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vi PREFACE

of actual wage-rates as one of the given conditions,
and therefore ascribe to price fluctuations the
whole of the damage. Others assume that if
wage-rates were altered as quickly and as much as
in these circumstances they should be, the harm
done by a fluctuating price level, in causing or
enlarging fluctuations in the equilibrium rate of
wages, would be relatively small.

1t is the aim of the present essay to see what is
the truth in this respect. An attempt will there-
fore be made to find out not only how far wage-
rates, with economic advantage to the community,
could be made to conform to changes in the
monetary demand for labour—and therefore how
much of the unemployment resulting from those
changes would be removed—but also, as an
essential part of the analysis, by what means this
adaptation of wage-rates could be brought about,
Thus while it is hoped to shed some light on an
aspect of monetary policy, the main task will be
to study the scparate problem of how, and to
what extent, the level of wage-rates could be kept
adjusted to a variable price level that is taken as
given, '

This work was made ible by my being
elected in 1929 to a Fellowship of the Laura
Spelman Rockefeller Memorial for two years,
and in 1930 to the Wrenbury Scholarship in the
University of Cambridge. For the assistance
thus given to me I wish to express my gratitude.
I was encouraged to work on this problem by
Mr. J. R. Bellerby, who was then a Fellow of
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Caius College, Cambridge; and to his advise and
generous encouragement I owe muck. As my
analysis took shape I from time to time received
invaluable criticism and guidance from Mr. D. H.
Robertson. 1 also benefited from stimulating
suggestions made by Mr. J. M. Keynes, especially
from suggestions which he put before the Cam-
bridge Palitical Economy Club; and I am much
indebted to the written works of Professor Pigou.
Professor ¥. W. Ogilvie helped me greatly, at a
later stage, by reading both the manuscript and
the proofs and by suggesting many improvements.
On points of detail connected with Australian
monetary policy I have received help from Pro-
fessor D. B. Copland, of the University of Mel-
bourne, from Mr. A. C. Davidson, General
Manager of the Bank of New Scuth Wales, and
from other Australian friends. To all these I
would here express my sincere thanks. For the
Index, and also for valuable help in stating the
argument, I am indebted to my wife.
K.S L
University of Edinburgh,
Tanuary 1934
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TABLE I

Posr-War Wace-Rares, WaorLesare Puices, anp Uncurroy-
MENT, IN Grzar Barraw

I 1L 111, Iv.
Index of Index of
Index of | pyg Unemploy-
Year. | O'r. )‘:&ney Wholesale | g uct ment Per-
ge- Prices age-
Rates. Rates. centage.
9z2 | 4 100°56 940 1070 12-8
1923t I 1000 95z 1050 IZ-5
z 1000 964 1037 11-3
3 98-31 o45 104°0 11-7
4 9774 97 1001 11-3
1924 4 g8-31 1000 983 18
2 1000 98-8 012 g5
3 101-13 994 017 10-3
4 I01-13 1024 ¢B7 10-3
1925 § £ 1065 10140 gi-g II-2
z 1010 960 1052 ir2
3 100-5 939 070 18
£ 1005 920 10G-2 10
1926 3 100-5 886 1134 104
2 1005 872 1153 127
3 100-0 90-2 11079 PR
4 ¥oo“5 9c-4 112 130
1927 | I ¥00°5 856 1180 0
z 1010 848 191 g-©
3 1010 85-1 x18-7 93
r 1010 848 1185 97
1928 | 1 1005 846 1182 102
2z 100-G 861 E${ 0 100
3 100:0 83-3 119°0 115
I 4 99-7 83-x 1197 11-6
grg | I 995 836 1190 114
2z 993 8z.2 | £25'0 97
+3 09-3 821 1210 9-3
s 9o 8o-7 122°7 10-7
930 | g8-7 769 128-3 130
2 98-3 734 339 149
3 98-25 o7 139-c I7-%
4 g8-23 670 1466 19°3
EQ3I 4 97G 640 1529 21+6
2 97'¢ 62-8 1545 212

Column I Dr. Bowley's Index (192§ =100). Londox and C f
o L i (1924 ) ambridgs

Column II. Index of the Board of Trade (1924 = 100).
Column JII. The index of wage-rates in each quarter as & percentage of
that of whalesale prices.
Columa IV. Atinistry of Labewr Gaxetic, Aug. 1931, p. 301.
243
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TABLE II

Wace-Rarez, Waoresare Parices, anp UnemprovmerT,
IN AUSTRALIA
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rgig ] 1| 1083 1387 { 782{ 120 | 108 11322 11212
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TABLE I1—{tontinned)
I I, TIL V. V. Vi Vil
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2| 18zo0 197 | 95| 25| 118 Er86 grg1
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4] 3344 | 1720 1066 g5 { 100 5490 9587
g2z | 1| ¥34 1671 | o) g% o4 9665 of-52
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2] 13s0 88c | grg| 83 &3 5681 o7rgb
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’ 2| 1846 | 1825 {ror:f 1oa g: of-75 | gué8
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4| 188y 1856 | ror7 -1 81 10043 tooag
1gaf { 1| 18g2 | 1841 |roz8] 82 7 g5ty | rooclo
2] o4 1892 | 10e6] 67 s H 32‘60
3] w22 | 83 lloag) 76| &7 | o633 63
4] 1538 | b {rogg) 57| 64 g2y 97-20
Igrg It ] 1944 | T3y Jung) 99| o | ofey | gRu7
2| 1942 1743 Jrirg i &4q &3 100-35 022y
3| o4k 1382 |1032] 67 3 19798 017
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TABLE Ti—(consinued)

L IL HL | IV v. VL viL.
“'." 3 . -] |2 Eel
G188 5 6| L) £ | B,
i puy Lol IR e ¥ I o gﬁ &
§{5=Ts| B ¢ | 58 | 22 §°a - £
FHEHEHEI I A i
£ |&6{3828 ) EF2 | 25|58 | 138 35 | fz5%
g2 | L1 i9s8 | 188 lrogsi 93| g7 | wasz | rooB
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1930 [ 1] 1973 | «680 {ni7s) 46| 54 93'3% obge
]| 1956 | 166y fnp3i 85| 19 | o3 9618
3 £559 05 959

Column 1, from Querterly Bulleting of Siatistics, and Avstralien Tosr Books,
Now, 20-23.

Calumns II and IV, from Development and Migration Commision's Report
on Unemployment and Business Stability ix Australia, p. 49, and from
Ouartesly Bullacins of Stagistics,

Column I 1s cbtained by dividing the index of wage-rates by the index of
wholesale prices for czch year and multiplying by 100,

Column VI is obtained by diniding the index of wholesale prices for sach year
by that of the precediog year and multiplying by 100,

Colummns V and VII are 3-quarterly moving averages of columns IV and VI
tespectively.
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TABLE III

.
Pee-Wax Wace-Rares, Wroizsare Pricss, anp Unrmrior-
MENT, 1IN Grear Brrran
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1871 738 177 | 133 109 e3B | 1913 6
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832z 147 175 112 98 131'3 | 1803 4
1883 149 126 1 109 g6 1367 | 1822 26




248 WAGES POLICY AND THE PRICE LEVEL

TABLE II—{continued)y

1. A IIL. Iv. V. VI Vi
e b s . -
g g 'g ‘é - = 3 . ] a g
= ERES 548 553 | £ Eiqf | E54
sdy |32 |58 | 388 | = (35%E (S8
§ | 428 |833 (458 s‘EE 2e8 | ff3 | 52
£ ) 38% |H2E |Edf | Ev BEx [ B3R | &5
1884 150 76 | 101 8o 1475 § 895 8x
885 | 159 174 g6 [« B85 | 1552 | 2937 | 93
1886 148 172 92 8z 1609 | 1959 | IO
T 149 172 91 8z 1636 | 1951 76
1838 151 173 93 85 162-3 | 1903 s
1889 156 Iy [+ 89 162-5 | 1870 2T
18g0 163 183 96 90 1608 | 1908 21
1801 63 182 g6 9I 1598 | 1873 3’5
18g2 162 150 91 87 178-0 | 1920 63
1853 1652 176 91 88 1780 | 3883 75
1804 162 78 82 1928 | 1998 69
1855 162 177 83 82 1952 | I98-y 58
1806 163 177 Bz 31 201-2 | 2512 33
1897 166 ) &) 83 8z 2000 | 2015 33
I 167 179 85 83 1665 | 1095 28
1899 172 183 91 88 180 | 1035 20
1900 179 g { 100 o6 1760 | x850 25
150% 179 183 93 88 192'5 | 2000 33
1502 175 184 9z 86 | 1913 | 2003 40
503 174 181 9z 85 896 | 2001 red
1694 173 179 93 85 1860 { 1080
1905 174 I gb 87 1812z | 1947 50
1got | 176 1 103 93 | z7e9 | 1859 | 36
50 182 i85 | ro7 96 701 | 1865 yg <
zgcg 81 183 97 85 1856 | 2036 Fa
X906 176 8o 99 86 1809 | 2004 | ¥7
910 | I7oh | I75d| 104 go | 1762 | 1936 | ¢7

Columa L wuudmummmﬁnnmswygm
B 150 .
CeiumnnsIII and 1. Repsoduced from Pigen, Industrisl Flsctsstions, pp-

163-64.

Columz V. Index of money wage-rates divided by index of wholesale prices
end multiplied by oo,

Cohmmll,l?mdﬂm&eﬁgumr&pecﬁv&yo&'caaml,mmév,
with trend removed, For methods of removing these trends see p. 205,
footnote,

Colump VIE. From Pigou, isd., pp- 35354
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TABLE IV
Avstratiaw Banxmve Starrerics, 1g01-28
(For the quarter ending joth June in each year.)

i I, 111
Excess of De- | Proportion of Non- | London Balances
Year. posits over interest-bearing of Australian
Advances and | Deposits to Total Banks with
Investments, Deposits. Lendon Oifices,
£ m. %. £m.
{153 4 325 4085 — 232 »
1go2 571 4026 - 175
1903 353 40439 - 297
1904 459 3690 — 274
xgos 12-98 37-55 2-30
1906 19-29 3853 563
Igoy 1846 £X°51 502
1god 12+85 4648 — 293
1909 20-07 3975 624
1910 2g-28 4252 1843
IGTI 3068 4338 12-26
12 2605 4366 I2°T
913 30-91 4139 214
1914 4067 4284 1911
1915 4685 4308 1986
1916 4422 4811 — 5'I6
917 63-33 5039 2420
2918 5833 49°95 2397
1519 44°29 4777 2490
1930 6780 5041 4222
1621 4074 4523 5-56
1522 5632 493 . %539
1923 5628 453 z3-08
1924 46-31 480 2599
1925 6025 468 G6o-78
1526 52-44 45'6 4120
1927 21-87 437 2882
1928 21+20 49°3 56-81

Column I. Includes the Commonwealth Banks * Savings -Dq:c:ib."'
Calculated from the figures of Deposits and of Advances and Inveatments
f:;:a in thesdmtrdi“ Finance Bullatins :=-Mos. 11, p. 743 18, p. 415

19, p. 38.

Column II. Finamce Bulleting 0—Nor. 311, p. 48; 12, p. 47; snd 2 .

Colomun TI1. Loadon balances are the cxcomcs of the ein in Londas oter
deposit lisbilities in London of al] Australisn banks with London offices.
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TABLE V .
AvsTrariaN Bavawce or Pavmrxts, 1901-28

Credits,
1. I1. 111 1v.
vear, | Reconded | Netlncrease | poop | 1o
" | Exports. | poiernai Debt, | Dividends) Credits.
£m. £m. £m. £m.

1901 4970 52 5490
1902 4392 &7 50-62
903 4828 50 5325
1904 57'49 17 5919
1905 | 56-84 o7 5754
1906 5974 2 7174
1007 72-82 — 53 67-52
1608 64-31 23 6z-ct
1909 65:32 631 7142
IgIO 74'49 26 7799
IOIT 7948 §-8 88-28
1912 7010 &8 7690
I9I3 78-57  F 1Y 92:97
191415 &o-59 53 65-8g
1915-16 7478 43 7908
I0I6-17 9796 186 11656
19317~18 8143 209 102-33
1518-19 11396 o3 11446
151920 149-82 10°8 160-62
192021 13216 113 77 15116
I921-22 12785 422 99 17995
192223 117-87 39 59 127:67
192324 11949 481 53 17283
152425 16203 o1 162-13
1925-26 14856 375 186-09
1926~27 14490 18 156+7¢
xg927-28 14321 543 39 201-41

Colamn L. “Taken from Statisrical Abstracts for the Deminisns, Nos. 52 22d 51,
end Awtrelian Tear Book, No. 21.

Calumn II.  Figares for the yean 1901-13 taken from Wo«i,m and
Busimess in Ausiralia, p. 1533 those for 191438 from dwisrelian
Tetr Bosk, No, 21, g 1019.

Column 1. Taken from Awriralies Tsar Bosk, No. 21-
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TABLE V—{continued)
AustraLIAN BALANCE oF PaymEwts, 1901-28

Debsts,
V. VI. VIii. VIIL IX.
Interest
b Balance
Escorded | on Public . Total
Year | Imports. | External | €8t | popirs %ﬁm’
Debt, )
£m. £m. £m. £Lm. £fm.

190X 42°43 643 333 52-1Q 271
1502 40-68 6-61 2:99 se-28 o34
1503 3781 677 254 | 4732 613
I904 3702 6-Bo 222 4603 1316
1505 38-33 685 256 | 4776 978
1966 4474 6-g1 ¥35 | 5500} . Ifr?g

1907 5181 669 384 6234 51
igol 49'90 650 37I 6020 1-8x
1909 51-17 6-77 3-8z 6176 966
1910 6001 6-B3 452 71-38 57r
1g1r 6697 654 516 | 7867 961
1912 78-16 677 627 9120 | — I4°30
1913 79'75 735 673 | 9383 | — o6
I9I4~I5 E4-4% o260 16-c0t 8043 | — 1454
1915-16 7774 10-35% 1720 o494 | — 1586
IQI5-17 7623 12'05° 18-40% | o463 2193
9i7-18 62-33 15-25° 22-00% 8433 800
E9I8-19 | 102-36 15-60% 22200 | 12456 | — 10-10
[9IG-20 9897 17268 23208 | 122°17 28-54
[g20—21 163-30 18-23 8-84 190°87 | — 3971
1921~22 10307 20°49 474 12830 5165
192223 | 13096 20:79 527 | 15782 | — 3015
1923-24 | 140-62 2329 405 | 16987 302
¥g24-25 | 15714 2375 597 | 18686 | — 2473
1525-26 | 15164 2555 637 | 18356 230
192627 16472 26-83 592 19847 | — 4177
192728 14812 31-0g 578 | 18409 1642

Column V.  As for Column L.
Column VI Taken from Wood, i, pp. 153 and 16q.
Column VIL.  Figures for the years 1901~13 and 1921-28 taken from Wood,
ilgid., PP- 162 and 204 ; thoee for 191420 from Astralian Tear Bosk,
G 21, B. 204
* These Sgures are for * Interest and Servics.”
} ‘The figares in Coleron VI are mot included in the caleulstion for these
yean.,
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TABLE VI
ANnuaL Avenacs Marxer Rare of Discovst {TEReE

MONTHS} I8 Lownpox

London Market. London Market.
Year. Rate of Discount. Year. Rate of Discount.

%. oL
1501 . . 317 915 . . 379
Igoz , . 297 1516 . . 521
rgod . . 3-38 1917 . . 481
1904 - R 2-68 1918 . . 359
1605 . . 262 I9Ig . . 394
906 . - 397 1920 . . 640
1907 . . 4°49 921 . . 52%
1908 . . 2-29 1922 . . 2-65
909 . . 228 1923 . . 270
I9I0 . - 318 1924 » . 354
I9IX . - 292 1925 . . § 10
IGIZ . . 363 1926 . . 4-51
1613 . . 437 1927 . . 421
1514 . . 233 1928, . 415

[4

The figures for the years 2g01-11 are taken from Pigou, Indwstrial Fluctna-
tioms, p. 3723 thase for the years 191228 are taken from the Sanking Swpple=
waniz of the Ecomemizt, May 1918 and Mazy 1520.
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TABLE VI

283

Quaztesry Excess or Avsreatiany Banx Derostrs over
Apvaxces anp IwvesTMENTS

I I, L IL.
Excess Excess of
Year. |Q'r. Depmitsg"rer ? moving §| YOAT. Q'L Deposits mismy
Advaneeaand | Average of Advances and | Average of
Investpents. | Col, L. Invesimoents.| Col. L.
£m. £m. im £m.
I3 | 1 267 —_ Ig2I | 1 tgo 206
2 266 26-a z 26-2 237
3 248 266 3 260 263
4 z28-3 29-8 ] 4 268 289
Igl4 | 1 364 335 1922 | 3 igc 325
2 358 338 z 368 343
3 29'1 305 3 32-2 323
4 257 29'8 4 28-6 316
IGI5 | X 335 33's 923 { 340 326
2 404 375 2 353 297
3| 387 374 3 19-7 24'5
4 331 35-0 4 184 23-3
1936 | 1 331 309 1924 | % 3I-g 254
2 266 z27°4 2 28-8 236
3 226 229 3 10-2 211
4 19'5 22+7 4 242 258
Wy 242 26-g /925 1 1 431 352
2 k728 1 136 2 382 362
3 396 378 3 274 jor
4 366 386 §1 247 30'5
giB i 1 396 360 1626 ¢ ¥ g4 3a-n
2 319 304 2 39 3oz
3 197 213 3 -5 213
4 i2:3 153 4 130 178
IgIg | 1 169 160 027 {1 207 173
2 18-7 201 z 183 154
3 2%’7 273 3 10°5 49
4 386 380 14 160 —_
1920 | 1 506 443
2 451 42-9
3 330 ars
4 163 228

Caiculated from the figures given in the Develo
Comminion's Report on Usemployment and Business S

{1923}, p. 5.

pmeat snd Migration
rebidsty in Austrolia
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