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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. 

It 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~d 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 separate problem oi ho')V, and to 
what extent, the level of wage-rates could be kept 
a<ljusted to a variable price level that is taken as 
given. ' 

This work was made possible 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, wbo was then a Fellow of 
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Caius College, Cambridge; and to his advise and 
generous encouragement lowe much. As my 
analysis took shape I from time to time received 
invaluable criticism and guidance from Mr. D. H. 
Robertson. I also benefited from stimulating 
suggestions made by Mr. J. M. Keynes, especially 
from suggestions which he put before the Cam­
bridge Political Economy Club; and I am much 
indebted to the written works of Professor Pigou. 
Professor F. 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 South Wales, and 
from othe.r Australian friends. To all these I 
would here express my sincere thanks. For the 
Indel!:, and also for valuable help in stating the 
argument, I am indebted to my wife. 

Uni'lJlrsiIJ 0/ Edinburgh. 
'JaII1II11] 1934-

K. S. I. 
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UDem~. Money Product Year. Q' •. Wag~ Wholesale Wage- ment -
Rates. Prices. Rates. centage. 
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1924 I ga'31 ,00-0 ga'3 10-8 
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3 98-2 5 1'>'7 139'0 17'1 
4 ga··S 67'0 146-6 19'3 

1931 I 91"9 64-0 152'9 21,6 
2 97-0 62'8 154'5 21'2 

. 
c.Iumn 1. I>r. Bowley'. lnd", (.9'-1 = '00). I.nJ.s .. C..Dri4t' 

u-i<s-i<o. 
Cclumn U. Ind .. of .... Board of Trade (.9'4 = '00). 
Column III. The inda of ..... T'&ta ill eub quarter u • pereentacc of 

that of who1aaIe prica. 
Co1waD IV. Mv.;,try tf LMMr C~ AUf. 1931, p.lor. 

>43 
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~'r Ii 
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1 'I45 150 $ 76-, 5'] 5-8 100·80 100*%1 \ 

4 Ub 1514 7·-2. 6-, ti .00-60 100'66 
1911 I n,a IS'S 78-6 1'5 100"59 101"75 

• JaIl '51? 76'7 6-] t; 104>01 (04"24-
] "34 111S 7:l'0 1" ,- 105'" 
4 "S' '804 69-4 7'4 6-7 IOS'19 105;8 
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TABLE II-(, ... timud). 
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" - ~1 1!:I 
~.~§ 

." ..,. , 
ii ~ i ~ ~ !j !" r! ~.t ~~ 4 .. ~ . 

~1 li~.!!1 Ii --:; ... o.i 'O&! "ii,! :~=! .... =;";J: $ ~ T ~, U g.is 
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'919 , '958 .7H ."" s 9'3 97 10&"5% 1OO',a 
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I. Il. Ill. lV. V. VI. VII. 

l!ii 
f. . • ~~hi ~ 1 gf. • 'll .. - l!:, i<"~ lH ~., Jt k.l:l 0 

~C!~ 'S~~ -~" -g~ 'S:1i! 110:' 
0if I 0'· fl ;~j ~'j;i..e 

1 ~to ~~1! ~"i1 .!lit." ~~h ./j~~ 
]~; :S~1l ~ij ~~ . 1!~.~ ~:l .:: ~ -,,'" --cOl 

• 

1850 100 160 10 7 83 93'4 2oS~4 

1 851 100 '59 110 86 90'9 202"9 3"9 
18SZ 100 158 108 84 92:'6 204-6 6'0 
1853 110 167 123 99 89'4 201'4 11 
1854 II4 170 138 114 82-6 194'6· 2"9 
1855 116 171 133 109 87" 199':! 5'4 
1856 116 '70 137 113 84'7 '96'7 4'7 
1857 II. 165 '4' 118 78'9 19o'9 6-0 
'858 IIO 162 127 103 86,6 'lgS'6 u'g 
1859 II. .63 128 104 87'S 1994 5 3,8 
1860 "4 '6i 132 108 86'4 198'4 1"9 
1861 II4 163 131 107 8,'0 199-<> 5'2 
1862 II6 164 135 III 85'9 197'9 8'4 
1863 II7 I6i '37 II3 85'4 197'4 6'0 
I86i 124 170 '40 II6 88,6 200,6 2'7 
1865 126 17' 135 III 93'3 '201-8 2'1 
1866 132 176 136 II2 97'1 202'I 3'3 
1867 '31 '74 133 109 gS'S 200-0 7'4 
.868 130 172 13' 108 gS'S 196'S 7'9 
186g 130 171 131 107 99" 193'7 6-7 
1870 '33 173 128 104 103'9 195"9 3"9 
1871 138 171 133 109 1&3'8 191'3 1,6 
1872 146 1S'f ·145 121 100'1 184'0 0"9 
,813 155 '92 147 124 IOS'4 185'9 1'2 
IS74 156 192 136 II4 II4"? 191'7 1'7 
1875 '54 ,89 128 107 120'3 193'8 2'4 
1876 '52 186 127 107 119'7 189'7 3'7 
1877 151 IS'f 125 '06 120·8 187'3 4'7 
,878 148 ,80 II6 98 127'6 190'0 6,8 
,879 146 177 III 94 131'S :191-0 II'" 
,880 '47 177 117 10' uS6 181'0 S'S ,88, '47 '76 113 98 130'1 182-6 3'5 
,88. '47 175 "' g8 131'3 180'3 2'3>-
1883 '49 176 '09 g6 1]6'7 182:'2 2'6 
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I, n. m, IV, V, VI, Vll, 

1: i j ~ - 0", ' ,; i s ,~ 
~n ~i ~, : ds ~-Sl ~'!i :-5 0 ,n. 

'a~i 'Oi - §- --is ~~J 

~ ,ua U) 
0;1:1 

~~) ;~j ii~i • s" =·1 ~!~ 
S~! ]~ ]:,!!. .51 ll"'- -"'''' ~ ... ----

18114 ISO 1;6 101 89 147'5 189-5 8'1 
1885 159 174 96 . 85 155-2 193'7 9'3 
1886 148 17' 9~ 8. 160'9 195'9 1:0-2 

Iss, 149 17' 91 8. 163'6 195·1 7<6 
1888 151 173 93 85 162'3 190'3 4'9 
1889 156 177 96 89 IM'S 187'0 .,' 
1890 163 183 96 90 I6g,8 190'8 "1 
1891 163 18. 96 91 16g'8 187'3 3'5 
I8g0 161 180 91 87 178'0 192'0 6'3 
1893 161 179 91 88 178'0 188'5 1'5 
1894 162 178 114 8. 192,8 199'8 6'9 
1895 161 177 83 8. 195'2 198'7 5,8 
I8g6 163 171 81 81 201~Z 291'2 3'3 
1897 166 179 83 8. 200'0 201'S 3'3 
18g6 167 179 8S 83 196'5 199'5 .,8 

ISgg 172 183 91 88 189'0 193'5 .... 
19oo 179 189 100 96 179'" 185'0 "5 
IgoI 179 188 93 88 19%'5 200-0 3'3 
190' 176 184 9' 86 ' 191'3 200'3 4'0 

Igo3 174 181 9' 85 189'6 _'I 4'7 
1904 173 179 93 85 186'0 19B.., 6-0 

1905 174 :~ 
96 87 181-2 194'7 5<0 

19o6 1;6 103 93 170'9 185'9 3'6 

!~ 
18. 185 107 96 110'1 186-6 3'i 

( 

181 183 97 85 185'6 203'6 7' 

19091 
179 180 99 86 180'9 200'4 "'7 

1910 1791 1m 104 go 176'2 193'6 .'1 
Column I, Roproduced from Laytoo, I.-.u. .. Ii< SITUIy of Prias, 

P·15°· 
Col ...... III and IV, Rqmoduced from Pip>, I,,",1riM -. pp. 

Co'::*- lodes oI..-y ~ divided by iDd .. 01 wholcoalc prica 
and multiplied by .oa. 

CoIumoo II, IV and Vi ... tho figureo ..."..tinly 01 CoIwm>o 1, m and V. 
with tmNl nmoved. EOl' methodJ of removiDg theIe trmd. KC p. m6, 
footqote. 

Col ..... ViI, From Pip>, iftd,. pp. SS3-S+ 
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1901 
190' 
1903 
1904 
1905 
1906 
1907 
1908 
1909 
1910 
19tI 
1912 
1913 
1914 
1915 
1916 
1911 
.1918 
I919 
1920 
'921 
1922 
1923 
1924 
1925 
1926 
1927 
1928 
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TABLE IV 

AtlSTWL\II B.,."'lIc STAO'I!TIa, 19014 
(For the quarter ending 30th June in each year,) 

I, II, III, 
Excess of De- Proportion of Non- London Balances 

posibJ over interest-bearing of Australian 
Advances and Deposits to Total Banks with 
Investments. Deposits. London Offices. 

£m, %. £m, 
3'25 "",85 -2"32 • 
5'71 4°-26 - 1'75 
3'S3 4°'39 -2'97 
4'50 38'90 -2'74 

12:'98 37'55 2',3.0 
19-29 38'53 5,63 
18'46 41'51 5-02 
12-85 40 '48 - 2'93 
20-0 7 39'75 6'24 
29-28 42'52 18'43 
30'68 43'38 1:2'26 
26-0 5 43'66 %2'13 
30 -91 41 '39 21'4 
40'67 42,84 I9~1I 

46-85 43-08 19'86 
44'22 4S-II -5'16 
63'33 50'39 24'20 
58'33 49'95 23'97 
44'29 47'77 24'90 
67,80 5°'-41 <1:2 '22 
40 '74 45'23 6'56 
56 '32 49'1: 25"39 
56'28 46 '4 23-08 
46-31 48 ... 29'99 
60'25 46 ,8 60'78 

5
2'34 45,6 41 '20 

21- 7 43'1 28·82 
21'20 4°'3 56,81 

Column t. 1ncludCl the Commonwealth Bank'. u Saving. Depotib .... 
Calculated from the figum of Depotitl and of Ad'n!lCel and InVelitmenta 
given in the AtutrGl_ F.nu BlIlUrias :-Not. If, P.741 18, p. 41; 
and '9, p, ~8, , 

Column II. FJfUnfU BalUtic :-No •. n, p. 4S i IZ, p. 47; and 22, po 40. 
Column Ill. London balanca aft' the eueIIH of the Uleta in London OTeJ' 

depoait liahilitia in Lomion of aU Aurtraliaa bub with Londoa oScet. 



250 WAGES POLICY AND THE PRICE LEVEL 

Year, 

1901 
190' 
1903 
1904 
1905 . 
1906 
1907 
1908 
1909 
1910 
1911 
1912 
'1913 

1914-JS 
1915-1:6 
1916-11 
1917-18 
1918-19 
1919-20 

1920-2' 
1921-2% 
1922~3 

1923-24 
1924-25-
1925-26 
'921>-2, 
'927-28 

TABLE V 

Ausn.u."", BALAlfCE OJ' PAntEHn, 19"1-28 

C,edits. 

I, II. III. IV, 

Recorded Net Increase Bawra Total in Public Exports. 
Ex~Debt. 

Dividends, Credits. 

£m, £m, [m, [m, 
49'70 5" 54"90 
43"92 607 5°'62 
48"5 5'" 53'25 
57'49 1'7 59"19 
56,84 0-7 57'54 
69'74 2-0 71'74 
,.,8. - 5'3 67's' 
64'31 - 2"3 6:2"01 

65'3' 601 71 '42 
74'49 206 77""9 
79'48 8,8 88·.8 
70'10 6,8 760g0 
78'57 14'4 9''97 

60'59 5'3 65'89 
74'78 4'3 79-08 
97'96 18-6 116-56 
81'43 20'9 IOZ"33 

113'96 0'5 114".6 
149.82 10-8 160-62 
132'16 11'3 7'7 151"t6 
127,85 ,,'2 9'9 119'95 
117'81 3'9 5'9 ",'67 
1194 49 48 '1 5'3 I12 '8g 
162:'°3 0'1 1602'-1 3 
'48'56 31'5 .86""9 
144"90 u·8 ·$6'70 
1,43-21 54'3 3'9 201"41 

Column I. Tu...lromSutiniulA_forIioDtoU";""N .. , s>md S3. 
and Aru".JM. r.,.l1oo1t, No. 21. 

Column II, F.,....I., the,.... '901-13 ...... hom Wood, ~ .. l 
Bruiruu i. AUI,.Jy, p. 15]; those for 19z.-,d from 4tu"ttlu. 
r.., B~ No. :II, P. 1019-

Column Ill. To... hom A_.u.. T_ B..t., No, aI. 
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TABLE V-(, .. linaeJ) 
AOrnALIl. .. BALANCE OF PAnuNTS, 1<)01-28 

DebUs. 

v. VI. VII. VIII. IX. 
Interest Balance 

Year. Recorded on Public Freight. Total of Pay-Imports. External Debits. 
Debt. menu. 

[m. [m. [m. [ m. [m. 
,go, 4"'43 6'43 3'33 52 ''19 2'71 
'9M 4°·68 6·61 2'99 5°'28 0'34 
'903 37.8• 6'77 2'54- 47'12 6-13 
'904 37"02 6·80 2-21 46'03 13'16 
·go5 38'35 6·85 2-56 47'76 9'78 
'906 +\'74 6'91 3-35 .55-00 • 16-7a 
'907 51 .81 6-69 3·a. 62'34 5'1 
.go8 49'go 6'59 3'71 60'20 1-81 

'909 51 - I ? 6'77 3'82 61'76 9'66 
1910 60'01 6-85 4'5' 7"38 5'7' 
19II 66'97 6'54 5"6 78 '6] 9'61 
1912 78.,6 6'77 6-27 91'20 -14'30 
1913 79'75 7'35 6'73 93'83 - 0-86 

1914-15 64'4l 9'26' 16-00' 80'43 - 14'54 
1915-1 6 77'74 IO'3S· 17· .... 94'94 - 15'86 
19I~17 76'23 12'05- ,8'40> 94'63 21"93 
1917-18 6:1"33 15'25· 22-001 84'33 18'00 
[918-19 102'36 15'60- 22·2()I 124'56 - 10010 
1919-20 98'97 17·ze;. 23· .... 122'17 38'54 
192O--Z 1 163'80 18-23 8·a. 'go'8] - 39'71 
1921-22 103'07 20'49 4'7~ 128'3° 5,'65 
1922-23 131'76 20'79 5"7 157'82 - 30"15 
1923-24 140 -62 23'20 6'05 '69·87 3-0· 
1924-25 157'14- 23'75 5'97 186-86 - 24'73 
1925-26 151'64 25'55 6'37 183'56 2'30 
1926-%7 164'72 26'83 6'92 ,gB'47 -4"77 
192 7-28 148'12 3 1'09 S'78 ,a.'99 16-4" 

Column V. Id fo), Columa I. 
Column VI, Tu.. hom Wood, iM4., pp. 'n and .6g. 
Column VIL Figura for the yean 1901-13 and 19:u-~ tUm from Wood, 

1bUl., pp. 16:r. and 204i Dote f« 191~ from ~ r .. B.,A:, 
No.:n!p.~. 

• Thete figures are for" Intemt and Servica.. .. 
I The figurot in ColWUtl VI ate DOt included in the calculatiOD for theae 

yean, 
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TABLE VI 

AM"" .... AvnACE MAnEr RAn OF DISCOUlIT (TRUE 
1l0JlTBS) .111 LONDOW 

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

%. %. 
1901. , 3"7 1915 ~ 3'7<> 1_, , 2"97 1916 .. 5"21 
1903 .. , 3'38 1917· 4,81 
1904 ' , 2,68 1918. , 3'59 
IgoS, , .-62 1919 .. 3'94 
1906 , , 3"97 1920 . 6°40 
Igo1· , 4'49 1921 .. , 5"21 
1908 . , 2'29 IgZ2 .. , 2'65 
Igog , · 2'28 1923· . 2"7<> 
1910 .. · 3'18 1924 .. 3"S4 
IgIl .. " 2"9' 1:925. 4'10 
1912 • 3"63 1926 ~ 4"5 1 
1913 .. · ."31 1927 .. 4"21 
1914. · ."88 1928 , " ."IS 

~ 
The &guta for the yean 1901-11 &R tabn from Pigou, l~ Flctaa­

Dotu.p. 371; thotefortbeyun 1912-d are tUeafrom. the /JaJtiJIt~ 
- <f "" -~ Ma,'9" ad Ma"909-
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TABLE VII 

QuAlt.TEI.LY EXCESS 01' AlJSTL\LIAK BAlIK. Duosrt'S OVEt 

ADvANCES OD IHVESnIEliI'TS 

I I. 
II. L II. 

• """"" of 
....,utedy 

Y .... """"of 3~J' Year. Q r. Deposits over moving \1"<. Deposits over 
Advances and A_of Advancesand A_of 
Investments. Col. L In_ CoLL 

I. m. I. m. I. m_ I.m. 
1913 J 26'7 - 1921 I 19-0 ",,-6 

• 26·6 .6-0 2 2&% 23'7 
3 24,8 26·6 3 26-0 ·6-3 
4 2.8'3 29'8 4 '6-8 28-9 

1914- I 36-4 33-5 1922 J 34-0 32 -S 
2 35-8 33'S • 36-S 34'3 
3 29'1 30'5 3 32 '2 -32 'S 
4 26-7 29,8 4 28-6 31-6 

1915 I 33-S 33'S 1923 J 34'" 32-6 
2 40 '4 37'S • 3S'3 29-7 
3 38-7 37-. 3 19'7 2.'S 
4 33'1 35-0 4 18,. 23'3 

1916 I 33-1 30'9 1924 I 31'9 .6-4 
2 26-6 27'4 • 28·8 '3-6 
3 22'6 22'9 3 10-2 21'1 
4 19'5 22'1 4 24'2 25'S 

'917 I 24'2 26'9 1925 I 43'1 35'2 • 37"1 33-6 2 38'2 36-2 
3 39-6 31-8 3 27'4 3°-I 

1918 
4 36-6 38 ,6 4- 24'7 30'S 
I 39'6 36'0 1926 I 39"4 3'-0 
2 31 '9 30 -", 2 31"9 30'1 
3 19'7 21'3 3 19'1 21'3 
4 12'3 16-3 4 13-0 17-6 

1919 I 16'9 16'0 192 1 I 20'1 17-3 
2 IS-7 20'1 2 18'1 16'. 
3 2F 27-3 3 10'S 14'9 
4 3 ,6 38-0 4 16'0 -1920 I 50'6 44-S 
• 45'1 42'9 
3 33'0 31'S 
4 16'5 22·8 
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