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So when the South African Government announced
its decision, not only they, but any member of the
public who understood these matters, could foresee
a boom in gold-mining property ; and one would ex-
pect that the signs of the boom would manifest them-
selves in the stock-markets instantly. But they did
not.
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egan to consider the subject, let alone before they
came to a decision. Thus the bankers got a start
before any Ministers, the Ministers before the Press,
and the Press before the public. It requires no
special knowledge to reconstruct the nice little game
that must have gone on behind the scenes in these
privileged quarters before the Henry-Dubb sections
of the investing-class were given the tip to plough
their idle balances into gold-properties.  Credit
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THE BIRMINGHAM DEBATE.

jor C. H. D
Debate between Mr. R. G. Hawtrey and Major
et:: eCentral Hall, Birmingham, on Wednesday,
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! hatvii s}}; own the manufacturey it 3
nected by a line to indicate 18" “mone 7
single proprietorship, so that 4 I: the Db
by the retailer can be p&id d’reCtly lfacturcr o
Stea_d of going thl‘Oth the Iﬂaﬂu 5 10 ]l(.
again. :n the bijntb?t}xfl\~
Now it we assume the deposlté l-tioﬂr ants 6y )
constant, z.e., no inflation or de aw a i rﬂﬂs ji
: i flo ’thlngs beﬂff'

wholly
the botto” b
ity of earn€

‘economic process 1s a continuots
insisted upon by Mr. Hawtrey, th{ﬁier “i’f f
happening. Firstly, the anufac s const

tribt¥ing money to the citizen

oy Sar
r,l?lt d
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8 Y (Mr. Hawtrey.)
lheairr]d productive, the time would come at which
B %ﬁeparatory work would bear fruit, and there-
output ﬁy would receive the improved and increased
o hereby made possible. If at last they were
B ,fand left the island, the products then in
Part o fothPIOdl_lctlon would find no buyers, and that
woulg e fruit of their early efforts and privations
be wasted.
ls clol:”the economic activity of a civilised community
Capital wnuous. The accumulatlon.of the gssentlal
. theqlllpment goes back to the 1rr_1memor1al past,
iquid ere 1s no question of winding it up and
ating it. At any moment all the various stages
Production and all the various forms of economic

dct : b
Wity are in progress simultaneously. In order

t
b at the goods produced in any interval of time may

e ; ‘
in IS/?(]Z?, what is needed is that the incomes accruing
uy ¢ same interval of time should be sufficient to
out ¢ € goods at remunerative prices. Incomes arise
tende production ; they are paid to people for services

red by themselves or their property towards the

Prod
L uctive process, and these services arc the source
Now a part o

gf
t et}\:glvallle of the goods produced. ! ]

Will 1 ue of the goods produced during the interval
egins.d,enved from incomes that accrued before the
Dagy ung of the interval. But on the other hand a
durino the value representing the incomes accruing
Wiz Ung the interval is embodied In goods still unsold
N prg nished at the end of the nterva. The good—s
g Cess or in stock at any time constitute the work-
thapa.Pital of the commimity | and, 1§ CHEICRIoREg
gqualgi(: in this working capital, there need be no 1}21—
‘“terv{ between the incomes accruing during the
o al and the goods placed on sale. ;
capig,luch for working capital.  What of fixed
Crval i Industry starts at the beginung of the 1n-

With a certain equipment © fixed capital,

Dlan
dyg b tools, etc., and the cost of the~pgr§:r?ts n’fﬁzt
1

Conpas with t] i f this equ
t 1e assistance Ol U 3
e M0 @ contribution towards 1ts maintenance am

) Clation, .
o ?Or Douglas has laid special stress on deprecia-
e oS a constituent of cost which does not appear in
Dl‘ecia{.m of incomes. But here he is mistaken. L€
oD 1s the provision which the prudent mar;]ue—
€r makes out of his gross profit against hl
Qcauwhe.n his plant will have to be replaced, either
iCarl :e 1t is worn out, or because gr(;laier efficiency
Mg SeCured improved type-

& ured by plant of an 1MPrOv-L ;
!hteréne him to chumulatc this provision during an
Lf eal of time in the form of 2 cash balamcei anto
L €3 Suppose that no replacements have actplzit gfe 2
hopgmed out during the interval, there Wi 2=
e \ige oF demand. S0 mucb ol T profceertns g
ln%lnelu have failed to reappear 1" the for

ut ; ' 5
ani:lt I we view industry as @ whole, we find OnIcn
?ny 1 that €conomic opcrations are CONLINUOUS- o
DQ bﬁnterval of time there will always be soméz Iztion
oL the cPlaced in some concern, and the pro! ;l o
;mﬁ New plant will generate incomes clgn';?lmable
c’st.way as the production of new

: cactly
kQQ Oreover, even if replacements do mot féga[c)ay
O g Pace with the accumulation of monte)Be AL
1 M, the money accumulated need no S
%(%tcly f idle cash.” So much 2% 13 not 1'eqés L
& lves o be invested either n the busm}es: e
‘}\]lnau Or in marketable securits: That et
“akﬁy to the provision that the prudent ":(1,1 Here
i "epl Against the exhaustion of the mine:
oL, Sent ** is not, strictly Speak‘mgl'xavc e
'hir SV o minerals taken from the mine g
ey Indeed, in so far as lt{}t’: ;
ed exceeds the cost of WO ng,

ercd as 3 gepuine case M WA s hs
lln"‘r:)als are lgaillil};]sncd to pay mcam(’m g

Ner’s property 1S being depleted-

. (Major Douglas.)

secondly, the citizen must be spending it at a con-
stant rate, which is equal to that at which the manu-
facturer 1s (.ilstr.lbuting it, and thirdly, the retailer
must be paying if back to the bank at a constant rate
equal to the rate involved in the two preceding trans-
actions. Please note particularly that this 1s abso-
lutely all that is required. It is not necessary to this

rocess that all the goods which the manufacturer
anufactures shall pass over either to the retailer or
to the citizen. If the manufacturer makes a hundred
units of goods for a hundred pounds, and the
retailer sells fifty units of goods for a hundred

ounds, the conditions o

f the system as shown are
satisfied. Before proceeding further, I should like

to emphasise that the satisfaction of the condition
dcscriged in the diagram is the basis of the existmg
financial system. It may be described either as the

rinciple of the balance budget, that is to say, that
all outgoing shall be balanced by incoming, or it
may alternatively be described as the postulate of the
manufacturer, that all his costs, whether distributed
or allocated. shall be recovered in prices. These two

thines are the same 10 intent.
3 turn to the manufacturer. He has no

Let us now 1€ / !
oney in the literal sense, but he

wer of making m I
has the prerogative of allocating cost. At this point
tl%at his allocation of cost can fall into

lease note : )
three main headings at any moment. First, the
moneyv or purchasing power which he 1s actually dis-
tributing to the citizen 1n his capacity as an earmef.
Secondly, an additional figure which represents ]
idea of his own remuneration, and which he calls
« profit,” and thirdly, the sum which represents the
claim for debt, including scm.x-manufactures.. I do
not wish to go 2 to the exact division
of allocated costs into profit and recovery ¢ deik;%, ?r
the justification for these divisions, I merely w bot}?
establish that eve manufacturer can and docsl )
distribute costs 1n the form of wages a.lz!d salaries
and allocate costs which are not distributec as wages
These latter costs can only be distri-
ds, and collected

| salaries. )
gtrx]t(ed after he Jas sold all s goo d =
both the distributed and the allocated costs, arid
does not distribute enough béfore 'they] ége 5_% t'to
buy them. There is only one additional IStrll 1;1 IO'n
to the public-dividends: He would obviously have
to distribute simultaneously through the agﬁncytod
dividends, etc-, the average amount of the a ocahe.
charges, an apart from semi-manufactures, this
S i Great Britalnls probably between 125 an
‘xtcragr cent., and 1n the United States between 250
Ij(c)i D"eoo pcr.’cent. It is only necessary to realise
?I?at the equilibrium to which  Mr. Hawtrey ;c]fe}':f
ould reauire the <teady distribution by ev e;_\. S“'fq
“Oll ing concern, probably not excluding .nrm‘lv‘ g,
roc }‘.C-'dcz';lds at the rate of 125 per cent. on 'tu‘rm }\ c:—‘,’
< d;gi)vablv 500 per cent. per annuil, t(t)hreg llxgsec- 10
o tontion i esenting the case.
farphis contelieed rdi\'id(’ngd on industry
is proba It may not be out 0
of overhead charges
a direct measure O
¢ 1 the distribute
llocated costs are
transferred to the
u will see from

place t0.TOMEE irect charges. 15
progress In Fz;l'u.r
costs are shown as A anddlttclfis
<hown as B. When the p%o e
“etailer its price 15 A plus B, an 58 You ML 2t ower
relal s o o the only distributed purchasing B -
o e Lented by A, and since A will no I 3
1sh that,\r?)‘l)lrxiuﬂ 2 pm:t"crﬁ. of the product 15 obviously
chase A plus £, ¢
unsaleable: Lt
1 m the financial s¥>
In B We know 1t has worked

| is too flagrantly
after a fashion,
hat would

anworkable. oW «planation as to W

. to seek an eXpPiaty g
and we ha“,lo‘%l Jo not think that this 15 at al!
: Figure 2, you

to the diagram

make 1t work. y
factory working

2 turn
dl‘fﬁcplf'tl ££ }Ilolilavt‘ added another B
will see that o o= ame - principe. e Waged S
exactly the d by this second factory also go
distribute capacity as earner and, of course,
]pr;‘rchasing pOWer. More money

on €
salaries ¢ l
to the citizen in !
they 1ncrease hi
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! (My. Hazwt
But he is o virey.)
E not likely to I ;
celpts as represents 'y to hold such part of his (Major Doygles)
] 1t ; . 115 re- e > : o T
Like the manufa.ctzn(—::rpiit?Ll n the form of idle cash 28“? through the hands of the retailer, and MO’ I ultimately to be ) (Major Douglas.)
isposing of a surplus on his | o ods are sold, simply to the extent of the AP¥ | being no);nopzhmet out of profits, the bank advance | up the capital ch 5 e ;
ments made by No. 2 factory. Part of this money the price of L(Be ;rr:: dautcrtaﬁmtotry t<)3xpedleél1t, and that a[locatedpby igs:il;lg; stag: tdfepg:iﬁg? ttw}m:hf ey
: as to be raised to provide : ator of capital
charges the other fifty pennies. This is, of '
; 115y . , of course,
a very crude description of the process, which haes

depreciati
10n account, he will !
mvest it.
goes, as before, to provide the wages and fsal‘;tmg fuﬂiqent margin to cover the outlay, that 1
h Orepay th r the outlay, that 1s to say
e be 2 Yy,
! ank advance. Even though new capital | peen much elaborated elsewhere, but in effect that

And more
i ore generally we ma
g i i) 1%, 0 8 e, oy | oS new cpleoPptoducton, snd pae
_seller is bougl , : in the hand : i J
seller is likely to iﬁ;;;coﬂbc used in production th(s* ganﬁel the allocated cost of factory No. I and thenj Qutlay “is not strictly a part of
tho?gh S e he proceeds of sale. And tlac again to the bank. You will notict of Coll];e,; 1on, nevertheless tg,e 1 Igart o the. cost of produc- | is'what it comes to. To say that this 1s inflati
of them from investmenta}il\‘flthold them or a part blat I}llone of the products of factory No. 2 g fac- dVallable to an industr21 e:nann%iovements in plant | +5 my mind comp]e.tely to glisconceil:elst}l)n Ao
» e may at another draw toug t. The wages and salaries distributed bY re- f"ery producer in the inc)ilustryi; co:sf(: elsls%nttlal. th:f of the word ** inflation. ” iy
ory No. 2 have merely gone to purchase e [])'hf m:rrxr;é They S Sr necessar);/ i orgfna‘i’y feﬁﬁze- Turning now to Mr. Hawtrey’s specific comments
» and yet they may cost far more in capital out- he says (column 1, page 208) that apparently
I say that the price of the boots includes the price

upon balances or bo
1 r borrow from a - .
\Vithngsg; gcsom(l)n%' from such Sl;ir;lc\esfog olran:StTrient' viously unsaleable products of factory No. I o ]
through the in\’:stmzf mcome, the fund a\’/a?lsglg product of factory No. 2 must therefore. be sotmbe ;:loy than the plant they are displacin he situa-
And that brings men*t market for capital out] e | thing which is not bought by the citizen, it MU abln 1s not unlike that of a trade in wgf-;ich the avail- | of the leather twice and the price of the hide three
to the ay. | either exported and paid for outside the CO“T}“g't’Ory rag stocks of the finished product are short and the | fimes. This is far from my meaning. What I do
ding still another TSI 50 eers make good the shortage by chargin’v a high | S&Y is that by the passage of one unit of purchasing
to capie to the consumer. The high price which is im- | POWer through the costing system repeatedly, sev-
: : eral units of price values can be created without

outlay, includi : question ay.
i ding, besides the establisﬁfnzs\tvggp;tal it must be paid for by ad
ew | on to the chain and charging its eXpense e o
slow down sales at the same time yields an U
' creating fresh purchasing power. The full explan-

enterprises, a

S ga Yy extenisionsioy |

Cardedr_e t(kjlsgit‘;ﬁpiace. the plantlﬁﬁﬁ‘{ei‘gegt,s which | thus creating an additional debt This 15 = Cpar i €x

: ul i : s : j

Apent eing dis- | planation of the fact with which we ar all £ n}(l) (5 Iﬁe%?gf to the traders and so supplics theresources | e; :

nancial systemcxpan. stocks ¢ cost of accumulating the additional | ation of this process 1S given in My evidence before
oyedr’ . The additional stocks are part of their | the Macmillan Committee, sections 4498-4501T. As
this is vital to an understanding of the situation, I

enters into co G
st
» 10 the | as a fact, that the existing ; e
I'lOd of con mn 20, ca_pita
usly def’trbﬁom S0 alt' &nd the extra profit is part of their income, | % ]
by 2t thev may be regarded as providing capital will repeat these replies here.
“ Quppose first that I have 41,000, and I pay
for the purpose of having a house

reckon it as an it
stru : em of cost als S0, 0
Nit:gti’lseltgssco‘%gf— l_’tlItV.ViCe Ovc;:]hen Lok bClng Con- { as during a w But that each of these Pl VA
Decessary to consider zlljor Douglas’s purposes it ; periods cgrez‘lte :r;llass» of debt which makes 2 : flCticf}xvmfg out of income. Yet this is, in a way, &
made for it. In so § 10W provision ig POses 1t is | more serious sl " inevitable is beyond dISP“t.e‘sub’ g the need for the new capital has itself that £1,000 away
of income, that O 1ar as capital out] orngmally Thaes 3 By é“CYI a e o be said o1 this 3 proﬁtot an increase of price and consequently © built. We will imagine that the whole of the £1,000
demand availabfs to say, by means EI‘C}’ s met out | ject rfi 11513 great deal more s i : 3 thq pay for it. goes in nothing but Wages, which does not in any
diminished by th for consumable cam - in8: the [ to l,)an have elaborated 1t CONSIZTE, o d PrO G ole Sional [y o Y the cost of new capital may occas | way affect the argument, and we will also suppose
commodities is | R rofessor Copland, of Melbourn don he W Ven fy _appear as an item In selling price. But, that by doing work on something else the workmen
obbins, of the University of, Dot 15 1t it ‘does, no deficiency of demand is caused. could live and save all that they earned by house-
i it | building. = Suppose now that the workmen who
ectively would have my

it has be > atio :

en complete 10on and interes
R dendlie being usedt,’ WI}I(ES comparatively well in a pe
sion or where the product is continuo

ews 15 | Lhe .
; whi be < Production of the new capital itself, whether 1t
built the house, who coll
the house, and I agree to

money spent on th]e dmount saved
X eco e S B

than that spent on thgsgigatég? of new Captitzflhi?o ltehff of. Mr. Hawtrey’s attack upon my “tion, o e ol
: 10n of consumahle corﬁ% r;lunk, on a denial of the general prOP?: an inhef:hc equglalt]t or stocks of commodities, generates incomes '
¥ do most distinctly make, that there rked at™, ®Xceeq 0 its costs. Production, for the time being, | 41,000, decided to buy | g
7 JdS consumption, and the difference 1s appIo- sell to them for £1,000- Notice that no question of
1 rofit arises. IThe workmen now have the house,
in. In other words,

modities, o
¢S, generates ;
(c;: equilibrium here i
nsumption and pz;rt

here is no fa;
ailure | def i : t s W 5

Ik devoted efect in the financial system as 1 owal@ e [ Drig
goods ﬂ&lcto nvestment, andl)iil-etly to | present time, which persistently toncs rét(i \Vlthl\t{hr. aied by the traders in virtue of their extra pro t.
and partly fr production of con y are | deficiency of effective demand as compa wher ~, of ;- SXtra profit is a clear addition to the aggregate | and I have my 41,000 back again.
sumable | total prices of the goods Pro uced:  Foxcey Inncomcs' the workmen h house merely by

ible to have 4 is P05 4 N Comes are the source of demand. But it cannot | working for it. But these workmen would express
. ’ d in any in- [ it by saying that they had paid £1,000 for the
ow out of the transaction altogetc?er,

ved to

ave obtaned the

g00ds. There om the producti
Change 1n the br’gay be some diSIocctalggn cfdf capital | Hawtrey says that it 15 pOSS! A
sumption and ip portions spent respectivel rough a | demand, I think what he means 1 that ! pie gootll terv:f“med that the amount of deman
thing from 5 Sl);r"fstment{ but that ]_sl,ve Yy on con- { to have ,an excess of demand for wn.s‘ml,’gl o 10 hi‘.:}, Comes of time must be equal to the aggregate of in- | house. fanm
ut capital oy Iage of incomes as a ha different | in which I agree with him is posst uantlh6 ®Xacq); The expenditure of the individual 1s not f and we Wil suppose I and my money e
Savings out of utlay is not invariabl \Vﬁole, TR ofg de wil db “haking @ largcld to td YooY €qual to his income; he may Jeave part of his | another planet. or we can suppose that I tore up
SO Iar as to s;; tcome. Major Dou)i nanced by | of goods whi heman t {ntende to be S?'Strib“tdci On hgs unspent in his cash balance, or may draw | the money which was _returned to me (which 1s
ztm. mSigniﬁcan{' pr 1t 1s doubtful whegthi:i ;\;en ﬁoes public and uscingal;e}:]en%urchasing power %Ilc 0,‘; o | SXeegq Co"}sﬁ alance (or overdraw) for €Xpen iture in | the equivalent of th}(; repa{ment dof % b:tmk loaﬁz‘
1S wa Oportion : more than | in 5 onsu 1 B 1s receipts. : Suppose now that the workmen decide t0 use the
supplieg’};;‘ebgreater part Cg;ifllna?cmg 1s done in Th;rtla}l;;ng s gOOds' e2 bulyd% not g2 a C-a‘; l Clutl(i’r the total ek%enditure out of all incomes, m- }10556 to make an sell shoes. If they carry on the
turn for dehe anks and insm‘anc% rom new credits | being a ppens in war -tmllgl.f e yot can buyad“ﬂl ofYing experditan on investment Of R achase | Tisiaeed e ke 200 o basincss lines e cost of the
play a large rlturgsg» Dhat i companies 1 re- | ba eg't sane system that betor to make a sl e | !a, 2 Urities, [ use the ex;jrcssion « consumcrs’ ot | e vl  eich OF Bt least“_ Huce mmenss (1.)
L large part j insurance companies mg it is absolutely necessary machin‘?'g il dray,  When people, in their eapacity as consumers, | Wages, (ii.) raw materials, (iii.) rent of Factory,
gun, whether or no you want 2 ns ‘Vhlchlc i , Dast Upon their balances, this 15 expenditure out oL | ;¢ 2 house. We will suppose for the moment that
for reaso ine B a0t | 35 Income. and when they overdraw I regard it the_:/ ot their raw materials for nothing, and that
1 1 In either case | the *“Rent ’ of the house is nothing but an appro-
of money of such amount that when the
n they will have got back

ut hfe in ol invESt 5
- stirance j ment is undoubted
saving, ad €€ 15 no ubtedly true 1
» adapted ¢ more than a o - | should further claim that, :
ependent opn ear? the requirements of thdlamnCl for | quite apparent 'toaglr]l one who will exa;ﬂ argW ¥ | L anticipati me
o £arned incomes, The rOse_who are | gram to which I hax}/’e referred, @\ ];ﬂ; ci rlaglclu e ii? altlon of Husts lgf‘:ﬁay' On the other | Sriation
11 companies pan which are invested Fl; emiums re- | which accompany them, tha e mher e mpPal by 4, When adn. cofum dratts ‘are granted to @ llzdllqe eventually falls dow
And T think \p{en_dmg the maturity of }i the insur- | a cumulative d}éf ct : that ' lhg‘ler to meet fz-mce,s Oréj‘vtirre on buying of produc- | 4heir £1,000. It s technically called °* deprecia-
Major DOUglas s é ioscotniceeipohlme& rectification along ethé lines which, PR auth%, %mmo o iells 5}‘2:6{15 ;mt 12 annc,‘p’étion of ex- | ion ince the public gets the shoes, cleﬁrly fthey
ve : ; @ ¢ 1 0 ¢ o . i B Lebe 1 e,
ed the | the only lines to Wthth £ ot CriSiS 2 10 dlr‘l’z, | s“tIn S‘,‘fg Zizt of income, and 15 Dot pat of the con- | o oht tohpa,\f ) deg”fct;at“‘?‘:;gur-y}{?tﬁ;’ jiveiaee::is
ubsequt tailt ks 1 Outlay. : that neither nterest, &€ - ] i
cer ce - 2y Shoylq : « trader ’* 1M ted into the question.
term =~ U2 oly are 1mpor )
Fipla g T g 1 oblne monOand vital fact remains that the
. i ¢ the shoes are

consider, OI the ban
able IXS. At any ti e
Iepresent Proportion - any time, it is true, a
vestmenty (P of fhe asscts of the banks would agree, makes the SO0, e
OWN acea i dinly  Gove ey hold long-term in- evitable, more profound, an AT B BN . j . gec
Jobbers a‘:}nt, they mg emfélent securities) on their at an even shorter interval than ha 50 te‘" 3&10 uclnzrlSc.bto include anyone who m‘cltlgs1 \'ie;v o Bot the Sg‘ge. ol fact
bu to ot advances, both Crisis., dnés? ,ht e of biivine zoors or seavices W0 on o | Wages B - :
to }r,niggfhold stockhse;nc(;lstﬁ)mers, to enabletct’heitloctl; Now it is perfectly true that thet;oeufnact g aogeci{ ;n SPort traderymggbe engaged on pmi?iléghg? ;\I’ i sgthae: thg.p}?c‘e ofd g:é St':)‘)ii eb)cé‘:; 3)!?(1\;]!;(? s}ﬁ:;ge:
Wlacturery shares, the L remedy which I rests on % hortBEEEE iy or on dealing in, goods oF cecurities, of o1 | 7% i1, which is a s i
and tr » they make advances i i propose is n0 7. e5 has Other 5 S - characferistic 15 ) . re sold, representing, at least,
aders for improvements and wise of this deficiency- If tl;gre ith Pf}‘;g to X;‘; tai'g he i”fi(:r?l]fg?;g z%télvli‘fc}"fonlg\fs %hat his incom® !J‘ecfizreretchigtis:xgg's a’l‘his o rll)t, s M
: el g sales ver Famoiy 7’07‘ if, PR EE GEthEPrOESEE " | the cpos’t of the shoes, represents overhead charges
; . their simplest form, and 1n many modern produc-
; head charges ar€ between 200 aIrt]d' 300
3 is not

purchasing power as COMP
not want = versel)’ d w’lx)‘-f I N OVer costs
| ln 0sts. W if
ik ctivity that are N ) A
( ot rect cost of the produet.
|

ate custy Plant, and
. Mers to by they make ad X §
Provide 0 buy house vances to pri- : :
advancesfl::g i’ D urPOSG:cZ.f i:[r?vall these ways tECY &'udléemcg r?:am t}lluat i o and € aré o
0Se made foor, the most part repgﬁlmeh.t- But their | is a sho:f—lpgrcf gl p;),‘:‘],eri,ower as €0 lpl,rcg]"‘?ﬂ; iy th € only forms of economic aCtVIts, . s h
OUISes are usul;lllfnpro"ements of plamf1 111CI;:1y_b Even | prices we g}zoowggic ]t% pgrovi mo{; pot? 4 ¢ d;e incua“ds of traders are those 1 W};]‘.d? r;l(i ecgro per cent. Of the di o O ance given above ot
Or three J Y required f or for buyin S ith t wre gr e, Xred, that 1 . those in whic? o ft. Suppose in the instance g1V é
: years., 7 ed to be repaid withi g | power. My contention 1S that, WILL = yed 10 & TepST 1 , that 1s to say, Smer, an i RN e he workmen I had used the
plied - The actual paid within two | ducti RO, ch ice U pt tuy,, -cnders B drect o the ConRTa ne sold my house to the v : :
Y the b, ual amount of ) uction of capital equi ment wil 1eviCT jrCPel QQ h s a service dir jces ren- aving ) her house with which T had
over any ; anks for th Tesources sup- | zZs oz pital equip : ¢ pt it teq 1 OF @ wage, salary, of ee. The SErvices £1,000 o build another ' ich |
¥ interval of the purposes of j; p- | its own sake, as distinct from @ t e | % ; ge, salary, es are an ) . - ] process. Onee again 1 should
of new al of time of investment | tri J AF SISty moutt ~0d5 alle Ay & _Serv foen Tox Her WOREs S, sated the identical P : =
new advanc 1s no more th tribute purchasing power, the€ amo s oo um AT Sop, Aple ant m 1€ S g B e 000 back again; once again the
Savings €S over repayment an the excess | ing pow et ’ consum? onst 1 hee S The whole of what she r€Cl Jay on | have got the same 1 i ssession of the
Bt .h s, and amount of | i % power available to buy Cd thos€ ture | ter ' and her ; and her employer's outiay kren would have got into poss ; 2
s = i z > to fac v - tﬂ D Ser g I Income art < e workm f it: once agal 1 thev
s When Major Dougl nferior to the price attache mantf3°idesy by | nd Vice d simultaneous: o]y by working for 1t e}
: . A e S a and - : 2 use, merely DY
mind iﬁebX b“-'}fk creditg, ajs ,éf,felff}ttg .Call()ltal outlay §§§d§li2{t the no;‘mql g rotc eg? gfoc 55 pﬁ,o ‘\Vh;f,hftgf ' Q‘V’inré on the roethgﬂu}?;nd js an interme(‘]i‘alt'y' a;e lxlrcc))uld’ have created an (})ver}'?ead chfarngc i ar;)l/]t(gx 125
supplemenu~~ of a net iney unk he has i ght say, the indus rial t ies wi is Yo% ! ﬁﬁym Money f h s‘qle of his pre uct, hey manufacturec in the house o & ,000; an 5
t savin ncrement of bank S In | penny buns, but 1y fifty p(’.ﬂm g 1:}"9't y al“ MR y from the ¢ those W om | they v be £71.,000 of money m ex-
€ ma gs. 15 e credit ‘ , but only 1115 ;Hd. 5 o, 0 Mone aders an to. 5 ; h there would onty L b b
nufact argument 1s rather thsz It)l;? them. The remedy 1S c‘lear,t hlat is 19 o o Ut ?;]Dloys og;}?og;hf;pftr;l fe uses, He also drﬂﬁ‘{b }?t(:rll%e in respect of the production of the houses
o0 Buge der phy penme:'penﬂ)" skl € Profit that constitutes his own income: is | 1S

halfpenny each instead of @

urer incu o
s capital outlay which h
as :
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receipts and disburs
equal to one another.ements Remlesc Aiccessanly
as a \:ii Clonzlder all the traders in the community
the pmcge% group, we find that the group receives
to nconsumeisOf gOdOdS' services, and securities sold
who participat and pays the incomes of all those
S rcf)a' e, by their services or by the u
T ecolzlo perty, in the work of production sg
The profits ml%'aCtmty carried on by the tradgn
Aderaiae . 11ch constitute the incomes of tils.
SR 136 uded on the side of the pav &
gl raders, when they spend th SR
aeinoned among the consumers S
and d}:) nec:‘tt?l;g’rgf;:tﬁr;ci_er 'ilo anotl}ér all cancel out
melf“l(t)s of the group at :;rlllt gt <COiBts otin the pay:
reign trade intro :
not materially modifvc'l ut%es
ports, visible and iny y
economic activity,

a complication, b
4 ut do

invisible gfirﬁeer211pmffif;le' Ey
. I ot er ﬂD ) -
generate 1 Trms of

receive ncomes.
others n?:g:‘;’al}t,;frc;m abroad. for eionﬁstmtf‘;s
. ents ah d ; 3 po: , while

result 1S to 0 roa. fOr im
provide good : ports, and th
to mee 1 g S, Services - 12 €
e corresponding ’tgnth S€curities
Ort business. € Incomes

m%{ﬁ In respect of
v ere will 1
ers’ disburse JesulL
whi ments over thej
1d1(-je- case of cash.” ThlCh may be described aselr
Eion;tllogal Incomes anc;3 E}?Sh e ocd goes to pa;

) emand. Tj siSHiECe 1
still greater grodg‘cte' 2additional depfsgigs ez;‘f)kiddl_
case of cagh V€ actwity and a further Sre%

en the trade
an excess of theiy - crard Production
Or an absorpf:igEIr T€ceipts over their dis{)huerre ety
' I?l of cash. There is a shrirslﬁr:entsf’
a : <
agendi? of sales, and then ag‘;t?ll
iy 1221 production. ’
ease of cash th 1
Canne 1 1 e expa
o}f1 production, tplzse met mdeﬁmtely by aﬁ i?lség:asoé
the effect wil] pa production approaches capacity

i fel
This is the fat more and more in a rise of

n the Contrary ca

y an excess

0 the ca
s
demand =

miliar phenomenon of 1

] : 10n of inflation,

Contraction. of s g of an absorption of cash t}rlle
and 1s felt partly in a reduction

Of prices, but. ;

MO , but 1 ]

It 15 felt in 3 g NS0 far as prices resist reduction
)

emplo decline of oy
Dl eygljgg‘ et deﬂatti%l:]t and consequent un-
se and ab e
portant part ; absorption of cash i
Commonly, Calllr:adthe regulation of credit?lay\\zfl}?'lt]m-
g nan €xpansion of credit is reaily ls
t i&S’ :drdgase of cash, while a con-
e cash, (oK evice for inducing an absorp-
with = With money ¢ €ase of cash may be effected
ti:)t,? H;Oney st gy tﬁaw}? fiom esxisting balances or
tion of ¢y, ; anks. Similar]
ldle mq may mean ej Y dabiotp,
i o either the acc 1
The majedy " fhe tepmyment of bank adiances.
l Boredey Ok ers avoid holding idle b es,
their yapoi JUSt SO much Fute Dalanees
‘ aryin from their ers as
time tg tl'm% needs for working capital rbe?]?l-li{rcer?roa;rbn
€se tra - .
they can bofreéfv CdrlPOt e vy daless
fraaéges, and poésibl}}'lerf}:)fa nlgers,l o g th:i:
lers fro ) using loans, ¢ t ‘
an mcreasemo{de??mg cash and practicirlllydetfg e
and showing tlzllc ity. By reducing their S)a\’ent
induce ap ) emselves willing to lend, th o
rease of activity. In the l’atteiy ol
case,

v lllay vi ﬁat
3 € Stal"t d '() i (64 .1 (0) V
. G C1 US Cll’Cl., Of imn l 11 jn "Olving
“Ulat 1N 1he f()lmer a Vicioué

Circle of l(‘l/:ﬁris'e i
ation mvolving a cumulative fall of
o

(Major Douglas.) . i
there would be 42,000 of prices created 111 rﬁpecé‘i’n
the two houses which would have to be recoverc,
the price of something sold to the public, an d be
amount of money and purchasing POWer wore
exactly what 1t was before the houses Were e The

In col. 1, p. 269, beginning at the words oy
accumulation of the essential capital equiPjt etrixere
and ending at “the goods placed on o) ol
seems to me to be a confusion between prxc%;’I 1e-
and purchasing power, the confusion to whi stanct
ferred at the beginning of my reply. Forfmrodﬂc‘
Mr. Hawtrey says that incomes arise out Of : roduC:
tion. They do not. Przce values arise 0Ut 9 I21'6!?1“‘1
tion, incomes arise out of purchasing P oW tain O
by the banks. Mr. Hawtrey objects 510' ) '
my comments on depreciation, an t\{minten?“"ce’
fuses depreciation with maintenance. - ais no d&
if properly carried out, means that the_r ee y e
preciation, which is the situation Cove'll'lustfaﬁ
building of the second house i they
There may be obsolescence, tO'Wthh he i
plication when he says that it may ks This me2”
placed by plant of greater efficiency- net ©
appreciation, and the difference betw.eeléapi
ence and appreciation is net increase "‘]dent wh
I think much the same confusion 15 b o
Hawtrey remarks that when anywllr}kely to;
into use in production, the seller 13 othi
the proceeds of the sale. There 15 }(; ing

1 ) rc asl o
which increases the amount of ' P ital €q¥
available. He then says that cars
enters into cost in the form o
tion, and interest when it has
being used. To reckon it as t it 2
when it has been constructed 1s to CQunt e pur uSed
It seems to me to be obvious that 2 ction W
power distributed during 1ts COHStr?he purch
in buying consumable g0ods 5 ital equl
consumable goods paid for the caP: % e cas
the time that it was constructed. as 1 e v
in Figure 2. wtrey seedeﬁc’

In column 1, page 271 Mr. B2 does 1% ion f
recognise this, but says i1 that“lf 112 produCt:ﬂ‘s 1
ency of demand is caused.’, X i;t or #7cost
new capital itself, whether 1t be plaal to
commodities, gen,erates incomes, €44
This is, of course, not the €asé, -Smced /
costs in excess of sums distribute which T e 2
power takes place in the f actories 17 T\nC way & f
goods are produced in exactly t1¢ =
other factory. Incol. I, opposites
=Eihat ““ Foreign trade inérpfduces &

oes not materially modily. (2% )
I should disagree \yvith Mr. Hawtrey hd .Oui ol
ports of actual goods takes o
home market in return for paper Beich
of bills of exchange or otherwis®
purchasing power in the country of the
that actual wealth has be
In this way export count
balance between prices of g0° Sk
chasing power. That is WhY Sha
{)_ortantBto the fmzmcial153’5’ten}r:irS zl) g
time. But the physical MEANLE othil=] pallyd
is that goods all'zz given away for nc:' -e»gl 67‘%
all familiar with the idea that ex%(; it ’.mpol‘gf
by imports, but if that were oo ket g
ordinary thing that we put tariffs OF prawtt Sort# i
out. In column 1 of page 273 _imary 'lmright’t o
a remark which I regard @5 of . PY_pe) 12 faulafk'
He says, ‘“ If his theory (that to a7 35 wfed
deficiency of demand is 1°F duim they ot dcd";
bankers but is inherent in the 5~y5tl e i"’hcre cfLi0f
ing.”” I absolutely agree- 15

| o
in the system which render

e
f creati!

< the .moﬂf‘; wsh Suf; v 6;14‘"
that is to say, the power 01 rtanc® ) i
power, of such tremendous 1MPOY ,ch 8% #
complaint against the bankers Y
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glrelf;f and an ever-growing burden of unemploy-
to“j}: ;bsorpth_n of cash may be regarded as a step
illustr s that liquidation of industry which was
meanra:ﬁd from the rescue of the castaways. It
i s that traders are seeking to sell more than they
Occas(')r produce. The various causes which may
5 a1on a deflmency of purchasing power, such as
e cacIr(]:uz_nulatlon of savings or depreciation funds
b csh mnstead of investments, or the substitution
partiasl for goods in working capital, are really
Sign'(;iu ar cases of the absorption of cash. The real
exti1 cance of the power of the banks to create or
a olr,ltg uish money is that it enables them to bring
net p the release or absorption of cash. If the
a soresl-llt of all the different causes at work 1s an
chas; Ption of cash, then there is a deficiency of pur-
then ?E power; if the net result is a release of cash,
T ere is an excess of purchasing power.
o uS account of the relation of the credit system
Dollfr?duthe activity differs from that of Major
e"icesg as in that it reaches the conclusion that an
ency s of demand is just as likely to occur as a defici-
Is 3 According to Major Douglas’s theory there
enc persistent and inherent tendency to 2 defici-
of g of demand. He has many hard things to say
of ankers, but, if his theory is right, the deficiency
Inhe emand is not due to any fault of theirs; 1t 15
Staye L 10 the system they are working. They
Panse’ off the tendency from time to time by an ext-
1“evilton of credit, but, he would say, it nflu§
Tadj ably recur unless the credit system itself 1s
lcally reformed. '
SWwould He reform! itziilunderstand STty
tio,, mend the provision of credit free of the obliga-
CER N of repayment that attaches to credit created by
It he proposal, in the tentative form 1n
ch he discussed it with the Macmillan Comm(;ttee;
d for crediting the purchasers of fgt?qo Sri?e
Chay a proportion, say, one fourth, © be p o
dc ged by the retailer. 1Lhus, anyone who m}xlg it
A for £100 would receive a credit for 425, whicl

e

Wolﬁ)&l ld pay into his banking account. he credit
beayablc by the Sisi 1 PPt e
s a

) oot o ot et nsumers wou be

ablfISO,ooO’ooo a month, then ¢o

to b ) 7
th uy one-third more for the sa ;
“feeg ?ﬁnt as much as before, sales would beeilge
£ SOSe in that proportion and traders woul(c;i geé:s 4
ths,*200,000 a month more t o

at han before.
the additional value having be

me money-

en sold from stocks,

e g 2 ders woul he
ocks must be replenished, L third increase

glve

o outto producers cqulvalent to a one-
put, \ i

CupPPose, as is probable enough in the %resbentocnle_

thiy Stances, that output can be mcreasql_ . yresult

wij) 1. Without overstraining capacity: e

thizq ¢ a0 increase in the consumers mcon:l d 1)) o

Wi ;. More people will be employed, 2 i

add‘be higher. We need not suppose that all t

vesté onal incomes will be immedxatel(})/ s

gdded't f we assume tfllat )

ug O consumers’ balances,

ThiI:y will be increased to £130,000,0mers

o t Will then be reinforce by 6011518

the 'toet almoum; of one-third of £6(()>,1(1)€ )
al sales to £240,000,000 & MTuy = | "

an\glhele 1s this p£rogess to stop?. .Wh?n industry

N 5 9Yed up to capacity, the additiond :

Wil) (i)ré;zgr be supplied by additional ot

It -8 to force up prices.

tio, M3y be contended that 105,

iy atti roductive capacity o S%Eréac hed.

Iy 1N
Whi € of only a limited cl2ss €

W 2 - 2
would pever 1n practice ; pro(lucts.
Q] icablé.
Many Mass production 1S apﬁhm) ther will reach

put,

nder modern condi-
y and SO elastic
But that
those to
de-

-vent it from g€

When
g
s o oX 1stry after an® D i
Pacit par}ld}?e' (Zgieia]tne?llc}z of a group of mass Pro

(Major Douglas.)
in showing such determination both to maintain the
system and to stifle public criticism of it, they as-
sume responsibility for a defective system. — The
final criticisms of Mr. Hawtrey’s paper are directed
to the more abstract questions of the true ownership
of public credit, and the administration of industry.
These subjects are of quite fundamental importance,
but to deal with them adequately seems to me to be
oulside the possible scope of the present debate. I
can assure Mr. Hawtrey that there is nothing that
would give me greater pleasure than to debate these
subjects with him at considerable length, and 1if at
any time he finds that his engagements permit him
to do this, I trust that he will allow me that oppor-

tunity.
(End of Major Douglas’s opening Reply.)

(Continuation of Mr. Hawtrey’s opening Statement.)
duction industries, which can expand output almost
ease of cost price, will

indefnitely without any 1ncre
not prever)llt a rise of prices in all the others. And

demand for the products of the former group will
reach satiety at a time when it is still pushing up

rices in the latter. . )
In fact, the proposed consumers credits are none
the less inflationary because they are applied to the
Inflation consists in an undue

reduction of prices. ! ;
expansion of purchasing POWer, that is to say, ©

; ~ The rise of prices is a consequence, which
;g;;mée alleviated bypsubsidies like the bread sub-
sidy of 1910. But that does not rectify the under-
lyin disequilibrium.

This is, ‘Of course, mo moIe L1
again to the conclusion already armnv
is not, in fact, deficiency
i 1 :or Douglas believes. But we can

1 1 view. If the
created through con_sumers’ credits and

i the form of addi-
d to traders does not return 10 v

ti?)lnal incomes, what happens to it? It must be re-
tained by the traders. 1t cannot be extinguished,
because €% hypothest it 15 not jssued by way of loan,

than to appeal over
ed at, that there

of purchasing

new money

but by way of free credit. ) ' 1
hy traders hold any more 1Ci€
But why SO t(}ilied before? Perhaps Major

must be applied

the
money than . that the money
£ cost which

1d sa :
Dougias o ‘fythose constituents o

ment O
:10 ‘r;)hc:‘. I;gmrate ‘ncomes. If we grant, for the sake
?ar ament, that such constituents of cost exist,
(t)he m%:)nev comes into the hands of those who pro-

1 Will they hold it idle? There is no new
; 1d(ti tt}(;egf’?ect their behaviour. They are, paid for
\\?}fﬂ they sell. but under the existing credit system
thety will likewise have been paid.

l‘ SiE en i \[ai()] DOllg]aS were Ilght' 1here
igl : : d ; .Iﬂ de t]le CiICu]atiO]l Of Ihe‘.
wou

b n-othm% tlo zlmd therefore nothing to pre-
i ting new 1NCOMES.. ‘
like the present there 15 evgrythmg
device for generating new m((i:ombet :

chasing power. The world is undou G
2 from a deficiency ©of pu.rchasmb.
Douglas’s pla.nﬂmil.y rank ﬁ:’lltth Srga:g-

for induci nflation. : .
others as one to;lc;:letht!lu]g:iq; lation, ¥ ‘measure.
garded, it 15 N0 R heta-

s ; ha come once ag !
When industry hilgygg the consumers’ credits must

tive and flllly e}mp - Un]imited el
stop. ththrrK;e there w}]{)f})e;)rices. e e
e ‘]) 5“; pearcd fefore the Mz_zcmxllan Commlt‘t‘etc;
1[))01%;252150; pGregorV described his plan ’%Sar?g%\e 1‘:_—
rr'r(-)- 11 the popul;ition plenty. of mof_'ey,“ : \v}‘r; :
bncza Professor Gregory then :;sl\ed“ lllp 0 {

S.en.te? 5 rd Major Douglas replied: Up t;) the
e ?I;'mit imposed by the capacity of the in-
(ior:tl;il'?f(%)f;tz’m to deliver goods and services con-
(diutioned by the willingness of tl

the time requiré

perating
time

and new
edly suffermg
wer. Major

e people to work for



Thic o » (Mr. Hawtrey.)
; eems to imply a hmit imposed by th
fxigh(t)fbghienfglzréfi :;gdt t&e iju%ply of labgutr,eacnziip?t-
- 1 at the deficiency of d
E/llg:;}; ;\éltijor Douglas lays so much eymphagins] ?: ((j)n(i;
Tt nt, and is remediable, and that, once the
e rs’ credits have attained their obje’ct of mak
2y beliistry redmunerat'tye and fully employed, the .
reconcilaﬁgp\:?ith fgstl\?o_not think that would b}e]
wriglten lelsewhere. at Major Douglas has said and
osely associated with Maj
i / Major Douglas’
Cl‘:dgleiilsmesrgl:'l)l,e?}fi n;gm]:ah:ismg power is hsisS \tvlll;?rr{h?l{
C 3 elonging to the 1
That is the ground on which hg defersg(s: f}?én gr'rn::tltgf

reecredits mstead of Iep
. . . - a <
credit, it is said, is founégglzrl?a:léladvances. o

fus argument proves t i
. Rl touchoo much and too little—
ot €s private control of capj
;100 little begause shglvgggeras prl}‘;af:tf i Credll?tl—’
ave contri ’ S ' ’
tbuted to the basjs of credit, ?Illlem(;tu)ésgzg

of control is one
o N :
of abstract right, f practical expediency rather than
€ question of expedj "
Topose {0 examine fn 4 onGy 1S One which
Major Douglas’s =0 detail),, If we do nOIt (izcggi

S argum
credit is essentia| to recteitt]t that the grant of free

demand the a ch 1 i
ind, oSt ronic defi
banking f5]]s tc(} T é(i);lm(s)sedthe -nagiqnali::a;crilgr): cc’é

One ¢
er ma on famili
advocates  (he tg_?r I must refer to M:;r:;;nss. 1
consumers €ation of *credits in" favonss of
, credits which he ¢ s 1n favour of

are by po Productive capacity,

think; generglly - JeCULiar to hi
= o him,
em?;’g nf;:il }éfl vocated as Calculgtrzg] i}éez};uz%lr’r?én{
credits grante tlrecﬂy and more immediately th
such difference O producers. In reality thert); 1s ;alg
ban » it is never wit}c;n a producer borrows from a
Jorrowed idle. He Yiiew to holdmg the money
Ing the costs of applies it without delay to pay-
transformg it intop.mdUCtl_on, and, in so doing l);e
Traders borroyw .tl{lcome in the hands of consumers
200ds already 1 an. ¢ 0 Pay the cost of buying
B geen};lstence from the stocks of other
Pay oft credits a5 fastml' when they do so, the sellers
S gpat as the buvers ohfain them J
Teeladan geatxon of credit at a... » AN
G d‘;rcson;“»_llmers recetve credits and buy
. 1L 1s always possible that the

gOOdS ma .
replaced. Giige supplied from stock and may not be

eV(‘.rthele s
S3
St?lgnant il when, a5 at present, business is so

ol b indpessirnism so predominant that it j

?Omethin s élcsgitrafders to borrow at all, thell'i: :2

9 place ney pih for taking exceptional measures

s ¢ Whethgr: 2;’1smg power in the hands of co;i

Which are real] Ny such measures can be devised

5 ogt\lil_rz}ctlcablg and are not open to ob-

teilgh their advantages, T need not

i this kin?l e{:}%lscg}? to sa_z that emergency
rade de o) are not even a i

tional Rtensis pressmn?, but only to thosepgfmg(rclzg

> Tar removed
Major Douglas. e

MR. Ha
[Hore WTREY'S CLOSING STATEMENT

foil ;
('anz élze wterval for discussion, ar the
e Chairman called u/m’rz My

MR Iy
Gen A\?/EIEI%XV Ig\gt (f:hlai'rm:‘ihn’ Ladies, and
o ) ate > ‘
Jor DO!_ngas and' also to t};le égrfoﬁsﬁsﬁéaileicsefg?'

€ very interesti
: resty :
™y opening & apk% and thorough commentary on
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(Mr. Hawtrey.)

It would perhaps be almost too much to try 0
answer _everything, even to answer .evel'ythmg u:
Major Douglas’s excellent and interesting papeh agt
I will deal with what I regard as the most import
points.

Major Douglas opened by referring to the econtogﬁ
paradox, poverty in the midst of plenty. T
point on which I think he and I are at one i Pog
we should both attribute the paradox to 2 sho! =
of purchasing power. The difference betwei%reas
as I pointed out in my opening paper, 1 that i
he regards the deficiency in the purchasing PR j¢tent
inherent and persistent, I regard 1t m}],asing
I believe it alternates with an €Xcess of P“r‘; at
power, and that if it is not quite correct t?] ; c);llse
the excess or deficiency is in each case who ‘):; e, 5aY
by the banking system, I would, at any = syster!
that it is within the power of the banking
to correct either excess or deficiency 12 4

f trade dep™® pen-'

not onl t €sS10 :
only of a trade depr at of the xmlder_: e

rad®
encing at the present time, ol are IR
depressions, which were a familiar iﬁaé Jier St’ud
nineteenth century economic systemt, an g:;,;

ptets

Now you will remember that i my pakers
that Major Douglas was mistaken 112 f]ref % ds 4
of cost which do not represent mcomaterials b
separately with the question of raw d with ¥ %
Semismanufactures on the one handy 22 deprecfatlon'
capital items, such as maintenance, = >
and extensions on the other hand emi,manﬂf »
With regard to raw materia’s and Ss mist2Ke oy
tures, Major Douglas says that \ﬁra exampe ed
supposing that he meant—to take t eﬁ.:md lezt 7,
I quoted—that hides appear three tlmcoﬂs ume’- e
twice in the cost price of boots to the app<at %e)’
says that he does not mean that theybut that g,
than once in the price to the conSUCh 4oq ' f th]
occur in the price values, which mcother- ¢ of
the price charged by one trader to an ¢ one un] e
MAJOR DOUGLAS: The fact ¢ “of &0
purchasing power recurring @ num®’ addito
through the costing system produces b that
Ence value each time 1t passes througt ¢ 85
ave an additional price valuc. . . i, the i
MR. HAWTREY : I am still quite =2 three.n? al
to whether the valye of the hides aPPee%5y,c pri® gt
ue o twice t [Caﬂr}r
ther r Mﬁ-}o

and the value lea -
which the bootsoa.freths%ld to the C_OI}S'um what *
see any other interpretation pos! < t U5
Douglas says. 4. to clear thaa;’
MAJOR DOUGLAS: I should llkGI can very gifer
There is a very real difference: _ - ying n
appreciate the difficulty of apprec ot
ence. : ) the hide? 20 %)
I do not say that the price of V‘/'haftbloots )

s : : r of boots: . !
r three times in a pal four pairs O e .?‘Jaf

1s that you can make three Or 190 . 7
the exis%’ting process without dlstnbutmgone ppe
chasing power than is necessary £ “Tog
boots. That is not the same thlfn‘;r |
price of the hides occurs three ol'd C::e t
pair of boots. I say you can 2 urchalsiﬂg
pairs of boots, having only the p¢ 10 74
available to buy one pair of bOOtSét / 'rg of d‘ﬂr
MR, HAWTREY : With all reSPEC pe potisf 195
whet® e pric® ots.. 3

it is exactly the same thing
hides appears three times OV€" 25 pair Ofb? s“cbpf
pairs of boots or in the price of oné P 14 ::Ccl’ffe

it 1s a fact that the boots have, tol bdlesth i
price that four pairs of boots M€ % it i
value of the hides—(Intef,f“pnon)'
THE CHAIRMAN: Ladies a0 & inq 0

be of great assistance to the clart di you
cult points on which we are engage’ .ning “a &
your quiet attention to what 15 hapPry 9% nefp
platform. It is quite impOSS‘ble L
cussion on the level which we ar a'0
you are not going to give your 5¢*’
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\ (Mr. Hawtrey.)

i_‘:?;?oll. I must ask you to exercise considerable re-
Whilmtfl' I would prefer you to keep perfectly silent
5% ‘l?t i1s discussion 1s taking place and imagine you
blea istening to a broadcast discussion. Will you
o se allow the discussion to go on without any 1n-
3 uption either by laughter or by comment so far
S\YOH possibly can.
DofrlléAJIOR DOUGLAS : The point, the very subtle
b am trying to make is this. The whole of the
7 Jt‘lfcf-lqn to the present state of affairs as I see it
. 1at 1t inevitably makes more things than can be
'_Ught. That is the point that I wish to make; that
pé\a process by which a given amount of purchasing
Ty which ~ ex-4ypothesi is controlled up at
€ Bank, so far as the normal system is concerned,
Stere_ 1s a constant circulation of purchasing power
arting with the Bank, going through the producer,
Salr\_ollgh the retailer, and back again. Now for the
mae of this argument, and this 1s, of course, the nor-
the way of looking at these things, the pomnt is that
sa, Amount of goods which can be bought at, let us
VO{ > @ given price level is solely qondltlo}led by the
O;Ime of this stream (diag. 1), or if you like to put 1t

& l_ee correctly, the cross-sectional area of this
it toall;n’ and that cross-sectional area, if you lm&gl}l’:@
i Iy kept constant, will automatically require the
o g:)c.t“)n of a surplus of unsold goods. That 15

mt, A

DOMR HAWTREY : I am very grateful to Major
fesuglas for his further explanation, but I must co]n:
. that it scems to me to be simply begging fac
Estion, because my argument was that every item

Co:ts oes appear in the cost of the goods solddto tlﬂf:
Youumer can be identified with incomes pal 00\\;
dise Will remember that for the moment, I am n V
ussing Major Douglas’s point with regard tohra\
C:tenals and semi-manufactures. So far as t OISS(:
resscs of goods are concerned there can be n? e
goga“CY caused between the selling value O e
l.lds produced and the incomes that arzse}m dirl
S orSe of their production unless some such p]fenrials
in tx}: as a duplication of the value of the mla} e
is € price of a final product 15 1IVO ved. 1f therg
°Tlc0 duplication and if each 1tem appearsdo;;c; Gt
of . °0ly, the hides appear once only an h](lliclé;

4P _)the operations applied by the tanncr to the hi
api)fialés once only, and the ma
On] eantc’ly the boq;nllal_(er' t(i fte
discr’e so on, 1f this 15 s
pancy arising from raw, materid’s S, .
::?anufactuiles.nséfgcoursc, Major Douglas's 12}11)5&1;]
thar:t and his djagram were based on thehisigs lcnm-

Blet there was such a discrepancy, but W

€ly failed to put his finger OB he sou

¢ll, now, there remains the other st

t—ih . : intenance,

Yene that relating to the mal 4
W : ; apita’.

Q al and extension of ﬁxedgogglas ma

r of points that Major
y argument

lag;
lg" to that. ¢
hae the first place he said that m enance an

depreciation,
There are
de 1n re-

was
e-

prgceiatfm a confusion between g’\f‘;?;in +hat if there
S ‘on, and he went Of tglé;:ément is necessary.

I .. SQuate maintenance 1o I€ O
& e not think that is correct, M;aUSfyeioi?;lll % 7
e maintenance of plant 15 there :
e certain types of P
€ A time comes at WiICH
Dlacome other form of dctergorat(xjon o i
Bre.. ent costs less than continued ma! IEOREES very
af tion, n the sense 2 B ot o 110
‘tem of cost, and it takes a CONCIEIE. e hal
1 il Do 872
' : allowe .
Sper ©9bsol s also allowed 190 e
Sﬁﬁke_ of :ﬁggﬁiielﬁié as if it neccssarllévS 111;( st
Tl StltUtion of more costly : it C'1 my paper
to 9t IS not necessarily $0; .1 did refer M may quite
e C““iingcnc\‘f where it 15 50, but you i
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(Mr. Hawirey.)

possibly scrap a more costly plant in favour of a
less costly, which has been invented since the old
plant was first installed. 1 think that perhaps the
best way in which I can reply to Major Douglas’
arguments in regard to depreciation would be by
reference to his own example of the house. He sup-
poses that a house is built at a cost of £1,000 and
that it becomes the property of the workmen who
actually constructed 1t. And he supposes that it 1
building used for industrial purposes and that the
depreciation of the house is charged in the price at
which the goods produced are sold to the consumer.
But he left out the replacement of the house alto-
gether. He supposes that during the manufacturing
process the depreciation money 1s accumulated in the
form of money and ot spent. Now that 1s a case
I did refer to in my paper. I pointed out that when
depreciation is accumulated in the form of money,
of idle cash balances, that that causes a deficiency
of purchasing power. Likewise, 1 pointed out that
when savings are accumulated m the form of idle
money there is a deficiency. There is a deficiency
when goods are sold out of working capital, and the

roceeds are held idle. All these are contingencies
which would &y themselves produce a deficiency of
purchasing power. But I pointed out that the ques-

balance there is a deficiency of

ion of whether on ;
gl?:]chasing power depends on all such items pooled
together. You cannot say, that a_particular indivi-
dual who is accumulating idle cash 1s causing a de-
ficiency of purchasing power when his nexghbo;xr is
releasing cash, so that the demand emanating Irom
the two together is exactly equal to their mcofm?s.
As I explained before, I regard the functions o tll](?
bankers 1n regulating ‘“redit as being fundamenta Bv
directed to inducing what I call the release or ab-
sorption of cash in the first case causing an excess
and in the latter a deficiency of purchasmg got}\]re:.
Major Douglas also referred to my argu;peélt 3 ;
when money save outﬁof éncomqt;sl a[;g cI:):meso a:g
50 of mnew fixed capitdy, S
(ézzsetrlzgéoby the construction O the capital goods,
and no dis-equilibrium 15 caused. Of course, as

i and hold the money idle,
BOltel e Stae‘;eds to cause a deficiency of

1t goes { :
Ll zgirizr 2:;vsoweg; Jut if instead of holdin the
plgr(l:g idle they spend it on the construction of NEW
= itzill goods of which they become the ownﬁrs——
e be direct owners or they may be share-
th% nsm}c/)r bond-holders with rights of particl-
ho-’r(h;3 A in the capital enterprise—when thﬁg
5 ndg their money In that way 'thereh is A
fpses of equilibrium, because their 1pm'tch casiamc
0 ital goods 18 demand n exact yhase e
T the s e 5 0 R G

= e. en !

surrrllal\)vle go;?:l would be Passslf‘{gp?elle)l;?:é
a ne ‘
E’O"‘f,y 3 st}?:rfsr i you arI(’al buyné%cirh:t
Y ing 7 to the proc
on ate s, 1 yfar as that money tEat is save

vested in new capital goods there 1s no deficiency

: or caused.
of puzchssing POVE, Cofed that when peoPe 50
1 ital goods an .
1n const.mctmg cap! i
fncomes they deriic T, iEiﬁepiﬁisat‘s’tfriﬁsation
1 oods there : : &4
Sllémtggo;r)lurgchasing power, but thercbhF\ \11151'1(_}11 thg;)lfe
oomplctcly mistaken. This p;‘ocessth médium (,Fetheir
cc:xchzmge their §crlmces thr_oug’ ctl; g
1 5 -apital goods A
mi:(l)llgringf(())rf(‘th}eir 90%\’1(:(35 through theﬂidrg}r:r(éf t};,(:;
exchange iy servic g ’ ‘
: for consumption g' ! J
e tfloat the different types of outlay that are
e Secd)with fixed capital all gencrate_ lnf‘,omes_m
(}OlmCCtC > way as the outlay on _tonsumpt_mn
JUStdthe ’?211]12:6 \is in fact no point at which there is a
goods.

shortage.

engaged
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Cout(S)f\:N, nlxgc;\hat I have just been saying I have, of
Eses we no reference to the time element "but
e Iay 1r11vg111dapes what I have been sa’ying
g]on for equil%gu%nigtgleglydp;perdt = (zinly S
D L ; emand an i
L Otfh%xﬁgo;r}lles ’ﬂallable to be spent withins;lllgpirll}t,ei
paice e oul > be equivalent to the goods pro
S f; dtllz]l in the same interval. 1t (}Oéspnog
o ofrth ose incomes are connected with the
e ose particular goods, or with the
the incomes tflai ;(;én ;.rclgnlllilncéndsa 5 1a§€r, S
e uring the 1
P;:g\llliccﬁe (;ot ﬁhe purchase of goods iroduléletgr \t,)zel'lf i
Ve oo?-lt within the interval you get a b ,lore.
deﬁcicncg o s and incomes, there is no e e
o mg’y bepcuafl]e;zlslgg {;?howeri An excess iiefiseﬁ?‘r
- ! e rele e
e o iy e bk ey
o maor at release of cash or absg:' r{l_ay o
o expressiox); }:emlmd you that in my pa ?iou of
et t1'ebease of cash ”’ for the Ic):5e e
comes they ut by traders to the people wh ol
s ab;;z;y ?j(ceed their receipts. On thoseﬂx}n-
traders’ recei ? RSt eans an e of the
G0 ot vl dbinls’ s o
) # . 3 X-
1 igmaguu{’hthc e ;Sa?irensrflts means thaf we are
ose proceeds of sales ngOdS’ G et
rom becoming in-

comes, and th
£l €re you do get a deficiency of purchas

mgl_
ere are one
I ought to men or two smaller poj ;
! m ShoL i i
Incomes arise: o Liam afrali)'d Ivlv'[lsl -WhIlCh e
misunderstood n? ut of production,’ 1\/([m' saictha
matters in rega de. 1 mentioned that aloroueles
1d not fo§ ar to which he and I are ;dr? el
the statement ﬂ]I:to I}I;ent mean to imply dggégttm%ent.
comes may be g'enee makes, that, in order thatmm
ander our existin rated by production, the b llcn—
Rofleys I AlHe e s =opEly the necessary
ient it hons Onse;}rﬁ:e ftlme that 1 expressed igs?;ey
Aoreed Wik Lie . e former point T
money. }t}tlh}llrirlil tht thinking that tflelb:rllslgs e
there is an nat he is mistaken in Ceeated
1¢ i any real difference between us there.
\cv)?uld require dr?v?crletgd};ls ?taﬁement Her eqililibrium
course, wh at the rate of 12
again, as T sh?)?ll}éesmakes that calculationshgeig Coe: té
‘w"?j }Tllgdht that ther:y\’\g)reggi?g hthe question. If lge
ich do I€ were all these 1
lation ofntohtz;tmlzt‘m-lahse In incomes t}';lellogatcd SR
exactly conssst ind would be in ’pomg Orine calcu-
credit that he e(rj]t with the 25 per cent. ey
mittee. Op t}ill vocated before the McMgﬁnsu?:lers
300 per cent., ingigt?:é hand, you will remefrﬁ)erotrlrll-
ouglas’s earlier ba by Mr. Orage i one of Maj e
to be three times %Oks ; that consumers’ credits wJor
>s what the consumer spent out of ﬁl;:

own pocket. Bj

: t all th :
represent noth;i ML ese calculations, of
Kohisp ing more than the calculation c(;)fu rtsife‘*

theor
Apart from ch“; g;{h”le assuntption that it is correct
want also to refor & metical calculation in that case
;eglard to dividr tg W:f}at Major Douglas says \S/?Elel
ag Viotan itemsen s. He points out thit it is
thCl'UB before the o nges’ shd salaries, that actuall
 other constitnents of coat o o everything else,
z ! hen., s of cost do not become avai :
15 dOler}g less thap Ijttllqltlir:;lé Ehaﬁ‘w}fleu he says chtV allllé
I function ig t o his friends t ¢
i i ke il e e
S through their ¢ final sale of the product.
wages and r intervention that it is po Blgact
P ey : it 15 possible to pa
moreover. it : in advance of the % pey
to interve’ng flcs)rn&t in all cases that the S:}]Cléersl}mnd’
sary funds are e purpose; in some cases the il
the concern, Al':l)r?g‘ded by the permanent ca o elC of
succession of th e complications arising f[ e
* the general fCSe items of cost in time are el
to the incomes ormula which T used further (}:)Overed
accruing, and the goods p]ac?(ﬁ{ o
S on

(Mr. Hauwtrey.)

sale within an interval. I am afraid I am going
on too long, but I ought just to refer to one Of two
1 peeches made

uestions put, in some interesting S

rom the body of the hall.

First of all there was the point several s akers
referred to with regard to my statement that th€ c%ﬂ‘
trol not only of banking but of capita ar; gg&ag

was a question of expediency, rather than of 2 =
right. It seems to me thaf some of the speaker® BEg
not quite understood what [ said. For instance;
Hickling asked whether it was expedient to contius
the existing economic system when 3,000,000 men &%
unemployed. But surely that is a question IO g
abstract right but of expediency- The q“esgﬁ’ the
whether it is expedient that we should have S .
appalling incidents of trade depression: eI’nch
expedient. But it is no use Sa ing that £ rtion of
for unemployment is to be decided by the queseaming
whether capital equipment and the PO z ¢ ind”
capacity of the country are the property oIt may
viduals, or the property of the commumitys . entet
be in itself a ground for nationalising all th OS% ho¥
prises, but it throws no light on the question .1y o
to get rid of unemployment. I adhere COI%S) of 4l
what I say, that the question of the o ounds of
thoSed,functions is one to be decided o & hat
expediency. jve; T
Another speaker said that W€ produce £ h‘é satl>”
we produce for the purpose of a healthy 2 jiency
factory existence. That is a matter © ext. ht tO
You may say that a man has an 2 c
healthy and satisfactory existence, DUt = ' jess 1
reason why he should have such a nghtl ua
‘“ expedient >’ that he 2 hould have 2 f& 4
satisfactory existence. ¢
There was another speaker wh
profits of banking, and he @
ing system as an example of how t0 €90,
business on sound lines. Apparently eks to Bk
thought it perfectly monstrous for m} fact, I thﬂig
10 per cent. profit. Now as a M@ €r 9% hat 5 bts
there is very lttle reason tO suppos® Cont. profl e),
profits made by banks (not only 10 e nks mak ¥
but the much bigger profits that many D2y mfy
are reauy any hlgher than the pI’OﬁtS n}a vel'y m?:;jt
industrial and commercial concerns: n]atiﬂg vre;
cases you have not the means © i i
the profits of industrial or COMTE s ar€ 2o a0
and in many others, where the profit? red i pold
the extent to which the capi jsta 1
realised. I think it is @ complete mls;nake 2
up the banks to obloguy because
which is, after all, not exorbitant if yks whic? e
it the very substantial pumber ban pe Yok
gone under altogether in the past- . o tion
1s much to be sa%d talbout the nataonallsgftfking tir;‘”
ing on the ground, for example, that ately
to become a quasi monopoly- 1 dehberant ot
on one side in my paper- 1 did not W
the point.
ThiE CHAIRMAN: Ladies and S50,
now call upon Major Douglas o
sTA'fE
r. B

nﬂé%?&ebate'

MAJOR DOUGLAS’S CLOSING

MAJOR DOUGLAS : Mr. Chaif5,
Ladies and Gentlemen—If €very o8 ]s muC g g0
enjoyed listening to Mr. Hawtrey ]la 6ﬂj0yed 10, af
have, I feel quite sure yoU e S en 0% o fif
selves very much. I think lﬁ hasu 5 NoW
esting and iluminating to all of % whers ol 9
point that Mr. Hawtrgy raised Was s d?al ba‘
source of this discrepanc S
that in one minute. II) shCilrd ke £ &,
is practically his last point first,,
it easier to deal with the first point:
_ It is perfectly obvious that the
tion really depends on 2 ques
string out those factories (diagrﬂm 2

ApriL 6, 1933 .

THE NEW AGE

(Major Douglas.)

Te : g )
faiiets}far}tt Tlu the factories in this_country, is it a
e be & all of those making a profit az any moment
do not d’Oltm'd to be -allocating charges which they
at is th ribute? It is most unquestionably a fact.
Gtestion of what | which every factory is run. The
aHOCatedo bwhat is the actual percentage of those
taneous] charges which are being allocated simul-
of the gog] every factory so that the price values
tory are in o which are being produced in that fa-
€Xcess Ofni_ﬁ"ery case of a proﬁttmaklr@g concern in
Wages and e sum which is beng distributed in
. Caser.! salaries, is a question of fact. That is
i 1. in every factory. Now thie question of the
very obva question of opinion, but I think it must be
Tepre ious that whatever that figure is, it must
Cause thsem'?d by that percentage of dividend, be-
.strib“t_ere is no other way, excluding exports, O
except wlng purchasing power that I am aware of,
% dividenadge’s" salaries, and d}Vldends. I include 1n
that sort s ”’ such things as interest, and things o
be-l;tg average rate of distribution on turnover must
H]locateidame 25 the allocated charges or else those
e o charges cannot be met. That seems to
Actual fo quite self-evident.  The question of the
0 satj lfgure.s as to whether every factory, in order
or 15 sfy this condition, ought t0 pay 100 per cent.
3 zzre5 per cent. is a question of figures. Lhere are
L aveaé many complications coming into that, an
seem calt with them elsewhere, but as to the fact.
.~ MR s to me ahsolutely unassailable..
i [ HAWTREY : 1 think it Sossibly might help
’eCipie; a question. My question is: Who are the
en ts of these allocated charges and, secondly,
be SurYOu put your finger on the recipients can you
he m§ tha.t they are not intermediaries passing on
MAJ%ey in the form of salaries and wages?
the a)j R DOUGLAS : There can be no recipients of
the OCated charges unless they are collected from
cate%llbhc first. That is the whole point- The allo-
i charges simply represent 2 claim upon the
Te ¢ which can only be met by the distribution of
“’ageasmg power at some SOUTCE which 1s not 1n
chiisis or salaries. If you have @ distribution of put-
a,n()ung power from additional SOUrces equal to the
whia 't of the allocated charges, then the goods
i - allocated charges

are represented by thos

c
Coy
b bought. The allocated charges, as charges,
they are simply tickets

pre not ;
received anybody,
yogg on the gOOId): A Zlnnydbm yorder to buy these goods
Wagénust have something repre g, not mere_ly
degr,o) 2nd salaries, but something hich I can only
the ;ﬂj e as dividends equivalent to the amount @
Mp °Cated tharges. .

Doyoy. HAWTREY. am cateful to Major
D“inglas' bt he lhas nob angies ast met mgl
Hucey ; It is quite a mistake t0 suppose that any Pro-
k"ep' 1s required to mnclude in his costs some ooh
hag' R entry that never materialises at all. 1If be
a 80t to include the provision for
ipendp e, in his costs it 15 because he h
s;se °i?lncl>ething SEh timg' reciation 15 1

Dlaccet of \vlllltatp 11‘11:31 t};asT:;enf,p - respect of re-
3Detltn'le“t in the future, 99 far as what iy
dng . S concerned, what he has to spend 15 1 er =
thip,y "dintenance. ’ If you take the case of so®
] tg that maintenance will keep ©
Qa2 no provision has to be ma
erre)cwhy then he makes 10
nfe Clation at all, or if he dees, 1t

Sy 2nd :

C one which he knows as no ¢ t0

tegPt as o small additional SR O apmeits 1

S, for the financial stre€P ?em??c T
which he ! ccoqnt

G Ihe only case In
% $EC in the pri dsh

oo In the price of the goods e 25
*he ~Preciation js the case in which he 15 1a¢

OSpect of having to spend money on

(Major Dougla:v.)

placement, and when he spends the money all he
has put in the depreciation account has to pass out
in the form of mncomes to the people whose services
contribute tc produce new capital. Here ycu have

[ think, what is the root of the matter. Majox'—
Douglas believes these are entirely fictitious items of
cost. I contend they are not fictitious. They
materialise, they tum into costs in the usual sense.
They are incomes paid for services rendered. That
is the real solution, and that applies to all items of
cost. The complication that arises is when the
1tems of cost are distributed through time. I dealt
at considerable lepgth with that, and I think it is a

satisfactory solution. [
MAJOR DOUGLAS: I will put a question of
fact to Mr. Hawtrey. Will he show me any factory

in which the sum o the wages and salaries and divi-
dends spread over—W

e won't bother about the divi-
dends being distributed at the end of the year—in
which the sum of the wages, salaries and dividends
is equal to the price values p;oduced in the same
period of time? It is impossible to show me such a
thing. If you will string out those factories 1nto
any number of factories you will find that every one
of them is allocating charges which can only be re-
covered through price, and collectively they can only
be recovered 51rough price by the prior distribution
of the total amount of the sums allocated. f it 1s
true, and it s true certainly in a number of ‘cases,
that the allocated charges are let us say, 600 per
cent. or something of that sort, that 15, perhaps an €x-
ceptionally high fgure, as 1 stamping plant, but it
does occur. 1f you ar€ going to get that 600 per cent.
out of the public you have to get it by distributing
it first of all, otherwise 1
dustry. We come now, &

oint clear, to his first point, an
the discrepancy to begin with.

f the discrepancy to be
I %upposing {here was none

e of investment. 2
thelproc in with, that 18 to say, if

-« discrepancy to begin Wi |
iy e if you save 2 certain amount of

om Zero
gl?)rfgartw{:ich has been distributed thrqugh the pro-
cess of creating COstS, then quite indisputably the
having the Pric® values representing. the
amount of the money saved cannot be sold again or

i y 1 ted that.
bought. I thlnk ou hﬂve adl]l t 1
' : Ty to mterrupt agalll.
MR. HA iIV IREY . I aQ) SO d ill an illtel Val ()]

1 say that if money 1s saved 1
gx%e anc{ is not held i the form of idle moneyl,u;)ug
is ap’)plied to investment, that is to sa¥s on of t?x)e
of new capital goods, there 15 10 disturbance 0

equilibrium whatever. ! i el DAL
; up 1nto succeedng

d that is the source of

gin with 15 in

MAJOR DOUGL
o split that statzme}[:;sxcal fact that in the

Let us say 22 distribute

00045
%ave at least £1
the question of a
. 3 u

ital goods, 1N making those
abats e ,E?gx\twill%ndoubted]y go ouf again

capit: goods the %/ ket, as You _vourself ex-
1rit9 t}ée ;ﬁﬁs?ﬂeéfms"{,ﬁfers" goods, the original con-
amnec, oods, can be bought. The deficiency
P grcstor,ed ut you have capital goods to the
has becnf ;s oninst which there 15 no distribution
extent of 250 25 escribed by that process

of purchasing power
3 plac) ital goods aré regarded by the
FIOW trose\::pxtamg‘and have paid out for them
ople e e actual purchasing power, and

pe
(o) 3
o t that purchasing POWer or the con-
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. Major D
struction of tho el o)
: se goods—th .
equivalent of that g ey regard them (Major Douglas.) G
tob at £50, and ev as the | sh . - ward 1 Sl Doeted) -
intefe’sffm"efe S public’eggglfglx that £50 has ing)eih%harge‘j’ in one form or another, that £1,00 land_ls '}lﬁea?ne which is known as the scheme for Scot- | of . (Major Douglas.)
1s that ’£°r depreciation or other thir in the form of | had a~dp2‘3e of the shoes, because, they said, they and you will is available to anyone who is intefested n tmtzrﬁey’ e e A S veloay:of money &
50 does not exist in purch ngs. My point thategl 1,000 for it. Now, if, instead of tearing Up in that \11 sce that a number of points are brought ?l?t eyl e n
asing power. of re aI ,000 up—which, as I said, is the _equwaleﬂt with this c\;léc-h do not appear to have anything to do anzwesentse. Mgl oo e Yt;:;
paying it to the Bank—they ha dbu&{l)t0 l':lgl(;:hfi‘; ggestion of eth:: oq\:/lrexzt:s%r:b bUtdWhiCth (fiol b?r R THE gﬁl:f{{%?zwm%l?se')
1 . it and rent of lan and the Y Lo ol sl .
ration of land. But I think that they {;ifebgﬁnaoﬁ;,gllfsﬁ?éﬁ aIn gpuyices [ lé::sten toe:,d:
, 1 am sure you will agree with

MR. HAWTRE
S Y: My fi
tration is that : My first comm ;
e the £ . nent on that ill
include so much 100 being paid in us- | £1,000 hous
e [ in wages would ,000 house, and the workmen
are being paid at that 3}%:::’;1‘“ tﬁle same way, they would have carrec - are too elab :
y the process which is 11vO gpl:ggagl night’s procegé%;eg artld boutsldf the scope of to- | me, is higher tha thi
i nanck would ref s to be dealt with now, and I | to I n anything we could possibly hope
er that particular enquirer to that particu- Eloeakllfzi\rri?}: ::c}lll gltx}l;)é;cwrﬁﬁegnfg. nknThe spefilk flrs hage
. rankness and clearness

time for the con
construction of capital go
apit od
lg s. It may | something which you are depreciatlng all
000 ag 2 lar sch
eme fo c i
for the answer to that question. t 1s, as | which I think we can say i 1 d

n is exemplary, an there

ere and hearty thanks.

be that, to
tart wi
o e bS with—assume it
r emng spent 2 qn_ly the whol
production of co on wages arisin e | process, and
e nsumption goo g out of the ss, and you would have used the 1,
n, suppose that the wag%-e:rsﬁ On that assump- Eo bu}l1ld the second house which W22 0 acefaci & matter of fact, bei ' :
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