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Appointment and Terms of Reference. 

The Prime Minister has appointed a Committee with the following terms of reference :

"To consi9.er the commercial and industrial policy to be adopted after. the War, with 
special reference to the conclusions reached at the Economic Conference of the Allies, 
and to the following questions :-

"(a) What industries· are es.sential to the future safety of the nation: and what steps 
flhould be taken to maintain or establif!h them. · 

"{b) What steps should•be taken to recover home and foreign trade lost during the War, 
and to secure new markets. · 

. "{c) To what extent and by what means the resources of the Empire should, and can 
be dev-eloJ>ed. · 

"{d) To what extent and by what means the sources of supply within the Empire can 
be prevented from falling under foreign control." · 

The Committee is composed as follows:-

The Right Ron. LOrd Balfour of Burleigh, K.T., G.C.M.G. (Chairman). 

Mr.· Arthur ·Balfour. 

Mr. H~ Gosling. 

Mr. W. A. S. Hewins, M.P. 

Mr. A. H. Illingworth, M.P. 

Sir J. P. Maclay, Bart. 

The Right Ron~ Sir .A. Mond, Bart., M.P. 

:Mr. Arthur Pease. 

Mr. R. E. Proihero, M.P. 

*Sir Frederick H. Smith, Bart. 

:Mr. G. J. Wardle_. M.P., 

together with the following gentl~men l"ho are presiding over Board of Trade Committees on 
ihe position of impo~nt industries after the War:-

Sir H. Birchenough, K.C.M.G. (Textil-e Trades Committee). 

Sir Alfred Booth, Bart. (Shipping and Shipbuilding Trades COmmittee) . 

. Lord Faringdon {Committee on Financial Facilities). 

Sir C. G. Hyde (En.gineeriD:g Trades Committee). 

The Ron. Sir C. A. Parsons, K.C.B., F.R.S. (Electrical Trades Committee). 

LOrd Rhondda (Coal Trade Committee). 

Mr. G. Scoby Smith (Iron and Steel Trades Committee). 

Mr. Percy Ashley, of the Board of Trade, and Mr. G. C. Upcott, of the Treasury, have been 
appointed Secretaries to the Committee. 

July, 1916. 

• Now Lord Colwyn. 



N O'IE AS TO CHANGES IN THE MEMBERSHIP oF THE CoMMITTEE. 

In October, 1916, the. following additional appointments were made to the Committee:

Mr. R. Hazleton, M.P.,. 
Sir W. S. McCormick, LL.D., 

tMr. A. McDowell, 
Mr. J. O'Neill. 

In November, 1916, Sir G. A. Muntz, Bart., was added to the Committee in his capacity 
of Chairman of the Committee appointed by the Board of Trade to consider the position o£ 
certain Non-Ferrous Metal Trades after the War. 

-In December, 1916, the following ceased to be members of the Committee upon accepting 
office on the :formation of the present Government:-

Lord Rhondda, 
Mr. A. H. Illingworth, M.P., 
Sir J. P. Maclay, Bart., 
Sir A. Mond, Bart., M.P., 
Mr. R: E. Prothero, M.P. 

In January, 1917, Mr. A. Nimmo was appointed to the Committee upon becoming Chairma 
of the Coal Trade Committee in succession to Lord Rhondda. - · 

Subsequently, in April, 1917, the following were appointed to the Committee to fill th4J 
vacancies created in the preceding December:.-

Sir C. S. Henry, Bart., M.P., 
Sir W. Pearce, M,P., 
Sir W. Priestley, M.P., 
Mr. J. A. Roxburgh, 
Sir A. Williamson, Bart., M.P. 

Finally, in August and September, 1917, Mr. Wardle and· Mr. Hewins retired from the 
Committee upon appointment as Parliamentary Secretary to the Board of rrade and Under 
Secretary of State for the Colonies respectively. 

The final composition of the Committee is therefore as follows:

The Right Hon. Lord Balfour .of Burleigh, 
K.T., G.C.M.G., G.C.V.O. (Chairman). 

Mr. A. Bal:£our; 
Sir Henry Birchenough, K.C.M.G., 
Sir Alfred Booth, Bart., 
The Right Hon. Lord Colwyn, 
The Right Hon. Lord Faringdon, 
Mr. H. Gosling, C.H. 
Mr. R. Hazleton, M.P., 
Sir C. S. Henry, Bart., M.P., 
Sir Clarendon Hyde, 
Sir W. S. McCormick, LL.D., 
Sir A. McDowell, G.B.E., 
Sir G. A. Muntz, Bart., 
Mr. A. Nimmo, 
Mr. J. O'Neill, 
The Hon. Sir C. A. Parsons, K.C.B., F.R.S., 
Sir W. Pearce, M.P., 
Mr. A. F. Pease, 
Sir W. Priestley, M.P., 
Mr. J. A. Roxburgh, · 
Mr. G. Scoby Smith, 
Sir A. Williamson, Bart., M.P. 

Mr. Hazleton was unable to' be. present during the later stages of the enquiry, and has not 
11igned tLe Report. 

t Now Sir A. McDowell, .O..B.E. 
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REPORT. 

1,o 'l'HE RIGHT RoN. D.' LLOYD·· GEORGE., M P · p M . ., RIME INISTE 

CHAPTER I. 

INTRODUCTI()N. 
SiR' 

. ' 
1. W~ have n~w the. h~mou~ to present our final report upon the matters referred to us 

by ~r. Asqmth as Pnme Mmister m July, 1916. In the course of our inquiry we have held 49 
meetm~.s, and t~ere have also been meetings of sub-committees constituted for special purposes 
from time to time, we have examined 81 witnesses and have considered a lar()'e amount of 
documentary evid~n.ce. It w.ill be ~een fr?m the Note printed on the preceding pages that since 
th~ dat~ of our ongmal appomtment considerable changes have taken place in our membership, 
chiefly m consequence of the acceptance of office by five members of the C'ommittee on the 
formation of the present Government in December 1916~ 

I J. 

2. The t_~ms of our reference cover a vast range of subjects, and, having regard to the fact 
that the special circumstances of many of the most important and staple Trades' were being made 
the subject of enquiry by special Committees appointed by the President of the Board of Trade, 
we resolv:ed after a review of all the circumstances to proceed mainly upon documentary evidence, 
and particularly upon the reports of the above-mentioned Committees, and only to undertake the 
examination o.f witnesses in regard· to matters not adequately covered by the records and materials 
already available for our use. It will be noticed that the Chairmen and, in some cases, other 
members of the Committees to which we refer are also members of our Committee. We have 
had before us very valuable reports from the special Committees which have been based upon 
prol~nged and ·exhaustive inquiries, and we have also received a large number of. representations 
from Chambers of Commerce and Trade Associations, to which we addressed certain inquiries, 
from private firms and ind~viduals, and from the Governments of certain Crown Colonies and 
Protectorates through the, Colonial Office. We have accordingly for the most part called 
witnesses in connexion with a limited number of "pivotal" industries referred to in Chapter V, 
or to elucidate certain special points only, but we thought it desirable to supplement the inquiries 
of the special Committees mentioned above by taking general evidence on broad questions of com
mercial policy from a number of merchants engaged_ in export trade with the most important 
overseas markets. 

3. At the outset of our deliberations we decided to deal in the first place as matters of special· 
urgency with the policy to be adopted with a view to· carrying into effect immediately after the 
War the Resolutions of the Paris Economic Conference for the Transitional Period.* These 
Resolutions were accepted by the late Government and our attention is specially directed to them 
by the terms 'of our Reference. We accordingly submitted to Mr. Asquith on the 9th November, 
1916, a report on the Importation of Goods from the present Enemy Countries during the 
Transitional Period after the War, and· on the 14th December, 1916, we forwarded to you a report 
on the Treatment of Exports from the United Kingdom and British Overseas Possessions and the 
Conservation of the Resources of the Empire during the same period. 

4:. The announcement at the commencement of the present year that an Imperial War Con
ference would be held at an early date made it in our opinion desirable that we should give 
immediate consideration to the question of the future trade relations between the United Kingdom 
and the British Possessions Overseas, and we accordingly transmitted to you on the 2nd February 
last certain Resolutions at which we had arrived in regard to the Policy of Imperial Preference. 

5. On the 16th March last we made a further interim report on certain Essential Industries 
in which we dealt, with special reference to Subhead (a) of our Terms of Reference and to the 
first of the Permanent Resolutions of the Paris' Economic Conference, with certain typical 
"key" or "pivotal" industries, and laid down the general conclusions which seemed to us to 
flow from our detailed examination of selected instances. 

6. When we come to consider all the difficulties connected with reconstruction after the "\V ar 
it is obvious that we shall have to re-organise our industries to meet the new conditions. We shall 
have to consider the difficulties in which our industrial problems, as well as some aspects of our 
social life, were involved before 'the outbreak of war; and we must consider how to deal with the 

, economic problems of our industrial life, which, if not created, have at any rate been brought 
into prominence and tested by the War. To do this successfully we shall have to take a wide·view 
o; such points as how to get the most efficient production out of our industries as well .as how 
to adjust the interests of all concerned. · In all probability a permanent improvement can only 

• The Recommendations ot the Paris Economic Conference were published in Cd. 8271, 
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be obtained from better organisation of the trades concerned, . but those interested will almost 
<:ertainly look for assistance from thE;} Government in a variety of ways, and questions involving 
tariffs will have to be considered and ·dealt with. In our opinion it will be necessary for the 
Government. to give special consideration to the circumstances of each trade, and any request for 
enoouragement and assistance should be dealt with not only on its own merits but in relation to 
the trade of the country as a whole. It must not be lost sight of that the connection between the 
different.trades is closer than is always recognised, and the fact that the producers in one trade 
are the consumers in others makes it impossible to deal with the development of any particular 
industry without considering its effect upon those employed in others. 

7. In this report we recapitulate for the sake of making a complete reoord the conclusions 
embodied in our interim xeports. We state also the broad principles which in our opinion sho-uld 
guide the Commercial policy of the Government in other measures which may be required during 
the transitional period after the ·war, but we do not think it possible or expedient for us to 
attempt any detailed elaboration of those measures which must largely depend upon circum
stances which cannot at present be altogether foreseen. Similarly we have not thought that any 
useful purpose would be served by the re~nsideration of a number oi questions which have been 
fully investigated, both immediately before and during the War, by other bodies such as the 
Dominions Royal Commission. The main object, therefore, of the report which we have now the 
honour to present is tO lay down the general lines of policy upon which we think that permanent 
provision should be made in the light of the experience of the war for the safeguarding and pro
motion of British Industry and Commerce in-the future. This we do in broad outline, and we 
have not attempted to enter into the detailed application of the principles which we recommend, 
except where it appeared to be necessary to do so for purposes of illustration. 

8. There are howevef two specific matters to which we thought it desirable to give special 
attention and on which we have taken a oonsiderable amount of evidence, namely the proposals 
for the compulsory adoption of the Metric System of Weights and Measures in this country and 
the introduction of a Decimal Coinage .. With these subjects we deal at length in Chapters X 
and XI of this Report~ · 

9. We 'had originally proposed to include in our investigation and Report the subject of 
further State action in respect of the collection and dissemination of Commercial Intelligence, 
and the extension and improvement of the Commercial Attache and Consular Services of the 
Foreign Office and the Trade Commissioner Service of the Board of 'l'rade. It is apparent from 
the Reports of the Departmental Committees appointed by the Board of Trade and from the 
evidence o£ our own witnesses that these are matters to which great importance is attached by 
British traders generally; but as we were informed that they were already under the serious 
consideration of the Government Departments concerned, and were the subject ·of exhaustive 
enquiries, we decided that it was unnecessary for us to deal with them. We have now had before 
us the "Memorandum with respect to the Future Organisation of Commercial Intelligence." 
(Cd. 8715), issued by the Board of Trade and the Foreign Office, which sets out the new 
arrangements as to the Departments of Commercial Intelligence; and we need not do more than 
express our appreciation of the advance which has been made, and our hope that the new 
organisation may be enabled to give the fullest possible assistance in the development of our 
Inter-Imperial and Foreign trade alike. . · 

10. It will be observed that we have not dealt in this Report with the question of Shipping 
Policy after the War. Owing to difficulties which we fully appreciate, the Departmental Com
mittee on Shipping and Shipbuilding have been hitherto unable to oomplete their labours and to 
present a report on shipping questions for our consideration. In view of the exhaustive inquiries 
which the Departmental Committee are making, it appeared to us that to attempt ourselves to 
undertake a detailed investigation into the matter would be a waste of effort, and we thought it in
expedieni; on general grounds to. delay this Report further. In these circumstances we recommend 
that the whole position as regards shipping (which will vitally affect the :welfare of all industries 
afterthe ·war) should be specially considered by the Government in the light of the Departmental 
Committee's report, as soon as it is received .. We wish only to say that, in view of the :shortage 
of the world's tonnage, whilst it may be desirable to impose for a limited period some restriction 
on the use 'of British ports by present enemy shipping, any policy which might tend to check 

·the use of our ports by foreign shipping generally would, in our opinion, be inexpedient. 

ll. We attach great . importance to Resolution B. I of the Paris Economic Conference 
being carried out in its widest sense. We are of opinion that the rapid reconstruction of industry 
and of our mercantile marine. will depend largely on the extent to which repa1·ation- is exacted 
in kind from enemy countries, and that this should be done as fully as may be practicable. 

12. The main subjects discussed in this Report, in addition to those already dealt with in 
our Interim Reports, are acoordingly:- · , 

(1) The manner in which Imperi~l Resources may be further developed and the supplies 
of important raw materials assured: 

(2) The treatment of aliens, including present enemy subjects, in respect of certain com
mercial and industrial occupations in this oountry: 

(3) The internal re-organisation of industry and the assistance which may be rendered 
by the Government in promoting it: 

( 4) The question of :financial facilities for trade, and the be!lring !Jf taxation upon 
industrial development. 

22243 A.4 



(5) The general policy which should be adopted by the State in regard to the manufac
turing and commercial interests of the British Empire, with special reference to 

·the prevention of "dumping " and the safeguarding of important staple industries. 
(6) The proposals for the adoption of the Metric System of Weights and Measures and 

the introduction of a'Decimal Coinage. 

CHAPTER II. 

THE PosiTION OF BRITISH TRADE AND INDUSTRY IN 1913. 

13., The starting poipt for the consideration of the -various questions remitted to us by our 
terms of reference is necessarily a -survey of the general position of British industry and Overseas 
trade on -the eve of the outbreak of war. We propose to summarise· as briefly as possible in 
the present chapter the evidence on this· _subject -supplied to us from the various sources in
dicated in paragraph 2 of Chapter I. In subsequent chapters we shall set out the conclusions 
which we have drawn from the more important facts disclosed illj this evidence a-s to the need 
of State action in certain directions and the general principles by which such action should be 
guided. · 

14. The total value of the imports into the United Kingdom (exclusive of bullion and specie 
and of transhipment~ under bond) amounted in 1895 to 417 million£ and by 1913 had increased 
to 769 million£; the exports of the produce and manufactures of the United Kingdom, which 
were 232 million£ in the former year, had risen to 525 million £in 1913, whilst re-exports had 
increased from 60 to 110 million £. The following summary table shows the averages for 3 
quinque~nial periods and for the 4 years 1910.:....1913 (the year 1913 being the last normal year):-

I 

Imports Exports of U.K. 
Annual produce and manu-
Average. ( exc. bullion facture ( exc. bullion Re-exports. 

and specie). and specie). 

' Mill. £ Mill. £ Mill.£ 
1895-99 ... ... . .. ... 453 244 60 
1900-1904 ... ... . .. . .. 533 289 67 
1905-1909 ... ... ··~ 

... 607 377 85 
1910-:-1914 ... ... ... . .. 718 474 107 

15. The proportion in value of the imports drawn from British Possessions has tended to in
crease in I'ecent years, though the upward movement has not been rapid. The average for the 
quinquennial period 1900-1904 was 20·8 per cent., and for 1905-1909 22·9 per cent., whilst for 
the four years 191~1913 it was 25~1 per cent. On .the other hand the proportion in value of 
the E!xports of the produce and manufactures of the United Kingdom which went to Briti~:~L 
Possessions fluctuated considerably, the averages being:-

1900-1904 
1905-1909 

and 1910-1913 

37·0 per cent. 

33•3 " 
35•7 

" 
16. The share of present enemy countries in the £oreign trade of the United Kingdom had 

for some time been fairly constant, and showed no tendency towards rapid increase. The imports 
from those countries constituted on the average for the years 1900-1904 11·2 per cent. of the total 
imports into the United Kingdom, for 1905-1909 the average was 11·3 per cent., and for 1909-
1913 U·5 per cent. The exports to present enemy countries constituted 11·5 per cent. of our 
total expor1s of United Kingdom produce and manufactures on the average for 1900-1904, 12 
per ce:p.t. for 1905-1909~ and 11·2 per cent. for 1910-1913. The great bulk of this trade.was with 
Germany, whose share in the total imports into the United Kingdom had gradually riSe~ from 
an average of 8·8 per cent., for 1900-1904 to 9·7 ·per cent. for 1910-1913; her share m the 
exports of the produce and mal).ufacturea of the United Kingdom was on the average of 1900-
1904 8·5 per cent., rose in the following quinquennium to 9 per cent., and fell to 8·3 per cent. 
for 1910-1913. 

17. The next summary table shows th~ value of the net imports (that is, the imports retain~d 
for consumption in the United Kingdom) and the proportion thereof formed by goods classed m 
the Trade Accounts as wholly or partly manufactured, and also the extent to which the total 
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exports ·of produce ·and manufactures of the United Kingdom consist of goods .wholly or partly 
manufactured:-

Imports. 
Exports of U.K. produce and 

manufactures. 
·---· 

Net Imports Exports of -- of Manufac- Manufactured 
Total tured and 

Net Imp01ts .. partly 
Manufactured 

Total. and partly 
Manufactured 

goods. 
goods. 

1895-9 ... ' ... ... ... 393 94 244 206 . 
1900-1904 ... ... ... 466 113 289 231 
1905-1909 ... ... ~ .. 522 124 377 303 
1910-1914 ... ... ... 611 167 474 383' 

18. The next table shows the actual increases in United Kingdom trade under each of the 
four headings giv:en ah9ve and the corresponding increases for our three principal competitors, 
Germany, France and the United States of America. 
--

United Germany. France. U.S.A. 
Kingdom. 

--
Increase in Million£ on average for 1910-13 over average 

for 1895-9. -

Net Imports for home consumption ... 218 260 155 188 . , 
81 Imports of manufactured and partly manu- 72 48 37 

factured goods. · . 
Total Exports of domestic produce and 230 244 115 221 

manufactures. 
Exports of manufactured and partly manu- 177 170 71 140 

factured goods. 

19; Having regard to the fact that the population of the·United States of America is ·double 
that of the United Kingdom, whilst that of the German Empire is half as much again as our own,. 
and also to the great diff.erences between the three countries as to the supplies of raw materials of 
industry within their own boundaries, the comparative figures set out in the above table appear 
to us to bear remarkable testimony to the strength and vitality of British. industry as a whole. 

Moreover in any con;tpa:tison with Germany and the United States it is reasonable that 
account should be taken of the British Empire as a whole, and not simply of the United Kingdom. 
Statistics for the Empire comparable to those given in the preceding table are not available, b}lt 
there is no question that the same progressive movement which has been shown by the .trade o£ 
the United Kingdom during the period under review has characterised the trade of the rest o£ 
the Empire. Taking the trade with foreign countries alone, the total imports into the British 
Empire as a whole ro~e :from 527 million £ in .1900 to 845 million £ in 1913, whilst the total 
exports (including re-exports) rose from 362 million£ in 1900 to 7'12 million £in 1913. During 
the. same period, the total imports into the United Kingdom :from other parts o£ the British 
Empire (exclusive o£ Egypt) rose :from 130 million £to 141 million £, whilst the total .exports 
increased from 108 million £ to 232 million £. The trade between the various narts o£ the 
Empire other than the United Kingdom increased from 42 million£ to 79 million£.-

. Within the wide fi·eld o£ United Kingdom trade the conditions o£ the various industries are 
. far from uniform, and their prospects are by no means identical and consequently a more detailed 
~urvey is necessary :for the purposes which we have in view. In making that survey we have 
relied largely upon the reports o£ the Departmental Committees appointed by the Board o£ Trade. 

The CoaZT:ad.e· (Report o.f Departmental Committee) . 

. 20. The total export of coal (excluding coke and manufactured :fuel) :from the United King· 
dom in 1913 amounted to 73·4 million tons, representing fully three-quarters of the total weight of 
our ·exports o£ all kinds; and the quantities of coal, coke arid manufactured fuel shipped aboard 
in that year amounted to about one-fourth o:f the total output o£ the United Kingdom; ·and with 
the· addition of the amounts shipped as bunker coal in foreign-going vessels to about one-third 
of th~ output. The value was nearly 54 million £ and represented over 10 .per cent. of the value 
of the total exports of the produce and manufacture of the l;Tnited Kingdom. Before the war 
the British coal trade enjoyed strong and in some cases an almost unchallenged position i~ 
Norway, Sweden, Denmark, Spain, Portugal, Italy and South America (the only market of 
importance outside Europe .for United Kingdom coal); and it had by far the largest share of 
the coal i~port trade of. France; where competit~on was encount~re~ from Belgium and Germany, 
the latter country, havmg a very large share m the substantial Imports of coke in which the 
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Unit-ed Kingdom dld not compet-e. In Belgium German imports were predominant and were with
out competition in respect of eoke, whilst they almost complet-ely controlled the Dutch and Austro-. 
Hungarian markets. Germany itself imported in 1913 over nine million tons of coal from the 
United Kingdom, this amount being a little lessthan the average for the previous four years. 

21. During the war Sweden has been compelled to buy the greater part of her imported coal 
from Germany, wlilch is believed to be laying the foundation of a large predominant trade there, 
and British exporters anticipate some difficulty in reasserting their position. Germany has also 
considerably increased her coal trade in Denmark, but it is believed that, though she may retain 
a certain amount of new business, it will not be difficult for the British trade to re-establish its 
predominance. In Italy there has been during the war a substantial import of coal from the 
United States of America to make good the falling off in supplies from the United Kingdom, 
and there has also been a considerable increase of United States exports to the Argentine, Chile 
and Brazil, but so far the United States exporters have done comparatively little to fill the gap 
caused in South Americd. by the restriction of British supplies. 

· 22. The Departmental Committee on the Coal Trade recommend that the policy of this 
country be directed towards maintaining, and, if possible, extending the export trade in coal, and 
that with this object all restrictions on the free export of coal imposed during the war, including 
the present system of export under licence, should be removed as soon as possible after the termi
nation of· hostilities.· As regards the exports to Germany, and the possibility of replacing the 
supplies hitherto drawn from that country by -our present Allies, the same Committ-ee express the 
opinion that to refuse British coal to Germany would result in prejudice to special districts in this 
country which have relied in the past tQ a large extent on that market, and that so far as coal 
and coke are concerned the Allied countries uoon the Continent will·find it imoracticable to 
make themselves independent of German suppli;s, in spite of any natural prejudices on the sub
ject. The Departmental Committee also think it impossible to confine the distribution of British 
coal at foreign coaling stations to British and Allied hands, though they are of opinion that 
British coalowners and exporters might well consider the possibility of restricting the bunkering 
·of foreign ships witll. British coal through German firms. · 

23. As positive suggestions the Departmental Committee recommend the release of colliery 
employees from the colours at the -earliest possible date after the termination of hostilities; efforts 
to increase production by complet-e co-operation ~tween employers and their workmen and by the 
introduction o~ the most modern appliances· and by the removal of restrictions affecting output; 
greater co-operation amongst coal-owners, export-ers and shippers for the development of the 
export trade; improvements in loading facilities at British ports; amendment of the law relating 

. to surface support; and the creation of a statutory tribunal to enforce the granting of way leaves 
where unreasonably withheld, and to consider applications for facilities for the erection of coke 
ovens and chemical works on land adjoining collieries. · 

The ]Ton and Steel TTades (Repo'l't of Departmental Committee). 

24. The output of Iron Ore in the United Kingdom has for a number of years past been 
practically stationary; in 1913 it amounted :to 16 million tons, as compared with a production 
of 36 million tons in Germany, and 60 million tons in the United States. The importation of 
Iron Ore into this country reached its pre-war maximum (7·8 million tons) in 1906; in 1913 
it was 7·4 million tons; the importation into Germany was 7•5 million tons .in 1906, and 
13·8 million tons in 1913; the imports into the United. States are insignificant on account of 
the vast native supplies. The production of Pig Iron in the United Kingdom in 1913 amounted 
to 10·3 million tons, a :figure much higher than that of 1912, but only very slightly in excess 
of the output of the years 1906 and 1907. In 1913 the output of Pig Iron in Germany was 19 
million tons, having risen from 12·1 million tons in 1906, whilst the United States production, 
which in the last-mentioned year was 25·3 million tons, had risen to 31 million tons in 1913. 

25. The Steel production of the United Kingdoll} had also made comparatively little progress 
before the war; in 1912 and 1913 it advanced rapidly, but even so it had risen only from 6·5 
million tons in 1906 U;l 7•7 million tons in 1913; whilst between the same years production in
creased in Germany from 11·1 to 18·7 million tons, and the United States from 23·4 to 31·3 million 
tons. The Exports of Iron and Steel and manufactures thereof (excluding machinery) from the 
United Kingdom were valued in 1906 at 40·7 million £,and in 1913 at 55·3 million £-an 
·increase of 14·6 million £; between the same years the exports from Germahy advanced from 
28·5 to 54·5 million £ (a rise of 26 million£), and the United States exports from 15·5 to 32·6 
million"£ (a rise of 11·1 million£). Thus the exports from Germany had reached practically 
the same figure as those from the United Kingdom, whilst those from the United States, which 
did not become a serious competitor in the world's market until the beginning of the present 
century, had become by 1913 three-fifths of the United Kingdom export. 

26. The relatively stationary condition of the British iron and steel industry in respect of 
production, and its declining position in the world's trade, are ascribed by the Departmental Com
mittee on the iron and steel trades in part to the deficiency of the United Kingdom's natural 
reso~es of iron ore, but primarily to the more modern character, better organisation and greater 
efficiency of the German and American industries in respect alike of the acquisition and develop
ment of supplies of raw materials, of production and of distribution. The Committee remark 
that "the American and German iron and steel industries are of relati\ely recent growth, and 
have throughout been organi:-:ed for large scale production, and small installations held and workt>tl 
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by individual owners are eomparat~veiy unknown. The individualism of tha British character 
has often led the iron and steel manufacturer to prefer to retain personal control over a small and 
relatively inefficient works rather than pool his brains and capital to the greater ultimate advan
tage of the industry. . . . The iron and steel manufacturers o£ Germany and America have 
developed their industries on an immense scale, aiming at the production of large quantities o£ 
uniform articles rather than at variety of output. Large units specially designed :for cheap 
production have been laid down. On the other hand, expansion in the United Kingdom has 
generally meant the remodelling and extension of existing works." Further, the efficiency o£ the 
iron and steel plants of the United Kingdom is stated to be, as a result of several distinct :factors, 
very· far behind that of their American and German competitors-the production of small units· 
being naturally less, the expenditure of labour greater, and the appliances :frequently inadequate. 
Attention is called by the Iron and Steel Trades Committee to the :fact that the production of 
pig-iron per blast-:fnrnace per annum in the United'Kingdom·.rang·ed in 1915 in England and 
Wales :from 33,300 tons in the Lincolnshire and Leicestershire districts to 65,000 tons in South 
'Vales, whilst in the United States in the same year the range was :from 80,000 tons in Alabama 
to 135,900 tons in Illinois. Corresponding figures :for Germany are not available :for later than 
1911, but in that year the range was :from 45,700 tons in Lorraine and Luxemburg to 6'7',400 in 
Rhineland-Westphalia, and there is no doubt that these figures had been very considerably 
increased prior to th-e outbreak o£ war. Production in Germany and the United States is con
trolled by very powerful combinations-in the former country by the Stahlwerksverband, a com
bination primarily for sellingpu.rposes, but regulating certain classes of production and allocating 
orders amongst its constituent members so as to concentrate and specialise production so :far as 
possible; whilst in the United States the United States Steel Corporation-an actual consolidation 
-controls an output of iron and steel greater than tlie whole output of the United Kingdom and 
co-operates with other powerful interests~ 

27 . .As regards distribution, there are in the United Kingdom numerous trade associations, 
but they are mostly small in membership, limited each to a narrow rang·e of commodities, or to 
a single commodity, and concerned only with the regulation of prices. The German overseas 
marketing is in the hands o:f the Stahlwerksverband, which pursues a systematic policy as to the 
exploitation of overseas markets, whilst the American :foreign trade in iron and· steel is practi
cally entirely carried on by the United States Steel Products Co., a subsidiary of the Steel 
Corporation. It is the existence 'of these highly developed distributing organisations which have 
made possble the systematic attacks on the British market, and the policy of "dumping," 
which was previously only occasj.onally adopted by .both Germany and the United States, is 
widely believed-to have been deliberately adopted by Germany from 1911 onward with a view 
so to crippling the iron and steel industry of this country as to outclass her in a war of material. 
1'he Departmental Committee are o£ opinion that the instability of the British iron and steel 
industries resulting from this and the other conditions which have been summarised, had 
resulted prior to the war in their becoming very seriously discredited as a field :for the investment 

,of capital., 

28. The Iron and Steel Trades Committee recommend (1) that an organisation be :formed by 
users o£ iron ore and others interested to undertake the import and distribution of :foreign ores in 
Gr~at Britain, and acquire interests in: ore properties abroad, and that such organisations should 
receive Government financial assistance, if necessary; (2) that the British iron and steel manufac
turers should be urged to form combinations for the purpose of laying down large and· well
designed new units for cheap production upon modern lines, and should, if necessary, receive 
financial aid :for that purpose from the Government, especially in view o£ the high cost of laying 
down large plant to-day, and (3) that a national selling organisation should be :formed in ord·er 
to market British iron and steel products in an efficient and ·eoonomical manner, and for this pur
pose to undertake the distribution of orders so as to reduce the cost of production to the lowest 
limit b:y keeping individual works running as long as possible on standard products. 

29. The majority of the Departmental Committee are of opinion that the capital necessary 
:for the reorganisation and extension of the British Iron and Steel industry will only be forthcom
ing .i£ there is some security :for a reasonable return upon it, and for this purpose they recom
mend (a) anti-dumping legislation; (b) the imposition o£ Customs duties upon all imported Iron 
and Steel and manufactures thereof; (c) for this latter purpose maximum, general, and minimum 
rates of duty to be imposed which shall be readily variable according to the changing demands 
o£ national policy; (d) that every endeavour should be .made to co-ordinate the economic policy of 
the United Kingdom with that of the Dominions and of the Empire generally; (e) that all Iron 
and Steel imported into th'e United Kingdom should· bear clearly and indelibly a readily recognis
able indication of origin. 

30. Of the imports o£ Iron Ore (other than manganiferous and manganese ores) into the 
United KinO'dom in 1913 amounting to 1·2 million tons, less than 2' per cent. was derived from 
Dritish Pos;essions. Fr;nce, Algeria and Tunis furnished 1·4 million tons, Spain 4·5 millions, 
and Sweden and Norway 0·9 million tons. ~angani!erous qre came almost entirely from Spain 
(188,000 tons), whilst of Manganese _Ore British Ind1a contributed more th.an one-hal£, the bulk 
of the remainder coming from Braz1l. The Iron and Steel Trades Committee recommend that 
alien interests should not be allowed to acquire Iron Or~ deposits ~f the British Ep1pir~ (the 
·wabana deposits in Newfoundland are of great magmtude and Importance), and that an 
adequate survey of the natural resources of Great Britain and the E~pire B',.enerally should• be 
undertaken. 



12 
I 

. til. A~ongst other recommendations the Departmental Committee suggest that all purchases 
of ~ron or.Steel made by or for the .G:overnment, public bodies and Railway companies within the 
U~uted Kmgdom shou~d be of British manufacture; that the raising of capital in the United 
Kmg~om for .unde~takm~s a?roa~ should be con~itional upon the purchase of as much of the 
materia~ requ~red. as possible: In this ~ountry; that Improvements should be made in the ma.chinery 
for the mvestigahon and fixmg of railway rates and measures taken against unfair shipping pre
ferences; that ~he development of th~ _?anal system of the United Kingdom should be undertaken 
~s soon as possib.le;. that better provisiOn be made for dealing with questions of wayleaves; that 
mcrea~ed depre~Ia.tw~ allowances be made for income tax purposes; and that there should be an 
.extensive reor~am~ahon of the Government system of commercial intelligence. The Depart
mental Committee also make a number of recommendations as to education and apprenticeship. 

The Engitneering Trade~ (Report of Departmemal Committee). · 

. .32. The va.lue of the en~ill:eering products ·exported from this country was in 1903 29·3 
mdhon £, and In 1913 59·2 milhon £. Unfortunately there are no data later than those of the 
Census ?f ~roductio;n .of 1907 as to the total engineering output of this country, nor any com
prehensive mformatwn as to the power available in works nor any valuation of machinery in a 
collective form. ' 

33. The-'foreign competition encountered· in the home and foreign markets comes practically 
from only four c~untries-the United States, Germany, Belgium and France; and except in 
respect of motor cars and parts thereof, in which the French and Belgium competition is very 
keen, the foreign competition experienced by the :J3ritish Engineering trade in the home market 
w~s practically only from Germany and the United States. Importations into the United 
Kmgdom from Germany amounted in value in 1913 to 4·2 million£ (of which 3·9 millions were 
retained for home consumption) and was distributed' over practically all classes of engineering 
products, the largest individual items being electrical machinery and scientific instruments. On 
the other hand, the-exports of engineering products from the United Kingdom to Germany in the 
same year were valued at 2·5 million£, and the Departmental Committee on Engineering Trades 
remark that they are not impressed with the seriousness of the German competition in the United 
Kingdom market, though there seems to be littLe doubt that much of the German sales here have 
been made possible by the goods being offered at prices not fully remunerative, this being 
facilitated by the operation of the German Kartells, which could by a system of rebates provide 
subsidies tD encourage foreign trade. · 

34r As regards the United States, the engineering imports into this country in 1913 
amounted to 6·8 million£ (4·9 million£ for home consumption). Motor cars and parts thereof 
accounted for about one-fifth of the tot11l imports, thenextlargestitems being scientific apparatus, 
agricultural machinery, typewriters, electrical machinery and machine tools. Our engineering 
exports to the United States amounted to only £900,000. Two-thirds of the imports from France 
(which amounted to 2·9 million £) consisted of motor cars and parts thereof, whilst more than 
one-half of the imports from Belgium (1·2 million £ in all) consisted Df similar commodities. 

. -

35. The Departmental Committee point out that in the overseas trade British manufacturers 
do not enjoy any preference in India, where competition is almost as fierce as in extra-Imperial 
markets; in the case of Canada the preferential treatment accorded to British goods, although 
of considerable value in certain instances, is not in itself sufficient in most articles to enable 
the British manufacturer to overcome the disadvantage under which he labours as compared 
with his United States competitors; and in Australia, New Zealand and South Africa the 
preference conceded to British Engineering products is in most cases only small, and· Germany 
and the. United States compete with this country with a substantial measure of SillCCess. 
In Russia, Italy, France and Rouinania, German engineering imports were predominant before 
the war; and as regards other representative markets it is pointed out that in Brazil we were 
:~urpassed by the United States and Germany, whilst Belgium was an active competitor. In 
Chile Germany had the first place, and there was also active competition from the United· States, 
and in China Germany's sales were double our own. 

36. The Departmental Committee ascribe the su.ccess of German competition to the _operations 
of the Kartells and their rebate system, the low railway ratt>_s for expor~ and low freight rat~s, 
the intelligent assistance of German official repr~sentatives abro~d, a IIberal system of. credit, 
cheapness of manufacture on a large and standard1sed scale, a bl!-smess hke. m~thod of selimg and 
adjustin(J' goods to the needs of customers, the advantages of hberal specialised educatiOn; and 
ihey ada"'that "all these methods should bewellwithin the compass of the British manufacturer." 

I 

37. On the question of the relative efficiency of British and foreign works, the Departm~ntal 
Cbmmittee state that they have been much impressed by the very large num?er .of relatively 
small firms that exist in the British industry, each with a separate orgamsah?n, separat~ 
ilstablishment charges, separate buying and selling arrangements, and eac~ pro?ucmg a multi
plicity of articles. A system of exclusiveness and aloofness marked the engmeex:_mg t:ade before 
the war; many firms were employe~ in the production of a large variet;y of articles .m .common 
use and no two manufacturers aimed at producing precisely the same article, each clai?lmg some 
special merit for his own. In Germany and the United States manufacturers work m as large 
units as possible; the number of patterns produced in each works is strict~y limited; there is much 
specialisation and repetition work. Whilst the United Kingdom ca~ pomt to :~?any works o! the 
highest class with the most modern equipments for work at the highest effic1ency, there Is no 
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doubt that many o£ our older works are.manufacturing at costs which could be gr~atly reduced if 
the works as a whole were on a larger scale, better planned and equipped, and consequently 
capable of being worked in the most -efficient and economical manner. G:ermany, on the oth~r 
hand, coming late into the field, started on a large scale with all modern Impr~vements; and ~n 
the United States an energetic policy has been adopted throughout of scrappmg old works m 
favour of a total reconstruction on the most modern lines. 

38. The EnO'ineering Trades Committee point out that there is no question that before the 
war the enO'in~ering plant in this country was excessive in relation to the total 'York that was 
produced f~om it and that in the future it will be all important that production should be 
maintained at its ~ax.imum. This will require the full co-operation of employers and employed, 
and would afford to the latter the best guarantee for the securing and maintenance of high wages. 

39. The Depart~ental Committee point ou~ that to. a: COUJ?.~ry which ~epends for its expo~ 
trade entirely upon sea-borne traffic the question of freights IS of great Importance. In their 
opinion this country has been somewhat handicapped in the p_ast by the met~ods adopted by the 
shipping lines. The existence of shipping conferences i~volvmg _th~ gr~at hnes of.t~e World
British German and French-has -had the effect of nommally ehmmatmg competition between 
those li~es, by. establishing theoretically equal r:ates of freight, but in practice the British manu
facturer is at a disadvantage. The Departmental Committee state that it cannot be assumed that 
Briti&h manu£acturers·have anything like free competition in ocean freights; the big lines seemed 
to be banded together in common agreement, and their rates of char~es, unlike th~s~ of the 
railways, are not controlled by any statute. The Departmental Committee are of opm1on that 
after the war there should be some restriction as to the right of British owners, for some time 
at least, to enter into working agreements with present enemies. They accordingly recommend 
that all agreements arrived at by conferences to which British shipping owners .are parties should 
be filed with the Board of Trade, and that a British manufacturer should be able to claim from 
shipowners using British and foreign ports on the same voyage, or being members of any shipping 
conference, that his goods should be treated as favourably in respeCt of rates as are goods placed 
on board at foreign North Sea (lr Channel ports under equal conditions. · 

40. In the matter of fiscal policy the same Committee recommend anti-dumping legislation 
on the lines adopted in the United States, but they make no other positive recommendation as to 
the tariff treatment of the industry, though they state that a majority of their number consider 
tha-t import duties are necessary and that the financial needs of the country after the war will 
comp-el the imposition of customs duties for revenue purposes, and automatically bring about the 
system of trade protection which they believe to be necessary. 

41. The Departmental Committee unanimously recommend that it should be the recognised 
duty of Government Departments, Municipalities and Corporations to purchase as far as possible 
only goods of British origin. Raw materials should be admitted free. All goods of foreign origin 
should be clearly and indelibly marked with the words" Not British." India and the Dominions 
should be invited to concede an effective preference to the goods of the British Empire. 

42. In respect of trade organisation the Departmental Committee recommend that engineer· 
ing manufacturers should be encouraged to work together in larger units either by amalgamation 
or by joint working or by pooling of resources, by specialising in production and by organisation 
for export sales and for the purchase of raw materials, and that the terms of all trade combina
tions, whether of employers -or employed, should be registered at a Government Department. 

43. -The Departmental Committee recommend that, before a quotation on the London Stock 
Exchange is granted to any foreign issue, regard shall be had by the Committee· of the Stock 
Exchange as to whether in proper cas~s due provision is made for spending a suitable proportion 
of a~l money raised in this country in the purchase from British. manufacturers of any goods 
reqmred. 

44. ·other recommendations relate to increased allowances for depreciation for income tax 
purposes, it being contended that the limita·tions hithel'to in force in this respect have tended to 
discourage the introduction of improved machinery; the wider practice of the standardisation of 
products; amendment of the Patent and 'l'rade :Mark Laws; improvements in the Government 
Commercial Intelligence Service; <the development of technical-education and education generally· 
the revival of apprenticeship and the improvement of the relations between employers and 
employed in respect of the fixing of wages and the restriction of output. 

Shipbuilding and Marine Engineering (Report of Departmental Committee). 

45. The annual output of the Shipbuilding and Marine Engineering indus.tries before the 
war (exclusive of the Admiralty dockyards) exceeded a gross selling value of 50 million £. 
About 20 per cent. of the output of new vessels in normal years was for foreign orders. The 
:pepart:r;nental Committee on. Shipping·a~d. Shipbuilding point out that there are few important 
1_ndustr1es where the predommance of Br1bsh manufactures has been more marked than in Ship
building and }farine Engineering. Tiho·ugh durmg the l•ast 20 years the British out-put shows a 
decline in proportion to the world's output, the normal production of British shipbuilding yards 
was before the war greater than that of all foreign shipyards put together. During the last 10 
years the proportion to the world's output has been fairly constant at about 61 per cent. 

46. Competition between British and foreign shipbuilders for foreign orders has only 
beco.me markedly keen in recent years; the e:rport trade rto German:r, had 9ecome practically 
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extinct before the "'War, and German competition in .other markets was being felt. · The 
supply to Japan also was greatly diminished; but in the case of Haly, where there has been· 
a large increase in production, substantial orders are still received in this country. Holland, 
Norway, Sweden, Rusia and Greece haye been, ~~d up to the outbre.a~ of war were still, ~od 
customers. The· Departmental Committee an'tlc1pate that oompehhon from many foreign 
countries (notably the United States, Italy, Holland, Scandinavia and Russia) will~ materially 
increased after the war, which has shown foreign nations the advantages of a national mercantile 
marine and the value of encouraging national shipbuilding industries. Large new plant has been 
put down and the experie~ce which has been obtained by foreig?: cou~t~ies d~rin~ the war is 
likely.to enable them to compete more nearly on even terms with Br1bsh shipbuilders. The 
Committee are, however, of opinion that this prospect need cause no anxiety, provided British 
shipbuilders and marine engineers retain their energy and enterprise and take steps to bring the 
efficiency of their works and their employees to the highest possible pitch. · 

47. The Departmental Committee direct attention to the· fact that of the supply of steel 
forgings delivered to shipbuilders and :r,narine e:r;tgineers in 1912-13 some 43 per cent. was foreign, 
the greater part being German; for mercantile tonnage the foreign percentage was as high as 60 
p~r cent. Of steel castings about one quarter of the supplies came from abroad-:-from Germany 
and Austria; and a smaller proportion of miscellaneous steel forgings !or marine engineering and 
of plates and ·sections was .also supplied from abroad. The main reason for this foreign importa
tion was that prices were on the whole lower, and in most cases considerably lower, than those 
asked by British manufacturers. The Departmental Committee are satisfied that those prices 
JVere in many cases actually "dumped" prices, and express the opinion that in the case of rough 
machined :forgings and finished crank shaHs the dumping was governed by political considera
tions, the object being to cripple the British forge masters with a view to reducing the potential 
output of guns and. other war materials. The Departmental Committee accordingly recommend 
that an attempt should be made to stop dumping by means of legislation on lines similar to that 
in force in the United States and Canada. As regards further tariff legislation they point out 
that protection cannot be effectively extended to Shipbuilding or Marine Engineering, and that it 
is essential nof only for the prosperity of these trades, but also for shipowning, that they should 
be able to buy their iron and steel· materials as cheaply as their foreign competitors. 

48. In respect of the organisation of industry they favour greater co-ordination of output 
·among shipbuilders and marine engineers, and the promotion of progressive standardisation in all 
directions. They also recommend increased allowances for depreciation; improvements in the 
Consular· Service; the promotion· of Industrial Research; and widespread and far-reaching 
chal).ges in respect of primary and secondary education anil apprenticeship. 

The Electr-i(:al Trades (Report of Departmental Committee). 

49. The Departmental Committee on the Electrical Trades estimate the value of the output 
of Electrical products (plant, mains and appliances) in the United Kingdom before the war at 
22·5 million £, and the exports at 7·5 million £. The corresponding German production is 
estimated by them at 60 million£, and the export at 15 million£. Of the British production a 
large proportion was tlie output of concerns under foreign control. The imports ~nto th~ United 
Kingdom were approximately 3 million£ and into Germany only £600,000. 

50. The manufacturing of Electrical machinery and apparatus in Great Britain is stated to 
have been as a.whole far from prosperous, the most notable exception being cable-making.· The 
relative lack of progress of the British industry has been due in the opinion of the Departmental 
Committee in part to ill-considered legislation and in part to the fact that on the Continent the 
introduction of the use of electricity coincided with the advance in manufacturing industries, 
with consequently every inducement to employ ·the new agent, as it did not involve the scrapping 

·of power plant still in good condition, whilst the United Kingdom, on the other hand, had 
attained great prosperity and technical efficiency in the use of steam plant, and there was there-
fore less inducement for manufacturers to adopt electric power. . · 

Other causes of the progress made by the German industry are in the opinion of the Depart
mental Committee the shelter afforded by the German protective tariff; the strong diplomatic 
support given by the German Government in respect of overseas trade; the close relation between 
Gert:nan finance and manufacture; and the policy of amalgamation and association which has been 
pursued in the German electrical industry. In contrast with this policy combination has made 
little progress in the United Kingdom; numbers of small concerns have arisen, each struggling 
against the other, with resultant high costs of production and general economic waste. 

51. The Departmental Committee recommend a thorough reform of the legislation and 
re~ulations in force in the United Ki~gdom as to the generation and distribution of electricity in 
this country and the promotion and operation of tramways and liglit railways in this country, a 
matter which we understand is being considered by a speci~l Committee appointed by the Board 
of Trade. They also :favour the prohibition of the importation of enemy goods :for a period of 
three y~ars after the war except in certain cases, the prevention of the sale in the United Kingdom 
of a~y Imported electrical goods at pri.ces lower than those current in the country o£ origin, and 
the Imposition of import duties sufficiently high to protect efficiently the electrical industry. 
T~eY: :furt~er recommend the exclusive acceptance of British tenders by State Departments, 
pubhc bod1~ 3:!ld companies supplying electrical energy under statutory powers. As regards 
.,rade. org_amsabon the Departmental Committee advocate the recognition of the advantage of 
combmabon among m~,nufacturers, and official co-operation with such action. 
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52. The Departmental Committee state that a better understanding between employers and 
employed is essential if the country is to take advantage of the business which will undoubte~ly be 
forthcoming after the war. The Committee, frolll .their own knowledge and from the eVIdence 
given, desire to emphasise the loss that has occurred from unsatisfactory and ill-regulated working 
conditions, from arbitrary restrictions of output, and from opposition to the use of labour-saving 
machinery, resulting in· a serious diminution of production. There must in the future be more 
harmony and sympathy between employers and employed, a general improvement in the working 
conditions of t~e factories, and b_etter provision for housing. 

53. Other recommendations relate to standardization ; the prohibition of transport discrimina
tions operating to the detriment of British manufacturers ; the provision of extended banking 
facilities; and the supervision and restriction of any revival of present enemy interests in the 
electrical industries of the United Kingdom. 

Non-Ferrous llfetals (Report of Depa1·tmental Committee). 

54. Though the position in respect of the non-ferrous metal industries before the war varied 
with the different metals there were certain common features-particularly the limited extent of 
the production and refining of the metals in the United Kingdom and the control exercised by 
foreign interests even where the sources of the supply of. the requisite ores were largely in the 
British Empire or owned by British companies. Thus in the case of Spelter the United Kingdom 
consumption was about 200,000 tons per anpum, but the production in this country from both 
native and imported ores was only between 50,000 and 60,000 tons-this in spite of the fact that 
very large supplies of ore were obtainable from within the Empire, in Australia. Our foreign 
supplies of Spelter were derived chiefly from Germany and Belgium, which made use to 3/ very 
large extent of Australian ores, the output of which was controlled almost entirely by German 
interests by means of long period contracts with the Australian producers. The Spelter trade of 
the world was in fact controlled by a powerful German company operating through a. series of allied 
or subsidiary companies for production and marketing in a large number of countries,- including 
the United Kingdom and, Australia, and co-operati.ng with other German metal interests. 

55. In the case of Lead the consumption of the United Kingdom was estimated at approximately 
190,000 tons a year, and of this the domestic production from native ores may be put at about 
15,500 tons, and .from imported ores at about 15,000 tons. The main sources of supply of lead 
ores are Spain, America and Australia, and the chief countries whence pig and sheet lead were 
imported into the United Kingdom were Spain and the United States. The world's trade in lead 
was dominated prior to the war by Germany, by means of the Lead Convention, which included all 
the leading producers of the world, and was promoted by the same German concern as controlled 
the spelter trade, and had the marketing of lead very largely in its hands. 

56. Of Copper the amount produced in the United Kingdom from native ore was insignificant ; 
the amount produced from imported ores, cupreous pyrites and regulus was about 45,000 tons a 
year, out of a total annual consumption. of about 140,000 tons. The supplies of copper ores, etc., 
were derived from·~ number c£ sources, Chile, Australia,. Venezuela, Mexico, South Africa and 
Spain being the most important, while much the larger part of the refined copper came from the 
United States, which dominates entirely the copper refining industry of the world. 

. ' . 
57. Nickel, a metal of great importance for munitions purposes, was obtained mainly from, the 

United States, which refined nickel matte obtained from Canada, by far the most important source 
of the world's supply of nickel ore. The trade. in nickel was almost entirely controlled by the 
German metal company already mentioned. . 

58. The United Kingdom production of Tin :from native ores was about 5,000 tons, and about 
17,000 tons were produced from imported ores, chiefly obtained from Bolivia. The imports of 
metallic tin, which came almost entirely from the Straits Settlements, were about 46,000 tons of 
which some 30,000 tons were re-exported together with 11,500 tons of the tin produced in this 
country. The estimated consumption in the United Kingdom was about 24,500 tons, chiefly for 
the manufacture of tin plates. The British Empire produced before the war some three-fifths of 
the world's total output of tin and occupied a very strong position in respect of smelting, owing 
especially to· the large extent to which that industry is carried on in the Straits Settlementtr . 
. During the war, however, there has been a marked development of tin smelting in the United 
States, the country which is the largest consumer of the metal; and in view of this and the 
German demand, it is probable that the United Kingdom smelterR may have to encounter severe 
competition after the war for ore from Bolivia, on which they have hitherto mainly relied. 

09. In the case of Aluminium the production in this country was about 7,500 tons per annum, 
produced from French bauxite. The domestic consumption of Aluminium was about 5,000 tons, 
but the use of this metal for manufacturing purposes is ,comparatively recent and is rapidly 
expanding. The most important factors in the situation as regards this metal are the enormous 
extensions made in the b.auxite reduction plant of the United States ; the dependence of the 
United Kingdom in the present state of metallurgical knowledge on French bauxite ; and the fact 
that cheap water power is an essential in the production of aluminium. 

· 60. His Majesty's Government have already taken action with a view to the development of 
the spelter refining industry in the United Kingdom and Australia, and for the promotion of nickel
refinir~g under entirely British control in Canada. As regards copper the Non-Ferrous Metal 
Trades Committee recomm'3nd Government. financial assistance for the odevelopment of copper 
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refining in the United Kingdom, with a view to guarding against the recurrence of difficulties 
experienced. during the wa:, and they formulate proposals for Government action in regard 
to the securmg of the supphes of lead and the promotion of the production of aluminium with 
a protective tariff on all refined lead and manufactures of lead, and reductions thereon in ;espect 
of the imports.from allied countries and free importation from the British Empire. The Depart.. 
mental Committee further attach great importance to the prevention of the re-establishment of 
German control o~ the non-ferrous metal markets after the war, and, in particular, for this pur
pose, to the estabhshment of a strong non-ferrous metal combination in the United Kingdom and 
British Empire, co-operating with similar combinations in the allied countries. They also 
emphasise the necessity for state-aided co-operative research, a matter which is already receiving 
the close attention of the Department of Scientific and Industrial Research, and for a compre
hensive scheme for the collection of data as to the metal demands of the Empire and the extent· 
to which they can be met from Imperial resources, and for the co-ordination and systematic 
extension of the mineral surveys of the Empire. , . 

The Te,:ctile Trades (Report of Departmental Committee). 

. 61. (a) Cotton.-The Cotton industry is essentially an export industry, and is mainly de
pendent upon foreign trade for its prosperity. In 1913 the value of the total exports of cotton 
textiles exceeded 127 million £, and constituted about 31 per cent. of the total exports of wholly 
or mainly manufactured goods from the United Kingdom. It is estimated that of the whole 
United Kingdom production of cotton yarns about 15 per cent. was exported, and of piece goods 
nearly 80 per cent. 

62. Of the yarns exported in 1913 a:bout one-third was taken by Germany, almost entirely in 
fine counts. The principal markets for cotton piece goods were. British India (36 per cent.), 
China (12 per cent.), the Continent and the United States of America (a little over 10 per cent.), 
and Central and South America (about 10 per cent.). Rather more than half of the total exports 
of piece goods went to British Possessions. 

63. Foreign competition in the Home and Colonial trades before the war was mainly in 
made-up g~ds, particularly lace, hosiery, and certain classes of dyed and printed goods, chiefly 
iii!Ported from Germany. This competition, except in hosiery and lace, to which reference will 
be made later, was not serious in relation to the total value of the trade, though it has shown some 
tendency to grow in recent years. The Textile Trades Committee state that " all the evidence we 
have received tends to prove that the strength of the British cotton trade, both in yarns and cloth, 
in the competitive markets of the world, is practically unimpaired, although considerable changes 
are taking place in the charaoter of the trade.· In the great open markets of the East and South 
America which absorb more than 70 per cent. of the export trade, British goods before the war 
were on the whole maintaining their position. It should be noted, however, that very severe 
competition is threatened from Japan in Eastern markets, and considerable Italian competition 
is experienced in certain South American markets, notably the Argentine Republic." 

64. Of the world's production of raw Cotton in 1912-13 (an average pre-war season)-apart 
from that of China which does not enter into consumption elsewhere-about 64 per cent. was 
drawn from the United States, about 20 per cent. from India, rather less than 1 per. cent. from 
Egypt, and the remainder from a number of countries. The Departmental Committee record 
their opinion that there is already a deficiency in the supplies, as compared with the pos~ib~e 
consumption; that ihis deficiency is likely to increase in the immediate future; and that It IS 
eminently unsatisfactory that one of the prinCipal industries of ~he United Kin~aom should ~e 
so largely dependent as it is upon one source of supply (the Umted States) erntrrely ~eyond Its 
control. The cotton grown in Egypt and the West Indies is of a special character which cannot 
at present be produced on a large scale elsewhere, and our control of these supplies, which are 
peculiarly suited to the spinning of fine counts, is of great importance in view of the ten~ency 
in the United Kingdom towards the spinning of finer count~. It is believed that C_?~ton ~mtable 
for this class. of production can also be grown under exceptionally favourable conditions rn some 
of the African Colonies and Protectorates. It is also believed that for other classes of cotton 
India offers the most promising prospects of any considerable increase of output. within a 
reasonable time. The Textiles Committee accordingly recommend that ev_ery pos~Ible e:ffo;t 
should be made to secure a more extended growth of cotton within the Empue, particularly m 
India, Egypt and the Soudan. 

65. The Departmentai Committee report that the Cotton industry as repr~ented by a 
majority of employers does not desire a tariff for its own protection, _nor does It ~avour the 
imposition of a general tariff owing to the fear that, if the effect of a tariff were to raise the cost 
of production, efficiency in competition would to that extent be handicapped. 
· 66. (b) The Woollen and lVorS~ted lndustry.-This branch of the British textile trades h~d 
·.reached an unprecedent]y high level in the years before the War, a11:d the exports amounted m 
1913 to 38 million £·or about half of the estimated gross output of the mdustry. Of th:e export of 
combed wool (tops) in 1913, one-third went to Germa~y, the ~~xt largest market bemg Japan. 
Of the export of yarns, valued at 8 million.£ in 191~, ~wo-thuds wer~ taken by. prese!lt enemy 
states, the export to Germany alone amountmg to 5 m1lhon £. A co!lsiderable piOporhon of the 
yarn exported to Germany was subsequently returned to this country m the :form of ~a?ufactu~ed 
goods. As regards piece goods, Continentw markets took about 37 per cent., the.Bnhsh Empire 
33 per cent., South America about 15 per cent., and the Far East (~apan and_Chma) about 8 per 
cent. A substantial amount of yarns was imported chiefly from Alhed countnes, bemg generally 
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o£ a different type from those .spun in this country. Imports o£ piece goods were valued in 1913 
at about 5·3 million £, of which over two-thirds came from Allied countries. They consisted 
chiefly in special Classes of goods, those from Allied countries being mainly dress goods, though 
the Textiles Committee report that there is evidence that even in regard to these the position was 
gradually improving before the War. The competition of native industries fostered by tariffs is 
encountered in most European countries, in the United States, and latterly in Japan; and there 
is a certain amount of competition, in almost all foreign markets, from France in fine dress goods, 
cashmeres, &c., from Germany in cheap suitings, linings, velvets and low quality articles, from 
Austria in face cloths and velours, whilst in South America there is some competition from Spain 
and Italy in certain lines. 

67. The world's production of wool in 1915 is estimated ~t 2,800 million pounds-of which 1,074 
million were Merino, 1,022 million were Crossbred, and 700 million Low Wool. Of the Merino Clip 
.63 per cent. was produced within the British Empire, 10 per cent. in France, Russia and Italy, and 16 
per cent. in North America; on the other hand, of Cross-bred Wool the British Empire produced 
only '10 per cent., whilst South America's share (mainly in the Argentine) was 32 per cent., and North 
America's 12 per cent. Of Low Wool Russia produced 40 per cent., and the British Empire's 
share was only 9 per cent. The domestic clips of the P" nited States and most European countries 
are almost entirely consumed in the home markets, and practically the only exporting markets are 
those comprised within the British Empire and South America. Of ·the world's production for 
export o£ wools for clothing purposes (merino and cross-bred), it has been estimated that the British 
Empire contributed for the season 1916-17 some 68 per cent. and South America 32 per cent., 
whilst in the fine quality merino wools the proportions were 8.1 per cent. and 15 per cent. 
respectively. Of the British Empire production of merino wool in 1913, 23 per cent. was taken 
by the United Kingdom and 33 per cent. by Germany and Austria. On the other hand 65 per 
cent. of the British Empire production of cross-bred wool was taken by the United Kingdom and 
only 12 per cent. by Germany and Austria. Of the total South American exports only 17 per cent. 
went to the United Kingdom, whilst Germany and Austria took fully one-third. The Textiles 
Committee anticipate that for a time after the War there will be a serious shortage of the finer 
wools for clothing pnrposes, particularly of merinos, in view of the increased demand in the United 
States and ·the urgent requirements o£ Germany and Austria, and they recommend action with a 
view to the conservation of wool supplies within the British Empire for our own and Allied needs. 

68. The Textiles Committee report that there are differences of opinion in the Trade with 
regard to the policy of imposing duties upon foreign imports of woollen and worsted goods for 
men's wear. The finer fabrics of this class easily hold their own in the home and Colonial markets, 
but their sale is much restricted in foreign markets by adverse tariffs, and has in the past been 
liable to violent fluctuations owing to tariff changes. In women's dress goods serious competition 
is encountered in all markets from France, Germany and Austria both in the fabrics themselves and 
in the yarns from which they are woven. Witnesses suggest that in order to stimulate the 
production of these goods in this country assi"tance might be given in the form of a small duty 
on imported yarns and a· higher duty on piece goods .. Opinion, however, even in the dress goods 
trade, is not unanimous. 

69. A special branch of the woollen industry is Carpet manufacturing, the total output being 
estimated at about 4·5 million £a year, of which about one.third is for export-the larger part of 
this being to the British Empire. The only effective competition experienced before the war was 
from France and Belgium, and though certain German products were sold at very low prices 
they were of qualities inferior to those produced in this country. 

iO. 1 t is ;;tated that the principal difficulty with which British manufacturers had to ~on tend 
was the occasional " dumping" of foreign-made carpets. Combined Carpet Associations, repre
senting ovE'r 75 per cent. of the carpet manufacturers of the United Kingdom, have declared 
in favour oJ a protective tariff with reductions in favour of the British Possessions and Allied 
countries and a surtax on the products of present enemy countries. 

71. (c) Silk.-The value of the silk goods exported from the United King~om in 1913 was a 
little over two million £, of which two-thirds went to foreign countries, the United Statef; being 
our best market for spun silk yarns, and France our chief cu"tomer for piece good"' and other 
manufactures.· The imports of silk manufactures and manufactures of silk mixed with other 
materials, silk predominating, amounted in 1913 to about 14 million £, supplying some 80 
per cent. of the home consumption. The manufactured goods may be divided into high grade plain 
and figured dress goods, ribbons and laces and other high quality silks mainly imported from France ; 
certai!l plain and fignred goods of low price imported principa1ly from Germany, Switzerland 
and Italy ; and Eastern piece goods. .In regard t? the first class the Unite~ I\ ingd('m manu
facturers can hardly be regarded as serwus competitors, the French trade bemg helped greatly 
by the reputation of Paris fashions. The second class of piece goods is that in which competition 
is mof't severely felt by British manufacturers, the position of foreign imports being largely due 
to low prices, and in this connection the Textile Trades Committee point out that Germany has 
derived great advantage in competition from its very successful methods of adulteracing or 

· weighting silk, with resultant loss of durability; which, however, does not uffset· in the mincls of 
"C'nited Kingdom buvers the attraction of cheapness. It is stated by the Textiles C0mmittee 
that the silk industries of Germany, Switzerland and Italy are able to "clump" surplus goods into 
the United Kingdom, whilst the British industry, being of a very limited order, is confined 
in the main to specialities, and ca~not, in the op!nion of the. wi~nes;ses who appeared before 
the Committee, become a large scale mdustry, unless 1t has protechnn m the-home l'tl.aL·ket. 
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i2. The worl~'s .supplies~£. Raw Silk and Silk 'Vaste are drawn chiefly from China, Japan, 
and Italy-;_ the Pt:lllCip~ countries of consumption are the United States, France, and Germany 
for Raw S~lk, whilst Switzerland, France, Italy, and the United Kingdom and the United States 
took_pra~t1Cally t_he whole of the world's exportable ~mtput o£ Silk Waste. The United Kingdom 
o~tams Its supph~s as to some 60 per ~ent. from Chma, and although the supply of raw silk and 
silk ~aste has. hitherto .kep~ :pace wit~ th~ continually increasing world's consumption, the 
Tex~Iles Com~Ittee are of ?Pinion that, m VIew of the dependence of the United Kingdom upon 
foreign count~Ies, and.the I~portance of waste silk for military purposes, efforts should be made 
to develop seriCulture m India and other parts o£ the Empire where conditioll.S are favourable . 

. !'3. ~he Departm;ntal Committee point out that the Silk industry o~cupies a peculiar 
posit~on! masm~ch as 1t represents. the high water mark of technical attainment and skill among 
Textile mdustries .. I~ would be d.rfficult to maintain the highest standard of technical training, 
knowledge, and s}nll m the Textile trades in the absence o£ a flourishing silk industry in this 
~ountry:. On this ground alone the United Kingdom, with its great and prosperous Textile 
mdustries, ~ho~l? endeavour to maintain a flourishing silk industry. The Committee state that 
!he general opim~m of the ~rade is in favour of a substantial protective tariff, with reductions 
~ respe~t of Alhed count~Ies and a surtax on goods from present enemy countries, and free 
1mportabon for goods coll).mg from any part of the British Empire. 

~4 .. (d) T.Anen.-The value of the total output of the linen industry is estimated at about 
15. milhon £ per annum, of which about 9! millions are exported. Considerably more than one
third of these export-s go .to the United States of America, and the other principal markets are 
Canada, Australia, the Argentine Republic, Cuba, Brazil and British India. The value of the 
imports of linen goods into the United Kingdom amounted in 1913 to over two million£, of which 
ab?ut. one-half was represented by yarns from Belgium, France and Austria. Belgium was the 
pnnClpal competitor in the British market in piece goods. Very little competition is experienced 
from foreign countries in markets a.broad, though there was before the war a certain amount in 
the United States from Germany and .Austria, and in South America from Spain and Italy. 
The Textiles Committee state that, viewing the industry as a whole, foreign competition has had 
very little efiect in the home market, and the chief difficulties of the British industry have been 
due to over-production resulting from internal competition, and it appears desirable that all 
sections of the trade should recognise the advantage to be derived from common action to meet 
foreign competition after the war. 

75. The world's production of Flax is almost entirely in Allied countries, Russia being by 
far the most important source of supply, furnishing some four-fifths of the total production for 
manufacturing purposes, which is estimated at some 500,000 tons. France and Belgium produce 
some 50,000 tons, Germany and Austria about 30.000 ton!'l, and Ireland 10,000 tons. Irish flax 
is· about midway in quality between Courtrai flax (i.e., Belgian and French flax retted at 
Courtrai) and Russian flax. Of the total production :for m!).nufacturing purposes Belgium and 
Germany (with Austria) took before the War about one-quarter each, whilst the United Kingdom 
took one-fifth. Of the United Kin~dom's supplies some three-quarters were obtained from 
Russia. The Textiles Committee anticipate a period of some scarcity after the War, ::tnd 
recommend that steps should be taken to c·onserve Allied supplies for Allied use. and they aho 
suggest Government action to stimulate the production of fl.a:x in Ireland, and el~ewht're in thP 
Empire when~ conditions are favourable. · 

76. The Departmental Committee add that tl1e prevailing- feeling in the linen industry is in 
favour of a g-raduated· scale of duties on manufactured goods, distinctions being- made between 
allies, neutrals, and enemy cmmtries; in the case of flax yarns opinions are more divided. though 
there is considerable feeling in favour of very moderate duties accompanied by anti-dumping 
lpgislation. 

77. (e) Jute.-The value of the exports of jute yarns in 1913 was £781,000, of piece goods 
and other manufactures of jute 3·3 million£, and of bags and sacks something over one million 
£. It is estimated that immediately before the War the United Kingdom exported 40 per cent. 
of its jute manufactures, and retained 60 per cent. :for home consumption. There was a smap 
importation of certain special yarns from France and Belgium, and a very limited competition m 
jute manufactures :from foreign countries. The main competition in jute manufactures (including 
bags and sacks) is from India, :from which we in1porled to the value of 2·4 million £ in 1913. 
It is anticipated that Indian competition is likely t.o become increasingly more severe owing to · 
the lower cost of production in that count.rv; the cheapness of the class of goods known as 
Calcutta Hessians is drivinCJ' the superior British made article out of the market, and the Dundee 
trade is beina forced into ;pecialities such as linoleum cloths and high g-rade manufactures in 
which Calcutta has hitherto been unable to compete. India is also our chief ('Ompetitor in tlH~ 
United States, South America and throughout tl1e British Empire. · 

78. British India has at present a monopoly of the production oi jute, and .so far efforts to 
E>ncourage its producticll elsewhere have not met with success. The output 1~ 1913:-1~ was 
approximately two million tons. of which mther more than one-half was consumed m Ind1a Itself. 
and the United Kino-dom took 300 000 tons. Germany and Austria's share amountE>d to 220.000 
tons: and as their s~pplies have b~en cut off and stacks exhausted during the war, there will no 
doubt be a large demand from those countries after the conclusion oi hostilities. Whilst in tlu• 
opinion of the Textiles Committee an improvement of the methods of cultivation in India i<; 
clesirable, most importance is atfacheo to "the aooption of <;OTIH' me:l<;llTE"'I for l'llfegunrding- the> 
~upplie"s for British anil allied neeils. 
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- 79. The Textiles Committee· report that the jttte incJustry does not a~k fo~ any protcc~ion 
other than the imposition of an export duty on shipments of raw jute from Ind1a to all destmn
tions with a total rebate of the. duty in favour of the British Empire, total or g1:aduated rebates 
in favour of its Allies and graduated rebates in favour of such N entral Cou11tries as may offer 
reciprocal concessions; 

80. (£)1 Lace ancl Emb1·oidery.1'rades.-'l'he exports of British lace o£ cotto_n. or silk in ~913 
amounted to 4·1 million£ the chief markets being the United States anll Dnhsh Possesswns, 
whilst there was a substantial Continental trade, the Pxport.s consisting chiefly o£ N ottingh3:m 
lace of the cheaper kinds. 'l'he imports on the other hand amount.e~l in 1913 !o 2'7 million £, 
and came almost entirely from France and Germany. The T·exttl~~ Co~nnuttee r~port thnt 
eompet.ition in the home market is very severe; the Fr{'nch competltwn Is largf'ly Ill respt=wt 
of clnsses o£ goods manufactured in the United Kingdom, and is said to be successful owing· to 
lower prices in some instances, and in the case of silk laces to their excellence of quality. Germn11 
f~ompctition is in classes of goods, e.g., Plauen Laces and Barmen Trimmings, which· have dis
placed fancy articles o£ British manufacture, mainly through greatN' variety and more frequent 
dwnges of style and design. There is stated to have been also a considerable amount of 
" tlumping." The competition encountered in :foreign markets is of a similar character, and 
comes pl·incipally !'rom Germany, France and Switzerlm~d. In the case of embroidery competi
tion is almost entirely :from Switzerland, from which country in 1913 the imports were 2·5 million 
£;its success is due to much the same causes as that o£ Germany in respect of .lace. The Textiles 
Committee report that the opinion in the lace trade is generally to the ·effect that protection 
against German competition is necessary if the efforts which are being made to develop the l:we 
industry in this country on lines similar to those adopterl in Germany are to be successful. 

81. (g) llosiery and Fab1·ic Glove.s.-The total exports of cottQn hosiery i.n 19la were valuNl 
at £671,000, o:f which nearly three-quarters went to Colonial markets. The imports of cottou 
hosiery were valued on the oth.er hand at 2·3 million£, of which practically the whole came from 
Germany, whose total export trade in that year amounted to 7•7 million £. The position of 
Germany in the world's trade in these goods was due partly to the possession of a special process 
for dyeing cotton hosiery and partly to the organisation of production in such a manner a.s to 
allocate whole factories to the manufacture of a ·single article, with the result that the prices 
became such that British manufacturers producing on a small scale found competition impossible. 
A striking :fact in regard to this trade is that during .the war the importation of cotton hosiery 
from Germany has been replaced by imports from the United States and from Japan of even 
greater magnitude. 

82. The cotton :fabric glove industry had also fallen almost entirely into German hand~, 
British goods being beaten both in price and quality. The imports into the United Kingdom from 
Germany were valued at £728,000; whilst our exports were only £23,000. Glove-making in 
Germany is largely a domestic industry and the labour costs are much lower than in the United 
Kingdom, and a further advantage is possessed by the German manufacturer in the fact that as a 
rule ~11 the P.rocesses o£ ~he. industry a~e combined in one business, whilst in this country the 
weavmg, dyemg, and fimshmg are carried on by separate firms. • 

83. As regards woollen hosiery, there was practically no :foreign competition from abroad in 
woollen and wors~ed stockings and socks, ·tho~gh there wa~ a considerable import (£463,000) of' 
other woollen hosiery :from Germany and Switzerland. Smce the War Japan has sent in larg<> 
9uantities of the c~e!l-per goods.. The total exports of British Woollen and Worsted Hosiery were 
m 1913 about 2 milhon £ o:f whwh about one-half went to Canada and .Australia there bein..,. also 
a :fair. trade with the P'!lit~d States .. and the Argentin.e. There was little eff~tive competition 
experienced by the British mdustry m the better quahty goods. · 

~4. Sin~e the tfar attempts ha~·e been made. to i·~rganise and devel-~p the cotton hosiery and 
:fabriC gloye maustl'leS on German hues, but the trade lS generally of opmon that little substantial 
progress can be made in this direction 1mless some protection is afforded against the return o:f · 
German competition and the new competition which has arisen recently from the United States 
and Japan. There appears to be 110 special demand :for protection in the case o:f the woollen 

. hosiery industries, except against Germany. It was generally agreed that concessions should 
be ;made in favour of Allies and possibly such other neutral countri<>s as were prepared to offer 
reciprocal treatment. 

85. 1Vith regard to the ~l_lextile Industries as a whole the principal recommendations o£ the 
D<>partmental Committee relate to:-

(a) Th,e pronwtion_ of th~ pr~duction ol Te.-ctile raw mazterials with1'n tlte British Empire. 
The Committee ~rge co-operatiOn o~ t~e ~mpire Govern~ents f01; this purpose 
and for the effective control of the distribution of such textile 1·aw materials with 
a view to (i) the complete safeguarding of the industrial requirements of the British 
Empire; (ii) assistance to our present Allies in securing the supplies which they 
need after the war; and (iii) the utilisation o:f the r~sources of the Empire for 
purposes of negotiation with other countries. 

(h) The organisation of production and distribwtion. The Departmental Committee 
recommend that eacl1 of the textile industries should form a Central Association 
representing not sec.tional interest~<; but tb.e. industry. as a whole, to deal with . ali 
matters of common I~terest j that m the srnalle~ textile industries attempts should 
be made, where possible,_ either by a~algamat10n or by m~ans of. working agree-
mt>nts, to f>nlarge th<> umts of production and thereby to_ avoid the duplication of 
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effort which is incidental to highly diversified production on a small scale; and that, 
with a view to the reductio:!). of the expenses of distribution incurred by individual 
firms in the overseas markets, efforts should be made in the direction of combined 
representation or co-operative selling. 

(c) Tariff Protection. The Departmental Committee content themselves with recording 
the opinion.s prevailing in the various trades on this matter and with recommending 
that, when the settlement of the general fiscal policy of the United Kingdom 
comes up for consideration, due attention should be given to the differing wishes 
and requirements of the textile trades and to the facts in connection with inter
national competition upon which they are based as set out in the Report, and 
further that the Government should institute an expert examination of the tariffs 
of our Allies with a view to negotiations for reductions in favour of such of their 
duties as affect our trade. The Committee, however, definitely recommend the 
adoption of anti-dumping legislation upon the lines of that jn force in the United 
States, and are of opinion that imports from Germany and Austria-Hungary should 
be subject, for such period as may be determined by considerations of national 
policy, to a special tariff regime, either by the establishment of customs duties for 
the purpose or by a surtax upon any duties which may be levied on imports from 
other sources. 

86. Other reco~mendations of the Departmental Committee relate to the promotion of 
cientific and industrial research with Government :financial assistance--such research to be 

conducted by the trade associations or specil\l associations for research to be formed on the lines 
now adopted oy the Department of Scientific. and Industrial Recearch; improvements in the 
efficiency of management and of labour, and for this purpose efforts t.o bring about a complete 
understanding between labour and capital; better technical and art education; and the improve
JD.ent and enlargement of the Government system of commercial intelligence . 

• 
The Chemical Trades, including Drugs and Dyes. 

87. The exports from tlie United Kingdom of the commodities included under this compre
hensive heading amounted in 1912 t.o 21·4 million£, whilst those of Germany were 41·2 million 
£, The exports from the United States were 7·8 million£ in the same year. The predominant 
position of Germany in the world in these industries, and the remarkable progress made by that 
country in recent years, were due in part to a natural advantage enjoyed in the possession of by 
far the most important of the world's deposits of Potash, but mainly to the persistent and 
thorough manner in which scientific knowledge and research and business ability have been 
combined for the thorough building up of a great and comprehensive chemical industry. 

• I 

88. For synthetic dyestuffs the dye-using industries, and in particular the textile trades, of 
the world .were dependent upon a group of very powerful German companies, which to great 
technical ability and financial resources added a most effective marketing organisation. Closely 
related to the dyemaking industry was the manufacture of Synthetic Drugs, in which again 
Germany ~aminated the world. In Fine Chemicals and Photographic Developers and in 
numerous commodities such as Zinc Oxide, White and Red Lead, Ultramarine, Barytes (for 
paint-making), Lithopone, Bronze Powder and a wide range of other chemical products, the 
German industry occupied an almost equally strong position. We are informed that the Haber 
process for the production of Ammonia had developed into a marked commercial success in the 
year prior to the war; it has since assumed very large proportions, and in conjunction with the 
manufacture of Cyanamide now provides Germany from Atmospheric Nitrogen with the whole 
of the Nitric Acid required for munitions of war and also with a large proportion of her fertilisers. 
The importance of this development for the .future of the chemical industry of the world can 
hardly be exaggerated. 

89. The large scale on which the German industry operated, the great technical ability at 
its disposal, and its very elaborate organisation, made it possible to market its produce at a 
price with which British manufacturers could rarely compete effectively, and facilitated the 
frequent adoption of a policy of systemaiic "dumping," with a view to the prevention of the 
development of competitive industries elsewhere. In numerous cases, both in respect of the 
classes of commodities already mentioned and in Heavy Chemical Trades al;;o, British manu
facturers had found it necessary in order fo retain some part of the trade to enter into agreements 
with their German competitors and existed in some cases only on su:fferancP.. 

90. Whilst some powerful concerns existed in the United Kingdom and a number of small 
undertakings had attained a high level of efficiency, the position of the British chemical industry 
ac; a whole before the War was admittedly far from satisfactory. Its difficulties were due to a 
variety of causes of which one of the most important was the smallness of the scale of production 
in most cases, in consequence of the limited home demand. This was notably the case in respect 
of Sulphuric Acid and Superphosphates, where the productive power of the manufacturers wa~ 
substantially in excess of the amount which could be disposed of in the home market, whil!'lt 
export was restricted by natural circumstances. The Fertiliser industries (Sulphate of Ammonia 
and Superphosphates) absorbed about three-fifths o£ the pre-war production of Sulphuric Acid. 
The home consumption o£ Sulphate of Ammonia for agricultural purposes was comparati"Vely 
s~all, though there was a large export trade. The manufacture of Superphosphates for which 
this country possesses no natural advaBtages (since both Pyrites and Phospha·te Rock have to be 
imported as raw mP~terials) was in a very unsettled condition owing to the rapidly increasing 
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importation of the foreign product and the gradual decline in the export hade. This decline 
~as due in part to the erection of Superphosphate plant in countries which had· previously 
Imported that commodity, and partly to the competition of Continental countries, aided by cheap 
Sulphuric Acid as a by-product from Zinc manufacture and by especially £ayourable :freight 
conditions. ·whilst the works of the larger producers in this country were so efficient as to 
produce as economically as the Continental works, some of the smaller concerns; especially those 
which had suffered from the loss of the export trade, had not been kept up to date, as the 
uncertain condition of the trade lead to a reluctance to incur large outlay on the development of 
plant. The fertiliser trades had active trade associations, but the attempts which had been 
made to bring about the co-operation of the British chemical manufacturers in other branches for 
common purposes had. met with little, if any, success. 

91. There have been important developments in certain directions during· the war in 
consequence of the great demands made upon the chemical industries in connection with the 
supply of munitions .and to make good the shortage resulting from the cutting· off of German 
supplies. There has been, for example, a very great increase in the output of Sulphuric Acid 
(of which, however, there is a serious risk of over-production after the war) and a large extension 
of by~product coking plants, whilst the manufacture of other chemiea)s, synthetic drugs and 
dyes for which the United Kingdom was previously dependent upon Germany has been taken up 
with an appreciable measure of success in some directions. But in spite of the enterprise and 
resource which British manufacturers have shown there is a widespread feeling that in a number 
of cases at least the development cannot be maintained after the war if German competition 
should again be unrestricted. In regard to that competition it is a significant fact that the great 
German concerns, particularly in the dye-making industry, which were already very powerful, 
have during the war come into combinations with a view to re-asserting and strengthening their 
position in the world's markets after the restoration o£ peace. · 

Gene1·al Conc·lusions. 

92. As stated in the Introduction to this Report, representations have been made to us m 
respect of a considerable number of industries of various degrees of magnitude other than those 
enumerated above, but we have not thought it our duty to make any detailed investigations in 
regard thereto, except in the case o:f the industries which are dealt with in our Interim Report on 
certain Essential Industries, to which reference is made in Chapter V. It appeared to us that 
the course to be adopted in regard to all these smaller trades would necessarily be determined by 
our ge.neral recommendations as to commercial policy based on a consideration o:f the great staple 
industries, the position of which has been set out above. 

93. From the preceding sketch, and from the examination into the position in respect of a 
number of essential industries which is contained in our Interim Report of the 16th March, 1917, 
it is possible to draw certain conclusions as to the condition o:£ British industry and trade, and the 
nature of the competition to which it was exposed, immediately be:fore the ·wa1·. 

94. ·whilst British industry on the whole had shown in the preceding decade'great vitality 
a.J?.d power o:f extension, its strength and development had been mainly in a certain number o:f 
long established manufactures, o:f which .coal, cotton and the textile trades generally, ship
building and some branch.es of the engineering trades (such as textile machinery) are the most 
conspicuous examples. One important exception must be made :from this general proposition; 
the iron and steel trades had made comparatively little progress, .and had come to be entii·ely over
shadowed by their great competitors in Germany and the United States. In the rise and 
expans~on of the more modern branches of industrial production the United Kingdom had taken 
a very limited share, as is evidenced by our relative weakness in respect of the electrical. 
chemical and chemico-metallurgical industries; and it is admitted that in a number o£ smaller 
trades foreign manufacturers had shown greater enterprise and eriginality. 

95. These weaknesses in British industry were manifested in two ways. (a) Certain branches 
of prouction, of great importance as a basis for other manufactures, had come to be entirely 
or· very largely under German control; familiar examples are Spelter,. 'l'ungsten (for High 
Speed Steel), Synthetic Dyes, Artis~s' Colours, Photographic Developers, Fine Chemicals, 
'rhorium Nitrate, Synthetic Drugs, Magnetos, Optical Glass, Chemical Glassware, Hosiery 
Needles, Bronze Powder, Artificial A.brasives, ]filter Papers, Piano Actions, and such products 
as Ultramarine. In all these cases the strength of the German position was due largely to 
persistent scientific work and organising skill. (b) In numerous branches of industry, outside 
the great staple trades, foreign competition had become increasingly acute, and :foreign manu
factures had secured a strong or even predominant position. Examples o:f this are furnished by 
the China and Earthenware trade, where German success was uue largely to the attention given 
to the production of hard porcelain, which was not man.ufactured in this country; Glassware 
(there was a large importation of flint glass and manufactures from Germany and Belgium, and 
o.f bottles from Germany and France; Paper for packing, printing and writing (from Sweden, 
Sm·way, Germany and Belgium); Brooms and Brushes (from Germany, Belgium, Japan and 
France); Bentwood Furniture (from Austria); Dressed Leather (:from the United States); Fancy 
Leather·Manufactures (from Germany); Clocks and parts thereof (from the United States and 
Germany), and ·watches (from Switzerland); Artificial Jewellery (:from Austria-Hungary and 
France); Toys and Games (from Germany, France and Japan); and a large variety of miscel
laneous and fancy goods. The success of foreign competition in these various directions was 
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' . due to a varietyo:f cau~:;es-in some cases t-o certain natural advantages iu re:;pect of raw materials· 
, in others, to cheapness of labour, especially in the case of the products of domestic industries o; 

·to the lo~ C?st of pro~uctioD: pe~ unit resul~ing from large ~:;cal~ production, specialisation ~nd 
standardisation! or t-o mgenUtty m the creation of new demands m the consuming market. 

96. In o:verseas trade it appears from the Reports of the Departmental Committees and 
from the merchant evidence which we have received that British merchants and manufacturers 
were encountering energetic and successful competition, which is ascribed in part to the 
increasing efforts made by _for~gn cou~tries to :promote t~eir own in~ustrial" development, in part 
to cheaper cost of productwn.111: certam c?un!nes (of whiCh ~ apaii. 1s ~he most notable example, 
but wh1ch was also charactenstiC of certam European countries), and m part to the adoption by 
foreign merchants and manufacturers of methods of organisation and distribution different from, 
and in some cases markedly more effective than, those hitherto pursued by British traders. 

97. This position was due to a number of causes. Undoubtedly one of the mo~:;t important 
was the influence of history and tradition-the long start which the United Kingdom had 
enjoyed in the world's trade and the grea.t achievements of her manufacturers and merchants had 
engendered a feeling o£ confidence in the maintenance of our position and in the methods hitherto 
pursued, with the result that there was until recently but little recognition of the necessity for 
constant vigilance and constant effort to meet the changing conditions ap.d requirements of world 
trade~ The strength of British industry in respect of the old staple lines of production had 
forced the ··new industrial nations to devote their efforts to the search for new branches of 
production, to the creation of new economic needs, and to the discovery and development of new 
methods of trade organisation and marke~ing. The admitted success in many directions of the 
competition of Gennany with the United· Kingdom was due in part to the comparatively late 
entry of German industry into the :field, with the consequence that, as aheady stated, in order to 
make headway at all, it had in the first instance to devote its efforts to those branches of trade in 
which economic conditions in Germany made very cheap production possible, and to seek new 
branches of production in which it would not have to encounter the competition of old-established 
and powerful Bri_tish industries. Further, in these and in the older branches of Industry, 
Germany started with all the advantages of completely modern.equipment and without the 
handicap of a traditional organisation. From the first there was in Germany complete recogni
tion of the great value· of the application of science to industry and the close co-operation of the 
two; this, though most strikingly exemplified in the chemical trades, may fairly be said t-o b~ 
characteristic of German industry as a whole. Amongst British manufacturers, though there 
were some marked exceptions, there was, speaking generally, no such recognition. Moreover the 
very success of individual enterprise in the United Kingdom had had the result that British 

· industries were carried on in the main by great numbers of small concerns operating on a limited 
~ca.le and suffering from all the resultant disadvantag-es, but nevertheless, as·a rule (thougn there 

. we1·:e some very important exceptions) reluctant to merge their individualty into larger concerns, 
or even to enter into any effective scheme of co-opemtion for common purposes. In Germany, on 
the other hand, the principle of combination has been readily and widely adopted both in respect 
of production and o£ marketing. Large scale production has no doubt been facilitated to some 
extent in both Germany and the United States by the fact that competition in the home markets 
has been practicaTly excluded in respect of some commodities by protective tariffs. There has 
also been in Germany a much closer connPction between industry and finance than has hitherto 
existed in the U nitNl King·dom; this has been parti~ularly exemplified in the German economic 
penetration of such countries as Italy, Russia and China. In market•ing also we are informed 
that Germany has. struck out new lines. .Apart from the combined selling through the Carteb. 
which has in the opinion of many compete.nt observers largely contributed to the rapid growth 
of German overseas trade, the German merchants have shown great readiness to adopt new 
method.s. In China, for example, they have themselves canied tra·de into t.he interior, instead 
of conducting their busine::;s solely at the coast ports. They have given much greater credit 
facilities than British traders were prepared for, relying for this on a better intelligence system, 
but also running larger risks .. In some cases, as in South and Central America, ·they have gone 
into retail trade whilst British merchants perfer as a general rule to confine themselves to 
wholesale busine;.,, The merchant witnesses who appeared before us were generally indisposed to 
admit that the German methods of distribution were superior to our.own; they regarded them as 
being often commercially unsound and wmetimes ~1orallyobject~nable, but ~s being the me~hous 
natural to a not very scrlipulous tracler endeavourmg to -make hts way agamst long established 
oompetitors. No doubt there is some :force in this criticism; but there is no question that the 
m_et.hods adopted were meeting· in some dirE>ct:ons with very marked success. 

98. The competition of the UnitPd States has not been hithert-o a ver,)· serious factor, though 
the great scale of t.he industries and the methods of production and organisation which prevail in 
that country may make its competition at least in certain lines of production (notably the iron 
and steel and enginPering trades) wry potent in the future, l1articular1y in th~ gi'E'at markets 
of South and Central America, wher~ it will be in some measure aided by political influences. 

99. With regard to Eastern markets British cotton manufacturers and our witnesses haH 
expressed gre;\t apprehension· in regard to Japan, which derives marked advantages from its 
geographical situation and the cheapness o£ its labour. Japanese competition is. already very 

. pronounced in common quality goods in China and India, and is extending in range with some 
rapidity. On the other hand the rising standard of living in China and India is a factor which 
should tell in our favour in the future. It was pointed out that a more active policy of railway 
construction in India would increase t.he spending power of the native population by developin~ 
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the uahtml resources of the country. Japanese competition has also become acti·ve during .the 
'Varin the United Kingdom and Australasia, in such com~oditi.es as hosiery, g~lass and chma
ware, paper and paper g·oods, toys, and a wide range of miscellaneous and fancy goods. .From 
other countries the competition experienced by British manufacturers and ~ercha.nt~, both Ill the 
United Kino·dom and in foreio·n markets has been mainly limited to certam speCiahsed branches 
of trade in ;espect of which i~dividual f01~eign countries enjoyed certain peculiar advantages. 

100. The preceding survey is limited to the position of British industry and trade on the eve 
of the war. The conditions since then have been so abnormal that it does not appear to us that 
any useful purpose would be served by an .examination in this pl.ace of the mov:em~nt of trade 
during the war. Not only was all trade with Germany and Austria (and later w1th Turkey) r;ut 
off by the outbreak of hostilities, whilst that with Russia and some other Euxopean countnes 
was seriously impeded, but in course of time productio11; for the home and foreign markets has 
bP-en mo1·e and more restricted and the difficulties of export intensified, first by the voluntary 
recruiting and later by the op~ration of the Military Service Acts; by the increasing resh:ictiou 
of exports necessary to conserve supplies for military and naval puxposes; by the absorpt10n ~f 
works (particularly in the Iron and Steel, Eng·ineering and ~fetal Trades generally, but also m 
some branches of the Textile Trades) in the supply of munitions for ourselves and our Allies; by 
shortage of supplies of important materials and the measures of State conh~l which have conse
quently been adopted; by the insufficiency of tonnage and the resultant restriction o£ imports, 
difficulties of shipment abroad, and the high level of freights; and by the operation of the 
Statutory Black Lists. The result of all these facto1·s is that, whilst an amount of foreign trade 
very large in value has been maintained, its character and directions have been in many respects 
different from those which prevailed before the War. For ·example, our exports to some of our 
.Allies have been largely increased and their nature has undergone considerable changes. The 
manufacture of some standard p1~ducts has been suspended or reduced; stocks have been depleted; 
repairs and renewals of plant have .been postponed; and, whilst German competition in foreign 
markets has been cut off, that of the United States and Japan has been advancing rapidly, aided 
in many instances by the inability of British traders, not only to meet the new demands caused 
b~r the cutting off of German goods, but even to supply their own established customers. 

101. 'Var requirements have enormously increased our productive capacity in certain gTeat 
hranrhes of industry-the conspicuous examples being the Steel and Chemical Industries. The 
large developments and improvements in methods whiph have been necessary in both these cases 
ought to result in a permanent and substantial increase in the economic resources of the country. 

· The position in regard to the Engineering r:rrades is less definite; some of the extensions of 
plant which have taken plaee will no doubt be of great utility, but the machinery of some of the 
special plants which have been set up during the war will be of little use for general work. 
)fuch experience has, however, been gained in the handling- of new types of machiMry (parti
r>ularly automatic machines) and in the organisation of production; and throug·hout British 
industry generally the cutting off of foreign supplies of commodities, hitherto regarded as 
indispem;able and unobtainable except from abroad, has stimulated British manufacturers to 
efforts to fill the gaps by the provision of similar commodities or adequate substitutes. In 
uumerous directions atte:mpts of this kind have been made, with and without Government assist
ance, to establish new lines of production of varying degTees ·of importance, and a substantial 
measure of success has already been attained in some cases. British manufacturers have shown 
mu~h adaptability and resourcefulness, and the knowledge and experience gained during the war 
l'houlcl be a most valuable asset in respect of our post-war trade. ~ 

102. It is in our opinion a matter of vital importance that, alike iu the old-established 
industries and in the new branches of manufacture which have arisen during the war, both 
employer and employed should make every effort to attain the largest possible volume of pl~duc
tiou, by the increased. efficiency of industrial organisation and processes, by more intensive 
working, and by the adoption o£ the best and most economical methods of distribution. It is only 
1Jy the a;.ttainment o£ this maximum production and efficiency that we can hope to secure a speedy 
recovery of the indusstrial and financial position of the United Kingdom and assure its economic 
stability and progress. 

• 
103. As stated in the Introduction, we have not felt it possible to enter into a detailed 

examination of all the specifib recommendations 1nade in the Reports of the various Departmental 
Committees appointed by the Uoard of 'l1rade, many of which are of a technical and detailed 
c·haraeter and will require expert examination by the various Government Departments directly 
concerned. '\Ve welcome the action already taken by the Govemment in certain directions to 
which we l;hall refer in other parts of this' Report, and we trust that, so far as they are 'not: 
c·overed by the action thus already taken, these specific recommendations relative to individual 
trades may receive the full and sympathetic consideration to which we think they are entitled in 
view o.f the elaborate and comprehensive nature of the enquiries on which they are based. We 
think we shall talm the course most likely to be geni>rally useful if we confine our attention to the 
larger questions of commercial policy. · 
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' . Jue to a variety of causes-in some cases to certain natural advantages in respect of raw materials; 
, in others, to cheapness of labour, especially in the case of the products of domestic industries or 

·to the lo~ c~st of pro~uctioD; pe~ unit resul~ing from large seal~ production, specialisation ~nd 
standardisation_, or to mgenUlty m the creation of new demands m the consuming market. 

96. In overseas trade it appears from the Reports of the Departmental Committees and 
from the merchant evidence which we have received that British merchants and manufacturers 
were encountering· energetic and successful competition, which is ascribed in part to the 
increasing efforts made by .for~gn cou~tries to :promote t~eir own in~ustrial" development, in part 
to cheaper cost of product10n.1ll: certa:~,n c?untr1es (of whiCh ~apail. 1s ~he most notable example, 
but wh1ch was also cha~·actenstlc of certam European countnes), and m part to the adoption by 
foreign merchants and manufacturers of methods of organisation and distribution different from, 
and in some cases markedly more effective than, those hitherto pursued by British traders. 

97. This position was due to a number of causes. Undoubt~dly one of the most important 
was the influence of history and tradition-the long start which the United Kingdom had 
enjoyed in the world's hade and the grea.t achievements of her manufacturers and merchants had 
engendered a feeling of confidence in the maintenance of our position and in the methods hitherto 
pursued, with the result that there was until recently but little recognition of the necessity for 
constant vigilance and constant effort to meet the changing conditions ap.d requirements of world 
trade~ The strength of B1·itish industry in respect of the old staple lines of production had 
forced the ··new indu~trial nations to devote their efforts to the search for new branches of 
production, to the creation of new economic needs, and to the discovery and development of new 
methods of trade organisation and marke~ing. The admitted success in many directions of the 
competition of Germany with the United· King·dom was due in pa1t to the comparatively late 
entry of German indust1y into the :field, with the consequence that, as already stated, in order to 
make headway at all, it had in the first instance to devote its efforts to those branches of trade in 
which economic conclitions in Germany made very cheap production possible, and to seek new 
branches of production in which it would not have to encounter the competition of old-established 
and powerful British industries. Further, in these and in the older branches of Industry, 
Germany started with all the advantages of completely modern . equipment and without the 
handicap of a traditional organisation. From the first there was in Germany complete recogni
tion of the great value· of the application of science to industry and the close co-operation of the 
two; this, though most strikingly exemplified in the chemical trades, may fairly be said to b~ 
characteristic of German industry as a whole. Amongst British manufacturers, though there 
were some marked exceptions, there was, speaking generally, no such recognition. Moreover the 
very success of individual enterprise in the United Kingdom had had the result that British 

·industries were carried on in the main by great numbers of small concerns operating on a limited 
scale and suffering from all the resultant disadvantag-es, but nevertheless, as·a rule (thougll. there 

. we1·:e some very important exceptions) reluctant to merge tht!ir individualty into larger concerns, 
or even to enter into any effective scheme of co-operation for common purposes. In Germany, on 
the other hand, the principle of combination has been readily and widely adopted both in respect 
of prod.uction and of marketing. J::arge scale p:~,·oduction has no cloub! ~ee~ facilitated to some 
extent m both Germany and the Umted States by the fact that competitiOn m the home markets 
has been practicaily excluded in respect of some commodities bi proteetive tariffs. There has 
also been in Germany a much closer connf'ction between industry and finance than has hitherto 
existed in the U nitt'd King-dcm; this has been partif:!ularly exemplified in the German economic 
penErl;ration of such countries as Italy, llm:sia and China. In market•ing also we are informed 
that Germany has struck out new liues. Apart :from the combined sE:'lling tltrough the Cmieh. 
which has in the opinion of many competent observers largely contributed to the rapid growth 
of German overseas trade, the German merchants have shown great readiness to adopt new 
method.s. In China, for example, they have themselves canied tra·de into the interior, instead 
of conductinoo their business solely at thE:' coast ports. They have given much greater credit 
facilities tha~ British traders were prepared for, relying for this on a better intelligence system, 
but also running larg·er risks .. In some cases, as in South and CE:'ntral America, "they have gone 
into retail trade whilst British merchants perfer as a general rule to confine themselves to 
wholesale busine;'l. The merchant witnesses who appeared before us were generally indisposed to 
admit that the German methods of distribution were superior to our.own; they regarded them as 
being often commercially unsound and -wmetimes ll;10rally object~na ble, but ~s heing the me~hoJs 
natural to a not very scrtipulous tra1ler endeu>ourmg to ·make hts way agamst long established 
cOmpetitors. No doubt there is Home force in this criticism; but there is no question that the 
m_ethods adopted were meeting- in some direct:ons with very marked success. 

98. The competition of the unitf'd Stat-es has not been hitherto a wry serious factor, thoug-h 
the great scale of the industries and the methods of production and organisation which prevail in 
that country may make its competition at least in certain lines of production (notably the iron 
and steel alHl engiuf'ering trades) wry potent in the future, J,Jarticularly in th~ ~reat markets 
of South and Central America, when; it will be in some measure aided by politicalmfluences. 

99. With regard to Eastern markets British cotton manufacturers and our witnesses ha,·e 
expressed gre;1t apprehension· in regard to Japan, which derives marked advantages from its 
geogi·aphical situation and the cheapness of its labour. Japanese competition is. already very 
pronounced in common quality goods in China and India, and is extending in range with some 
rapidity. On the other hand the rising standard of living in China and India is a factor which 
should tell in our favour in the future. It was pointed out that a more active policy of railway 
construction in India would increase the spending power of the native population by dewlopin~ 
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the uahiml resources of the country. Japanese competition has abo beoorne active Juring· .the 
'Varin the United Kingd·om and Australasia, in such commoditi.es as hosiery, glass and chma
ware 1)aper and paper o·oods tovs and a wide range of miscellaneous and fancy goods. From 

' b , ~ , both . th 
other countries the competition experienced by British manufa~turers and ~ercha.nt~, m e 
United Kino·dom and in foreio·n markets has been mainly limited to certam specialised branches 

b I:> , • 1' d t of trade in respect of which individual foi1eign countries enjoyed certam pecu Iar a van ages. 

100. The preceding survey is limited to the position of British industry and trade on the eve 
of the war. The conditions since then have been so abnormal that it does not appear to us that 
any useful purpose would be served by an .examination in this place of the movement of trade 
!luring· the war. NO>t only was all trade with Germany and Austria (and later with 'rurkey) ~ut 
off b.r the outbreak of hostilities, whilst that with Russia and some other Em:opean countries 
was seriously impeded, but in course of time productio11; :for the home and foreign markets has 
bP.en more and more restricted and the difficulties of export intensified, first by the voluntary 
recruiting and later by the op~ration of the 1\Iilitary Service Acts; by the increasing restrictiou 
of exports necessary to conserve sup"plies :for military and naval purposes; by the absorption ?f 
works (particularly in the Iron and Steel, Engineering and 1\Ietal Trades generally, but also m 
:-;orne branches of the Textile Trades) in the supply of munitions :for ourselves and our Allies; by 
shortage of supplies of important materials and the measures of State control which have conse
quently been adopted; by the insufficiency o:f tonnage and the resultant restriction of iltl.ports, 
clifficulties o:f shipment a broad, and the hig·h level o:f :freights; and by the operation o:f the 
Statutory Black Lists. The result of all these factors is that, whilst an amount of foreign trade 
very large in value has been maintained, its character and directions have been in many respects 
different :from those which prevailed before the War. For example, our exports to some o:f our 
Allies have been largely increased and their nature has undergone considerable changes. The 
manufacture of some standard products has been suspended or reduced; stocks have been depleted; 
repairs and renewals o:f plant have -been postponed; and, whilst German competition in foreign 
markets has been cut off, that o:f the United States and Japan has been advancing rapidly, aided 
in many instances by the inability o:f British traders, nO>t only to meet the new demands caused 
b~r the cutting off of German goods, but .even to supply their own established customers. 

101. "r ar requirements have enormously increased our productive capacity in certain great 
hranC'hes o:f industry-the conspicuous examples being the Steel and Chemical Industries. The 
large developments and improvements in m-ethods whiph have been necessary in both these cases 
ought to result in a permanent and substantial increase in the economic resources o:f the country. 
The position in regard to the Engineering· ~rrades is less definite; some o:f the extensions of 
plant which have taken place will no doubt be o:f gTeat utility, but the machinery of some o:f the 
special plants which have been set up during the war will be o:f little use for general work. 
)luch experience has, however, been gained in the handling· of new types o:f machiMry (parti
eularly automatic machines) and in the organisation of production; and throughout British 
industry generally the cutting off of foreign supplies of commodities, hitherto regarded as 
indispenHable and unobtainable except from abroad, has stimulated British manufacturers to 
efforts to fill the gaps by the provision of similar commodities or adequate substitutes. In 
uumerous directions attempts of this kind have been made, with and without Government assist
ance, to establish new lines of production of varying degrees ·of importance, and a substantial 
measure o:f success has already been attained in some cases. British manufacturers have shown 
much adaptability and resourcefulness, and the knowledge and experience gained during the war 
Hhould be a most valuable asset in resp-ect o:f our post-war trade. 

102. It is in our opinion a matter of vital importance that, alike iu the old-established 
industries and in the new branches of manufacture which Lave arisen during the war, both 
employer and employed should make every ·effort to attain the largest possible volume o:f produc
tion, by the increased efficiency of industrial organisation and processes, by more intensive 
working, and by the adoption o:f the best and most economical methods o:f distribution. It is only 
hy the aj;tainment o:f this maximum production and efficiency that we can hope to secure a speedy 
recovery o:f the induSJtrial and financial position of the United Kingdom and assure its economic 
stability and progress. 

103. As stated in the Introduction, we have not felt it possible to enter into a detailed 
t•xaminatiou o:f all the specifib recommendations 1~1ade in the Reports of the various Departmental 
Committees appointed by the J3oard o:f 'l1rade, many of which are of a technical and detailed 
•·haracter and will require expert examination by the various Government Departments directly 
concerned. "We welcome the action already taken by the Government iu certain directions, to 
which we ~hall refer in other parts of this' Report, and we trust that, so far as they are not: 
•·overeJ by the action thus already taken, these specific recommendations relative to individual 
trades may receive the full and sympathetic consideration to which we think they are entitled iu 
view of the elaborat-e and comprehensive nature o:f the enquiries on which they are based. We 
think we shall talm the course most likely to be generally useful if we ronfine our attention to t.hc 
larger questions of commercial policy. · 

,22243 
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UHAPTER Ill. 

MEASURES TO .BE ADOPTED DURING THE TRANSITIONAL PERIOD. 

The Treatment of Imports from the present Enemy Countries. 

104. In our first Interim Report, dated the 9th November, 1916, we discussed what regime 
should be applied to Imports from the present enemy countries immediately after the War, 
having regard· especially to the obligations imposed by the following Resolutions of the Paris 
Economic Conference which ar~ included in the" Transitory Measures for the Period of Commer
cial, Industrial, Agricultural and Maritime Reconstruction of the Allied Countries" :-

B II. 
"·whereas thf! "\Var has put an end to all the Treaties o£ Commerce, between the Allies and 

the Enemy Powers, and whereas it is of essential imporronce that, during the period of economic 
reconstruction which will f.ollow the cessation of hostilities, the liberty of none of the Allies 
should be hampered by any claim put forward by the Enemy Powers to most-favoured-nation 
treatment, the Allies agree that the benefit of this treatm,ent shall not be granted to those 
Powers during a number of years to be fixed by mutual agreement among themselves. 

"During this number of years the Allies undertake to assure to each other, so far as possible, . 
compensatory outlets for trade in case consequences detrimental to their commerce result from 
the application of the undertaking referred to in the preceding paragraph." 

B IV. 
I 

"In order to defend their commerce, their industry, their agriculture, and their navigation 
against economic aggression resulting .from dumping or any other mode of unfair competition, 
the Allies decide to fix by agreement a period o£ time during which the commerce of the Enemy 
Powers shall be submitted to special treatment, and the goods originating in their countries 
shall be subjected eith~r to prohibitions, or to a special regime o£ an effective character. 

" The Allies will determine, by -agreement through diplomatic channels, the special condi
tions to be imposed during the above-mentioned period on the ships of the Enemy Powers." 

105. The fact that those Resolutions had beim accepted by His Majesty's Government made it 
unnecessary for us to discuss the principle of the differential treatment of imports from the present 
enemy countries after the War, and, in making our recommendations for a definite and public 
decision at that time, we had 'in view (a) the widespread feeling that the military operations of 
Germany during the War, and the seizures of plant and materials in the occupied territories, have 
been largely directed towards delaying t.he economic recovery oi the Allies after the War, and that 
strong counter measures may properly be taken; (b) the fact that it is reasonable to assume that 
some of the German industries to which the United Kingdom market was important before the War, 
and which are now threatened by British competition developed during the War, will adopt every 
posE~ible measure to overthrow that competition and to re-establi::h their position; and (c) the 
advisability of giving British industry as much security as possible during the period of transition 
from war to normal peace conditions. 

· 100. It appeared to us that for these purposes a system of prohibition would be likely to be 
the most effective, as it would be the most readily applicable, method ; and we accordingly recom
mended that the present regime, whereby importation of goods of enemy origin is prohibited, should 
be continued, subject to licence in exceptional cases, for a. period of at least 12 months after the 
condusion of the War, and subsequently for such further period as His Majesty's Government 
might deem expedient. . 

107. We pointed out that this prohibition would havtl to be safeguarded by means of a system of 
Certificates of Origin for goods imported from countries, at any r1-te in Europe, other than the 
present enemy countries, and that the grant of licences for the importation of goods essential in 
the national interest should be adminir:.tered by a. Department of Government, and should be 
subject to euch restrictions and conditions as might be thought proper. · 

The Control of Exports. 

108. In our eecond Interim Report, dated the 14th December, 1916, we discussed the treatment 
of E:x:ports from the United Kingdom and British Overseas Possessions and the Conservation of the 
Resources of the Empire during the transitional period after the war. In an-iving at our 
conclusions on these subjects we had in mind the following general conditions :-

(1) The extent to which the competition of enemy trade can be affected by restriction of exports 
from the United Kingdom. · 

(2) The danger of shortage of important commodities produced in Great Britain or the ~mpire, 
or stored therein during the war, which might be required for provisioning the populatiOn and 
maintaining· manufactures. . 

(3) The supply of the Allies for the restoration of their industries as laid down in Resolution 
B. ,IP. of the Transitory Measures of the Paris Conference. 



25 

109. The Resolutions o£ the Paris Conference which bear upon the matter a.re as follow.g · 

B. I. 

"1'he Allies declare their common determination to ensure the re-establishment of countries 
mftering from acts of destructio~ and spoliation and.unjust requi~ition, ~nd decide. to join in de.vis
[ng means to secure the restoratiOn to those countnes, as a prwr claim, of their raw matenals, 
[ndustrial and agricultural plant, stock and mercantile fleet, or to assist them to re-equip them
selves in these respects." 

B. III. 

" The Allies declare themselves agreed to conserve for the Allied countries, before all others 
their natural resources during the whole period of commercia,!, industrial, agricultural and maritime 
reconstruction, and for this purpose they undertake to establish special arrangem·ents to facilitate 
the interchange of these resources." 

110. We stated that in our opinion effect could not be given to those Resolutions, unless export 
restrictions are placed during the tranl:litory period upon a number of important articles, and that 
any measures undertaken for the purpose should aim at assuring to the British Empire and the 
Allies priority for their requirements, and at preventing ~he present enemy countries from gaining 
by the use of such materials an initial advantage in the competition to recover markets which will 
follow the war. 

lll. We do not here do more than recapitulate our main conclusions ; the grounds on which 
they are put forward will be found fully stated in the Report :- · 

" (1) Any general prohibition of exports at present enemy countries after the war and any 
continuance of the system of rationing neutral countries are impracticable and inexpedient, but the 
Paris Resolutions can be carried into effect if a policy of joint control of certain important 
commodities can be agreed upon between the British Empire and the Allies for the Transitional 
Period. Any measures should aim at securing to the British Empire and the Allied countries 
priority for their requirements and should be applied only to materials which are mainly derived 
from those countries and will be required by them (paragraphs 1 to 10). 

( 2) This policy should be applied as regards the United Kingdom by legislation empowering 
the Government to prohibit the export except under licence of such articles as may be deemed 
expedient. Under these powers the export of certain commoditi<::s which we specify should be 
controlled, as well as that of any other important commodities, in the case of which it may be' 
found that there is a danger of shortage. 1'he regime should be administered with the help of 
strong committees on which the trades concerned should be fully represented (paragraphs ll to 17). 

(3) As regards the British Empire and the Allied countries the Govemment should without 
delay enter into negotiations with the various Governments concerned, with a view to the 
adoption ·Of suitable joint measures as regards selected commodities of importance. :For this 
purpose expert committees should at once be appointed (paragraphs 18 to 26). 

(4) The Government should consider, in consultation with the Allies, the expediency of 
establishing after the war a joint organisation on the lines of the Commission Internationale de 
Ravitaillement for dealing with the orders of the Allied Govemments for reconstruction purposes, 
and with such private orders as they may find it expedient to centralise. In exceptional cases it 
may ·be found necessary to adopt a policy of Government purchase of certain important raw 
materials, the supply of which cannot otherwise be safeguarded (paragrap.hs 27 to 32)." 

112. vVe desire to re-affirm these conclusions. The commodities to which we drew ~ecial 
attention were as follows:- -

Indian and Egyptian Cotton. Coal. 
Jute. Oil Seeds and Nuts. 
Raw Wool. Hides and Tanning· :Materials . 

.. 
. Cotton Yarn. Flax. 

Wool Tops. Hemp. 
·worsted and Alpaca Yarns. Ti;mber. 

. 113. 'rhe prolongation of the \Var and the entry into it of the United States have inc1·eased 
the importance of a considered policy directed towards assuring to the British Empire and the 
Allies adequate supplies of essential raw materials during the period immediately following the 

· conclusion of peace, and we wish to make it clear that in our opinion the extent to which the 
Paris Resolutions which bear upon this vital question can be carried into effect depends upon the 
eo-operation of the Governments concerned. . 

Othe1• measw·es of control of horne and foreign trade. 

1.14. The exigencies of the war have led to the introduction of far-reaching measures of 
Government control of industry which are constantly being extended. In addition to the pro
hibition of trading with the enemy numerous restrictions have been imposed upon the nature and 
direction of British trade with foreign countries, both view a view to safeguarding our own 
requirements and in connexion with the Blockade of th.e enemy countries. For example, a wide 
range of exports, especially to neutral .count.r~es in Europe, is. C<;Jntrolled uud~r the- licensing 
system, and by means of the Statutory List Bntish firms are prohibited from iradmg throug-h the 
medium of agents of enemy origin or association in neutral countries. Drastic restrictions have 
been ~mposed upon imports for the purpose of maintaining the foreign exc:hnnges and economising· 



26 

the liruited amount of tonnag-e available for purely commercial work. The latter necessity has 
also severely hampe1·ed lhitish export trade in many important ma1·kets. In the case of many 
imJ'ortant foodstufts and 1·aw materials the Government have found it necessary either to assume 
complete l'esponsibility or to exercise a close control of prices and distribution. By means of the 
Priority Advisory Committee certain industries are allotted only such proportion of their normal 
supplies as will suffice to preserve them on the smallest possible amount of 1·aw material. Apart 
from the shortage of labour and materials caused by the requirements of the army and the 
manufacture of munitions and by shipping difficulties, most industries have been affected by 
regulations as regards production and manufacture. The Government have taken possession of 
mines, railways and canals. 'l'he manufacture of numerous commodities of military or com
mercial importance is regulated. by a scheme of priority which must be followed by all firms 
receiving instructions in the matter, and dealings in such commodities are permitted only under 
licence. In many establishments the nature of the goods to be manufactured and their destina
tion are prescribed by the responsible authorities. Certain classes of manufacture are entirely 
prohibited or severely I'estricted .. Regulations are continually being made governing th,e priority 
of transport of goods by railway. ·while certain firms engaged in the production of war material 
have received financial assistance in order to enable them to instal plant and buildings which 
would not be necessary for their normal trade, in all other cases the raising of fresh capital for 
industrial development at home or for export abroad is permitted ~mly in special circumstances. 

115 .. The foregoing examples serve only to indicate the vast and complicated network of 
regulations and restrictions by which under numerous Departments and speciall,: created bodies 
British industry is now controlled. It will be obvious that under such conditwns the normal 
commercial and industrial operations of the country are carried on with very great difficulty. 

116. British me~chants and manufacturers· have acquiesced during the war in these measures 
- of control, 1'ega1·ding them as inevitable; but the1·e is a widespread demand that they should be 

removed at the earliest possible moment after the cessation of hostilities. This demand has found 
sh'ong expres.sion in the Reports of the Departmental Committees on the Coal, Engineering, 
Shipping and Shipbuilding and "l'extile Trades, though the Committee on the last-mentioned 
Trades consider that some measures will be necessary after the war for the control and distri
bution of the "\Vool supply, and for securing· t.hat British Textile factories and those of our Allies 
:;hall be re-equipped before export orders for other foreign counh·ies are taken in hand. 

117. We 1·ecognise that in addition to the proposals contained in our former Reports it will 
also be necessary to continue for some period after the 'Var some portion of the control of home 
and fo1·eign hade imposed dm·ing the 'Var to which we have referred in the preceding para
graphs. . 1 t is not _possible for us at the present time to specify the precise measures which will be 

·required. They-will depend upon a number of factors which cannot be accurately determined 
without knowledge of the precise te1·ms of peace and the conditions of industry at the time, more 
especially as regards the available supply of raw materials and of tonnage. 

118. 'l'he primary need will certainl.r be to secure to the country adequate supplies of food
stuffs and raw materials for industr;y und their fair distribution. For these pmposes it will almost 
ce1·tainly be necessar.)• that at the outset the Govemment should continue to control the allocation 
of tonnage. In addition, where supplies of raw materials are not likely to be available on a 
sufficient scale to meet all internal dema.nds, some arrangements for joint purchase and apportion
ment will be required. Similarly, in view of the extent to which renewals and repairs to 
machinery will be needed, it may be desirable at the outset to regulate the execution of orders by 
ineans of a system of priority cel'ti:ficates. In the application of any such system 1·egard must, 
howE>.ver, be had, as stated in paragraph 3 of our Second Report of the 14th December, 1916, to 
the imperative necessity of encouraging the general export trade of the country. 

119. In any steps which may be t~ken on the above lines the policy of. the Government.. 
·should, in om· opinion, be so framed as to keep within the narrowest possible limits the restrictin 
measures which it may be necessary to continue, and should be directed towards the rest01·ation 
of normal industrial conditions within the shortest possible time, subject always to the essential 
needs of the country and our obligations towards our .Allies. 'Yherever practicable the trades 
concerned should themselves be entrusted with the working of the control under Government 
authority. ' ' e entirely concur in the opinion expressed hy the Trade Committees that State 
control of,. and restrictions upon, industries arising out of war conditions, which have been 
1·ecognised and accepted as necessary during the war, will he found to be detrimental under 
normal conditions, and we strongly urge that they should be removed so soon as possible after 
the conclusipn of peace, regard being had to the eircumstances of each particular case. The 
early restoration of unrestricted dealings in the ma1·kets of this eountry and the world at com
petitive prices is essential to the re-establishment of British industry and commerce on a sound 
basis. It is especially important, with a view to the maintenance of the foreign exchanges and 
the l'ecovery of our position in the markets of the world, that our general export trade should be 
freed as soon as possible from all unnecessary restrictions, both as regards its 1wture and amount 
ana i.he channels through which it would normally flow. 
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THE SuPPLY Ol!' MATERIALS. 

120. Among the questions to which our attention is specially directed by our terms of 
reference are the following :-

(c) "To what extent and by what means the r~sources of the Empire should and can be 
developed " ; · 

(J) " To what extent and by what means the resources of supply within the Empire cau 
· be p1·evented from falling under f·oreign cont~·ol." 

121. 'V e have had before us in. this connection the :Final He port of the Dominions ltoyal 
Conimission, which deals in . Chapters IV and V with "the Nat ural Itesources o:f the Self 
Governing· Dominions,'' and in Chapter VI with ''the Conservation and Development of Natural 
Resources in the Future," and in Chapter XIV with "Empire Development· and Organisation." 

'V e have also had before us the Reports o£ the Depai'tmental Committees appointed by the 
Board of Trad~ to consider the position o£ the Textile and Iron and Steel1.'rades after the 'Var. 
The Textiles Committee have made a number of recommendations as to the development of the 
supply of text.ile raw materials from Imperial sour~es, whilst the Report o£ the Iron and Steel 
Committee emphasises the need for more systematic action than has hitherto been taken to secure 
adequate supplies of Iron Ore. 

w~ have had evidence and :Memoranda from a number of Government Departments, from 
various public Institutions and Societies concerned with different aspects of the subject, and from 
Chambers of Commerce. 

Furthermore we have received from the Sirdar a Report on the Economic Dev~lopment of 
the Al).glo-Egyptian Soudan, and through the Colonial Office certain special Reports from the 
Governments of a number of Crown Colonies and Protectorates. 

The Dev~lopnwnt of Imperial Ueso-urces. 

122. 'l'he ·war has directed public attention to ~the extent to which the United Kingdom auJ. 
the British Empire a.s a whol~ are dependent upon foreign countries, not only for certain manu
factured commodities of great importance (a matter with which we have dealt in our Interim 
Report on Es~ntial Industries), but also for a large number of raw materials which are not 
produced at all, or are produced on a. scale altogether incommensurate with our requirements, 
within the British Empire. Conspicuous examples of such materials produced on an appreciable 
scale, but nevertheless to an insufficient extent, are Iron Ore, Antimony, Bauxite (the Ore o.f 
Aluminium), Copper, Graphite, Lead, Rock Phosphate, Petroleum, Cotton, Flax, Hemp, Sugar, 
\Vood and Timber, and Tobacco. Examples of materials not produced at all within the Empire, 
or produced on a quite insignificant scale, are nfnize, Silk, Potash, llorax, Gryo]ite, Quicksilver, 
Nitrate of Soda, Sulphur, Bismuth, Cinchona (Quinine), Ipecacuanha, Iodine, Coca (Cocaine). 
Attention may also be drawn to the fact that the imports into the United Kingdom before the 
\V ar of Bee£, Pork, llacon and Hams were almost entirely derived :from foreign countries. The 
main conditions in regard to these various commodities, and especially as to the extent o£ our 
dependence upon :foreign sources of supply, were of course familiar before the \Var to those 
directly concerned with each particular article, but it is doubtful if they were at all widely 
known or· if their significance for the industrial position of this eouutry, eRpecially in times of 
international disturbance, was generally appreciated. 

123. Although the list of commodities given above is a leng·thy oue, it is not exhaustive, ~~nd 
might be considerably increased. It is not suggested that all of them are of equal importance, 
and any attempt to make th~ Empire self-supporting· in respect of them all would probably he 
lJOth impracticable and economically unsound. Some selective policy will be necessary, which 
shall have 1·egard to relative importance, whether industrial or military, and to the sources of 
supply and the likelihood o£ their disturbance in times o£ war . 

. 124. In this connection we should like to draw attention to Appendix I to the ]'inal Report 
of the DominionR Royal Commission (C'd. 8462) and the ":Memorandum and Tuhles relating to 
the Food and Uaw l\Iaterial Requirements of the United King·dom," published by the same 
Royal Gommissio~ in 1915 (Cd. ?123), in which for !he first time an effort .has been made to t~ke, 
so far as the existmg data permttted, a comprehenRtve survey of the reqmrements of the Umted 
Kingdom and of the Empire in respect of 'a wide range of ]'oodstuffs and Raw .Ma.terials of 
Industry and of the extent to which those requirements are or might be met from the developed 
or undev~loped resources of the Empire. We entirely concur in the general recommendation 
of the Dominions Royal Commission (Page 66, Paragraph 332}, that "it should be the duty of 
some body or Department to coll~~t. from y~ar to .year information as to the requirel?ents of 
the Empire in respect of commodttles essential to lts development, safety and well-bemg, and 
as to the out.put act~al and potential, and ·to watch carefully ~ny t~1~de~cies towards change. 
Action of this kind hes at the root of any endeavour towards a Wise utilisatiOn of the resources o:f 
the Empire." 

125. rl'he Dominions Royal Commission go further than this pronouncement and formulate 
in Chapter XIV of their Report (Pages 158-163) a scheme :for the establishment of an Imperial 
Development Board, which should consist of t·epresentatives of all parts o~ the J~ritish Empire, 
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~nd should undertake the duties indicate~ in the recommendation quoted in the preceding para
graph. and should further be charged with the elaboration and critical examination of joint 
Imperial schemes of development. It is recognised by the Commission that the Board should not 
encroach .upon. the political or ~dministrative machinery of any of the Self-Governing parts of 
the E:~ri.J:~ue; m other words, It should be purely advisory in its initial stage, though the 
9omm1,ssion clearl:f ~ontemplate specific administrative functions being assigned to it in the 
future.. In the opm10n of the Commission the proposed Development Board should undertake 
~ contmuous survey of the relations between the production and requirements of the Empire 
m the matter of Foodstuffs, Raw Materials and all othe·r commodities essential to its well-being, 
and watch a~'d. report upon the .ch.anging requirements of the Empire in respect of such materials 
and commodities. Moreover, It IS proposed that it should:-

(1) Mature plans for promoting and improving the production within the Empre of 
such ~aterials and commodities; · 

(2) Investigate in collaboration with existing Institutions and Committees the possibilities 
of production within the Empire o:f essential materials and commodities now mainly 
produced outside its limits; the best means of promoting efficiency and preventing· 
waste. in existing methods of production; and the possibility of the utilisation of 
substitutes for essential commodities not available within the Emnire; and 

(3) Consider and devise means for the direction of Empire capital towa;ds the develop
ment of Empire resources; study the larger aspects of migtation within the Empire 
with a view to securing and maintaining a sufficiency of population in all its parts; 
advise on the adequacy for Empire requirements of schemes of harbour improve
ment; study the lines of communication by Steamship, Railway or Cable, which 
are contributory and necessary to Imperial Development; study and report upon 
legislation both within and without the Empire affecting the mechanism of trade 
in its widest sense; and prepare and pub~ish Imperial Statistics. 

126. It would in our opinion be out of place for us to offer any detailed criticism upon 
recommendations which are the outcome of so prolonged and comprehensive an enquiry as that 
which has been conducted by the Dominions Royal Commission, and we propose, therefore, to 
confine. ourselves to certain general observations. Whilst we have great sympathy with the 
objects which the Dominions Royal .Commission have in view in putting forward their proposals, 
the scheme is clearly a very ambitious one, and we doubt if it is immediately practicable. "\Ve 
think that it would. be possible to make more rapid progress by dealing separately with a number 
of special commodities or groups of commodities. It would no doubt be possible at a later stage 
to bring organisations set up for these special purposes into one single organisation should that 
course be deemed expedient. A subsidiary argument telling in the same direction is that the 
conditions in respect of particular commodities or groups of commodities and the problems arising 

. ·therefrom differ so much that no single Board of limited number--s could possibly deal with them 
adequately without the assistance of a number of specialised Committees composed of technical 
a.nd commercial experts. 

127. In a letter addressed to you by our Chairman on the 4th May last (Appendix I) 
we have already made recommendations, on the lines thus indicated, in respect of Metals 
and Minerals, and have expressed our opinion that some effective organisation should be 
provided as soon as possible in the form of an Intelligence and Advisory Bureau. 

(a) " for securing the detailed and systematic collection, examination, and dissemination 
of information as to the needs and resources of the Empire in respect of Minerals 
and Metals of economic or military importance, and 

(b) "for framing proposals for submission to the proper Authorities as to the co-ordination 
of existing surveys and investigations and any extensions thereof which may 
appear expedient." 

128. We have further suggested that in certain cases it should be a duty of the organisation 
thus proposed to consider if any deposits of :Minerals not adequatetly worked, or any new 
deposits unlikely to be adeq~ately worked without some kin.d ?f Government assistance, are of 
such military importance or hkely to become of such economiC Importance as to warrant Govern
ment aid in their development, and if so, to frame recommendations for the consideration of the 
particular Government of any part of the Empire which may be concerned. 

129. Further in our Interim Report on certain Essential industries we haYe expressed the 
opinion that mea~w·es should be t~ken to improve the supply £~om withi~ the British Empir<> 
o£ certain essential drugs or materials for drugs, and that a special authonty should be charged 
with the duty of administering these measures, of safeguarding the cons~mer, an? of watching 
over the position of this essential industry, a~d we have. suggested that this ~ask might be ~nder
taken either by a sub-department of the Special Industnes Board, the est~bhshment o£ whwh we 
recommended in paragraphs 30 an? 31 of that report, or b.y t~e Natwnal He.alth Insurance 
Commission, co-operating closely with the Department for Scientific ancl Industnal Research. 

130. A further recommendation on the same lines is that contained in that ~art of the 
Report o£ the Textile Trades Committee which d~als with the supplies of Raw Cotton. That 
Committee have recommended "that every possible effort should be made to secure a more 
extended O'rowth of cotton within the British Empire; that in order to further such efforts a 
standing Advisory Committee should be appointed, including representativ~s o£ the Govern~ents 
of India, Egypt and the Colonies and Dependencies con~erned; th~ t:ades mtereste~ both I~ the 
United Kingdom and in India; the British Cotton Growmf:I Association; the 1m penal Inshtut~, 
and at least one botanist who has devoted special attention to the growth o£ cotton. It lS 



29 

recommended that the dut.y of this Committee should be to investigate in all its .bearings the 
question of increasing the supply of cotton within the Empire, to act as a clearmg house of 
information, and generally to assist and advise the Governments concerned in the development of 
their cotton-growing resources." 

131. The Board of Trade have set up' such a Committee and we have only to express o.ur 
approval of this action, and the hope that the Committee will be pr«;>vided .with all the financial 
assistance necessary for this purpose by the Governments of the U mted Kmgdom and the other 
parts of the Empire concerned. 

132. It will.be evident from the three cases referred to in the preceding paragraph that the 
work of each Committee or other Authority which may be set up to deal with any particular 
commodity or group of commodities from the point of vie'Y now under consideration may take 
any one or all of the ;following directions :- · 

(a) It may act simply as a clearing house of information, collecting and co-or~inating the 
fullest possible information as to Imperial requirements and resources m respect of 
the commodity with which it is appointed to deal, and directing attention to any 
gaps in the information available, and making suggestions as to the manner in 
which those gaps can be filled; · 

(b) It may direct attention to the inadequacy of Imperial Supplies of important com
modities and formulate suggestions for submission to the various Governments con
cerned for the systematic search within the Empire for commodities which are or 
may liereafter be of importance for our industries; and 

(c) In some cases where it appears that State assistance is necessary for the development of 
such resources, whether by subsidy, the provision of means o.f transport, the organ
isation of labour supply or otherwise, it may frame schemes for such State 
assistance which can be put before the responsible executive Department of the 
Government. 

133. 'Ve think it will be generally agreed that the first and second of these functions can be 
very usefully discharged by bodies set up on the lines of those suggested for Cotton and Metals 
and Minerals. There may be some difference of opinion as to whether the third of the functions 
indicated in the preceding section is one which can be usefully undertaken by such bodies, but 
there appears to us to be no reason why it should not be undertaken by them, provided that it is 
clearly understood that any schemes that they may frame in this. connection are simply proposals 
to be submitted to the Government and to be subject to their approval; that provision is made for 
the representation of any Overseas Governments concerned, so that their views may be given 
full weight in the framing of schemes,. and that both scientific and commercial advice should 
be utilised to the fullest possible extent. 

134. It is obvious that the measures to be taken must vary with each particular commodity. 
It may be that in certain cases, of which Sugar is a conspicuous example, a measure of Imperial 
preference, by way of tariff reduction or otherwise, may afford a sufficient stimulus to production. 
In this connection we would refer to the Resolutions forwarded by us to you on the 2nd February 
last. In some cases scientific surveys and investigations undertaken with State financial 
assistance may be necessary. In othet cases State aid in the development of transport facilities 
may be requisite; in yet others, it may be desirable for the _Local Governments to take action 
in respect of the supply of labour; in others, as for example Soudan Cotton, financial help 
from the State, either in the form of loans or of outright subsidies, may be desirable in the 
early stages of development. In some instances the only kind of action called for may be the 
formation of Combinations of British consumers of the particular commodities to develon their 
supplies, the State giving merely encouragement and recognition- to such Combinations. An 
example of this is the proposal of the Iron. and Steel Trades Committee with respect to Iron Ore. 

135. We do not consider it practicable fop us to undertake the detailed investigations which 
would be necessary to determine what kind of action is desirable in respect of the numerous 
individual commodities which have been enumerated earlier in the chaptet; and we recommend 
therefore that special inquiries on the lines of those to which reference has alreadv been made 
should. be instltu~ed with regard to such of the commodities mentioned in paragraph 122 above 
as may be selected under the principles indicated. We think that the object to be kent in view 

. in such inquiries should be that the Empire ought to be capable in an emergency of being 
independent in respect of the supply of every essential commodity of any single foreign country 
or possible combination of ioreign countries. In our view no one oi the various forms of State 
action to which we have directed attention should necessarily be excluded from the recommenda
tions of an~ <;Jommitt~es or other Authorities set up to deal with particular commodities· or groups 
of commothhes, provided always that, whatever method may be adopted in each case regard is 
had to the importance of not raising the •price (except so far as mav be necessary f~~ revenue 
purposes) of important raw materials or foodstuffs. - ' 

136. In I?aragraph 127 above. we hav~ referr~d to the recommendations already made by us 
for the establishment of an Intelhg~nc~ and Advisory .Bureau for dealing with information as to 
!he needs and resour?es ~f the Empue m respect of lfmera~s and ~fetals of econo~ic or military 
Impor!ance. We thmk It clear th~t some.permanent machmery will also be required in order to 
co-o.rdmate and render more readily avai.l~ble than at present the il).formation obtained from 
vanous sources as rega~ds othe_r c?m.modi!Ies of the nature referred to in the preceding para
~-rap~s. At the same time, while It 1s des1rable that information should __ be re~dily available in 
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ail acc('ssible form in London, due regard should be had to the importance of preserving the· 
initiative and independence of the various bodies now engaged in scientific and industrial research 
and the dissemination of the results. In any an·angements advantage should be taken of the 
organisation which already exists at the Imperial Institute for these purposes. We do not 
propose to enter into the discussion which has recently arisen as regards the work of the Imperial 
Institute or into the controversial proposals made in this connexion in Chapter VII of the Report 

. of the Dominions Royal Commission. \Ve desire only to say that, while the Institute has done 
wry useflil work in the past, we ·agree that improvements should be made in its organisation iu 
order to enable it tQ carry out adequately the work which will be required in future. In particu
lar we are disposed to concur in the view expressed in paragraph 403 of the Commission's·Report 
that administrative and scientific functions should not be combined in one officer. \Ve recommend 
that a small independent Committee should be appointed to consider to what f'xtent and in what 
manner the Institute Pan bP macle more effective for the p"itrposes referred to in this part of our 
Report. -

• 
The· Regulation of Alien I-nterests. 

137. As regards sub-.b,ead (d) of our 'l'erms o£ Reference, namely, "to what ext-ent ~nd by 
what means the sources of supply within. the Empire can be prevented from falling under foreign 
control," we think that the experience of the War has shown that some special form of Govern
ment control is necessary in I'espect of a ce1'tain number of commodities of vital military import
:mce, the supply of which within the British Empire is limited. In our report on Essential 
Industries, to which reference is made in the following chapter, we have made recommendations 
with this object in vie'." as regards \Vol£ram Ore, the raw material of Tungsten, and Monazite 
Sand, :from which Thorium Nitrate is extracted. Other important examples which may be 
quoted are Petroleum, Bauxite, Chrome Ore, Manganese, Molybdenum and Vanadium, and, 
among the raw materials of essential drugs, Egyptian Henbane and Ajowan Seed, which are 
respectively the sources of atropine and thymol. In such cases it is desirable to ~->ecure, not only 
that the sourPes of supply and their working are under Briti,<;h control, but also that adequate 
supplifls are dir<>cted to the United Kingdom. These objects may be attained in the case of 
eertain minerals by means of the imposition of special conditions in the grant of mining leases or 
licences by the local Government concerned, and their reservation in certain cases to Uritisl1 
subjects or companies of British character. In some cases it. may be· expedien.t to continue the 
reglllation of export by licence or to impose export duties, and· in others to provide for ~ctual 
Government control in special emergencies. The commodities· in respect of which such special 
measures may be necessary and the precise measures to he adopted mut be selected as t-he result 
of careful inquiry into the circumstances of each case. . ' 

138. Apart from the lim,ited number oi cases which fall within the scope of the last para
graph we are of opinion that it would be unwise to aim at the exclusion of foreign (other than 
present enemy) capital from sharing in the development of the material resources of the Empire. 
It will, .we think, be generally agreed that for a term of years "1t least present enemy capital 
should be excluded from such participation . 

. 139. \Ve understand that ·in the case of rubber lanlls in the Federated Malay States the 
·Secretary of State for the Colonies has decided that foreign capital shall not be allowed to acquire 
estates whilst British capital is debarred by the circumstances of the \Var from so doing. What
ever justification there· may be for this policy during the War, we are strongly of opinion that 
after the War obstacles should not be placed in the way of foreign (other than present enemy) 
capital assisting· in the development of the material resomces of the Empire, especially as owing 
to the great demands made upon it to meet the expen·diture for the War British capital may for 
some time to come not be in a position to undertake tl1e task of Imperial Development on the scale 
which we all desire to see. The free investment of capital has been on the whole a factor of great 
assistance in this development in the past. · 

140. If this policy be adopted, it should be subject to the proviso that the necessary legisla
tive powers are taken to secure:-

(a) Complete disclosure, so '.far as is practic·able, of t.he extent of foreign holdings in any 
particular case ; 

· (b) That Mineral and other properties are not secured by foreign concerns in order to pre-
. vent the development of those properties and to check competition in supply; and 

(c) That as indicated in paragraph 137 above in the case of concessions relating to com
.modities of great Imperial importance the local Government concerned should have 
some measure of control over the working· of the properties. 

141. If these principles be accepted by His Majesty's Government we recommend that they 
may be brougli.t under the consideration of the Governments of the Empire concerned, with a 
view to the adoption throughout the Empire of a uniform poliey so far aA practiPable. 
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CHAPTER V. 

EssENTIAl, INDUSTRIES. 

142. In om llE:'rJOrt. tl:de<l the iGth March, 1917, Wt' rlealt in part with the <]twstion c·on-
tained ·under Subhead A of our Terms of Reference, viz :- · • · 

" What industries are essential to the future safety of the nation, and what steps ~hould be 
taken· to maintain or establish them." 

We pointed out that it is, o£ 0ourse, obvious that the great staple trades, such as Goalmining, 
the Iron and Steel Industry, Engineering, Shipbuilding, the Electrical Trades, and the 're:xtile 
and Chemical Industries, are of vital importance to the· economic life of the nation both in 
peace and war. 'Ve stated that there art-, however, certain special commodities which, whilst tlw 
branches of industry engaged therein are not of such magnitude, are E:'ssential to national safety, 
ail being absolutely indispensable to important British industries, mHl were supplied before the 
war entirely or mainly from present enemy sources or from sources under present enem~· conirol. 
"\V e were informed that in. drafting the :first of the Permanent Resolutions of the Paris Economie. 
Conference (C. I.) the representatives of His :Majesty's. Goverllment had especially in mind 
industries (which have come to be known as "key " or ." phTotal " industries) eoneerned with 
th~ production of commodities of the kind. 

143, In addition to Synthetic Dyes and Spelter, in I'espect of which action has already been 
taken by His Majesty's Government to secure the maintenance o£ a permanent supply in the 
United Kingdom, we made detailed recommendations as regards the following selected com
modities which appeared to us to· call for special mention on the foregoing grounds:-

Tungsten. 
Magnetos. 
Optical and Chemical Glass. 
Hosiery Needles. · 
Thorium Nitrate. 
J.1imit and Screw Gauge~. 
Certain Drugs. 

144. As regards Drugs we have received, in addition to the Memorandum from the National 
Health Insurance Commission appended to our Report of the 16th March last, valuable Memo-

. randa from the Pharmaceutical Society and the 'Var Office. The detailed suggestions contained 
in those memoranda, which do not affect the principles laid down by us, will fall to be considered 
by whatever Department is entrusted with the responsibility of safeguarding the supply of 
Essential Drugs. 

145. We reproduce here the genera] conclusions on this branch of our inquiry formulated in 
that Report :-

"29. Up to this point we have dealt with several typical industries which on account.oftheiz· 
peculiar importance appear to us to require special treatment in future. From the consideration 
of these industries certain principles emerge which call for notice. \Ve now proceea to state 
these principles and to make the general recommendations which in our opinion follow from them. 

"In the :first place a particular commodity or branch of production which is of great 
national importance at a given time may not continue to be so, and on the other hand new 
Pssential industries may emerge in the future. 

"Secondly, the causes which have rendered British trade dependent upon the present enemy 
countries for the supply of particular commodities are by no means uniform, and the measures 
required to promote the various branches of industry involved may vary with each individual 
commodity. The problem will also be affected as new economic and political conditions arise 
and changes occur in the international situation. 

"It seems to us to be certain that in the future industries of the nature dealt with in this 
Report will always require special and separate consideration, ar.d that no general measure will 
be sufficient to meet the varying I'equirements. Consequently- it is impossible to lay down per
manent and uniform lines of State action in this connection; nor are we in a position to fi·ame an 
exhaustive list of such industries as may from time to time call for exceptional treatment, or to 
elaborate in detail the precise measures which may be needed in each case. The special recom
mendations which we have made in the previous paragraphs may them~elves require modification 
to meet thfl eonditions which m~y ~ctually exist after the war. · 

" EsTABJ.ISH:MENT OF A SPECIAl, INDUSTRIEs BoAun. 

" 30. In these circumstances we recommend the. establishment of a permanent Board (wl1ic11 
might be called the Special Industries Board) charged with the duty of watching the course of 
industrial development and of framing from time to time, when necessary, either on its own 
initiative or on the application of interested departments or persons, detailed schemes for the 
promotion and assistance of indusb;-ies concerned with the production of commodities of the 
special character indicated in paragraph 2 of this Report. 

'.'This ~rganisation should take the form ~f a Board of commercial and industrial experts, 
associated with whatever Department of State Is entrusted with the care of the commercial and 
manufacturing interPsts of the country, ana reprPsented in Parliament by tl1e flOlitiPal head of . ~. " 



that pepartment. It. should be a .statutory bo~y with a :rermanent. chairma:n and with power to 
appon:it such secretanal and techmcal staff as It may reqmre from time to time. It should issue 
an annual report of its proceedin~s, and such. special reports as it may t~~nk expedient, which 

· ~eports should b~ presented to P~rhament; and It should be a st.atutory conditiOn that, except upon 
Its recommend.atwn, no State assistance by way of grant or subsidy should- be given to any industry 
or .bra:nch of mdustry .. It should work in close relation a~d co-operation with the Department of 
Scientific and Industrial Research, and all other Departments of the State interested in the 
development o~ indust;y, and it should always be cognisan~ :not only ~f n~val and .military require
ments as. they affect mdustry, bu~ also of. the c~rrent poht1eal rel~tio~ships of this country, since 
changes m these respects may obvwnsly brmg to hght fresh' essential' mdustries. 

"31. The maintenance of effieient and adequate production at reasonable prices must be a 
condition of the continued receipt by an industry of special State assistance in any form. In addition 
to the framing of schemes! it should be the duty of the Board the establishment of which we 
recommend to watch over the fulfilment of this condition, and for this purpose it should make 
such arrangement~ .as to inspection as may be n~ces.sary. .Where financial assistanc~ is given it 
should be a· condition that the firms or compames m receipt of grants should be entirely British 
and the grants should be issued only upon a certificate from the Board that this condition and any 
other conditions which may have been imposed continue to be satisfied, and the repayment of the 
who!~ ?r at lea~t part of any grants sh~ul~ alway~ be. kept in view. Similar~y, where import 
restriCtiOns are Imposed for the purposes md1eated _m this Report, the· grant of licenceB should be 
regulated on the advice of the Board. In any cases in which special protection may have been 
given against foreign competition by way of tariff or prohibition, it should be a function of the 
Board to consider complaints that such protectirm has been improperly used or has :for any reason 
ceased to be in the public interest; and in all ·cases in which special assistance of the kinds 
<>uggested in this Report is given the Board should hav.e power to consider complaints as to the 
conditions and terms of employment in such industries, and to require any changes to be made 
therein which it may deem proper. For these purposes it should have the right which has been 
xercised with advantage by the contracting departments of the Government during the war to 

.uamine books and cost accounts, to conduct such enquiries as it may think necessary, and to 
publish its conclusions. The members of the Board should, we think, be appointed for fixed ter:qts 
~~~ . 

"Failing efficient and adequate output, the Government should itself undertake the manufacture 
. f such. article~ as may be essential for· national safety." 

CHAPTER VI. 

fHE TREATMENT OF ALIENS IN RESPECT OF COMMERCIAL AND INDUSTRIAL OCCUPATIONS 
AND UNDERTAKINGS IN THIS COUNTRY. 

146 .. In Chapter IV we have dealt with the question to what extent and by what means the 
.3upply of raw materials within the Empire can be prevented from falling under alien control. We 
:J.OW proceed to discuss the policy which should be adopted as regards the participation of aliens 
in commercial and industrial occupations in this country. 

'147. In our opinion it would not be desirable that any special restrictions should be imposed 
on aliens generally in this connexion. We are satisfied that the absence of such restrictions in the 
past has on the w~ole been to the advantage_ of t~is c?untry,.especially as r~gards the freedo"?. of 
investment of capital, and we would draw attention m particular to the Importance of Bnttsh 
interests in foreign countries which might be seriou~_y _harmed. by any ~etali~tory-: me~sures.. There 
is also the danger that an example set by the U mted Kmgdom m this duectwn m1ght be 
followed by certain other countries which have already shown a tendency to impose restrictions of 
a similar kind on British enterprise. 

148. There are however a limited numb~r of cases in which restrictions or safeguards of some 
kind will in future be necessary, but, while it may be requisite in a few special instances to impose 
strict restrictions, we are of opinion that as a rule adequate security can be ensured by requiring 
disclosure of the facts. 

149. We think for example that Pilotage Certificates should be granted to British-born subjects 
only, and that the prof~s.sion o~ Patent Agent s.hould be confined to ~r.itish-b?rn subj~cts, in v~ew 
of the special opportumties whiCh these occupatiOns afford for the obtammg of mformatwn affectmg 
national security. 

150. It is also a matter for consideration whether ForeiP"'t Commercial Tr.avellers operating 
in tht: United Kingdom should not be registered, in order tha~ tb.e extent of their a~tivities may be 
known, and it might possibly be expedient to require them to hold hcenceo for w~teh fees would 
be charged, which could be remitted in the case of travellers representing firms of such countries 
as do not impose dues on BI·itish Commercial Travellers. 

151. In our report on Essential Industries we have retlOiilmendell that financial assistance, if 
given from public funils, should be confined to firms which are entirely British in character. 



152. As regards foreign ownership or control of land or mineral resources we recorwJi-e!ld that 
registration of title to real property should be made compulsory over the whole of the United Kmgdom 
u.nd that such registration should involve a. declaration of the nationality of the owner or trausferee. 

153. In view of the importance of not discouraging the investment of foreign capital in this 
cquntry and of the special danger of retaliation or the adoption of a similar policy by foreign countries 

· generally in respect of similar British interests in foreign countries, we think that it would 
be unwise to impose any widespread restrictions in resJ1ect. of the holding of real property 
generally, but the information obtained by such registration would enable the Government to 
decide whether in any particular case nationa.l securit~ required the ex-propriation of foreign interests 
and might also be used, if it appeared expedient in any case, to secure reciprocity of treatment for 
British interests abroad. 

154. Our attention has been ·called to the difficulty which has been experienced during 
the war in ascertaining whether a company ·registered undflr British limited liability laws 
is in fact British in character, and it has been suggested that every limited company 
should be required to include in its annual return to Somerset House a statement of the 
amount of its stock or shares held by or on behalf of aliens, together with a statement of their 
nationality. It has been pointed out to us however that in order to obtain this disclosure it would be 
at least necessary to prohibit the issue in this country of what are known as "bearer securities." 
Even if this course, which we are not prepared to recommend, were adopted, w·e have formed the 
conclusion after careful inquiry that reliable information could not be secured in many cases 
without elaborate investigations, if at all, and we think that the general requirement suggested 

, would involve an amount of trouble and expense both to the Government and to. British Companie~ 
which would be altogether disproportionate to the results obtainell. ·we recommend however 
that the Board of Trade should have the power to make such an investigation in the case of 
any particular company in which on grounds of national safety foreign control might be undesirable 
and in which there is prima facie reason for suspecting its existence to an undue extent. 

155. We have given particular attention to th~ position of the agencies or branches of Foreign 
Banks and Insurance Compani~s in this country. We think that it would be unwise to enter on a 
policy of checking the e~tablishment or continuance of such institutions, but that it is desirable to 
guard against the danger of their being used for political or other purposes not strictly in 
connexion with trade, and we recommend therefore that they should be required in futui·e to take 
out annual licences (for which a small fee should be paid to cover the administrative expenses 
involved). The Government should have power to withhold, or in ~xtreme cases to revoke, 
such licences if ~he institutions are used for improper purposes~ or, if necessary, in order to 
secure reciprocal facilities for British institutions abroad. We further recommend that foreign 
insurance companies should be required to make a .deposit proportionate to the business done by 
them. 

156. We desire to add that close attention should he given by the Inland Revenue authorities 
to the importance of securing that foreign banks do not evade the payment of the British Income 
Tax. 

157. We consider that at any rate for a period after 'the war it will be necessary to impose 
special t;estrictions upon the subjects of the present enemy countries. We suggest that this can best 
be done by means of stringent permit and police regulations. It may be desirable for example 
that during the reconstruction period permits should only be granted to present enemy subjects for 

. short periods and on specified grounds, and that the holders should be required to report theniselves 
to the prescribed authority at regular intervals. The nature and duration of this control must 
depend l!l'rgely on the peace. settlement and_ithe attitude~ of the present enemy Governments and 
their subJects after the war . 

• 
158. 1£ control on the lines indicated in the preceding paragraph be adopted, we do not think 

that, except possibly for a short period in special cases, it· will be practicable to attempt to 
prevent .present enemy subjects from establishing agencies, or holding interests in commercial or 
industrial undertakings generally, in this country. Any such measures, if attempted on any 
considerable scale, or for any length of. time, could probably be evaded by the employment 
of agents of other nationalities. In particular we think that, in view of the importance of 
·maintai;ning the financial position of London and of the .complicated nature of international trade, 
it would. be impracticable and inexpedient to impose any restrictions or discrim,inations as 
regards the use of London credit. Similarly we are satisfied that the attempt to prohibit the use 
by present enemy subjects of London insurance and reinsurance facilities, while it might cause 
them some temporary inconvenience, could only be made effective after the war by means of far
reaching restrictions upon, and Government interference with, all foreign insurance business, if not 
its total prohibition. Any such measure8 could only result in shifting the international centre 
and wonld inflict serious loss, not only upon the London market, but upon the country as a. whoie. 
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CHAPTER VII. 

Iz..--nusTRUL A.J.~D CoYMERCHL Ona.u.~sATIOY. 

159. It is apparent from the jleports of the Departmental Committees appointed by the 
Board of Tr~c~e, and from other eVIde .. nce which has been before us, that in spite of the achieve
ments of Bnbsh ma~ufactur;rs and traders in building up the great fabric of our industry and 
~omm;rce, and not'Y1thstandmg the. stren~th of the l'nited Kingdom's economic position, there 
1s a Widesp!ead feelmg that a reco~siderahon· of our industrial and trade organisation has become 
nec.essa.ry. m consequence of the mc~e~sing intensity of :fort>ign competition, and the lines on 

• whiCh 1t 1s. conduct~. ,:rha~ comp~hhon is ~ased largely on a system of combination in respect 
of produchon and distribution which has hitht>rto made comparativelv little pro()'ress iri the 
United Kingdom. _ · '"' 

. _160. It has been ·pointed out in Chapter II o£ this Report, which smveys the position of 
Br1hsh ~ndustry and Tr~de before the 'Yar, that in this country any particular branch of manu
facture- IS carr1ed on, generally speaking, by a great number of separate concerns, actin"' 
independently and usu~lly in acute competition one with another, often operating only on a small 
scale but yet producing an extensive "range of patterns. Firms competing on these lines are in 

_.,many cases unable to pay adequate wages or to obtain sufficient capital for necessary improve
·ments or developments. Ma1·keting i!S <il~o done on independent lines, either, by the manufac
turing concerns themselves directly or through agents, or by merchant firms. The consequent 
increase of cost either involves_ higher prices than would otherwise be necessary or results in 
uneconomical trading. In the two countries which have become our principal competitors in the 
world's markets-the United States and Germany-and in a lesser degree elsewhere industry and 
trade have become to be largely controlled either by powerful concern_s, frequently resulting 
from the consolidation of a number of undertakings, and operating on a very large scale, or by 
combinations of manufacturers which, whilst falling sh01't. of consolidations, nevertheless aim at 
the organisation and regulation of production; and the restriction of competition among them
selves both in the home and foreign markets. The objects of both forms of combination arf> 
f>Ssentiallythe same, though the lines of approach are different; and the pooling of interests 
facilitates the development of standardisation, the concentration of the manufacture of particular 
commodities in th'e works- where they can be most economically produced; tl1e elimination of tht> 
econoJ?li'c waste resulting, from the dispersion of the efforts of an individual concl'rn over a wide 
range of commodities or patterns, the scrapping of less efficient plant, economies consequent upon 
the consolidation of management, and niore enterprising methods of foreign trade tl1an arf' 
practicable for a number of isolated concerns. 

161. From the evidence before us it appears that British m<muiacturers and merchants ~~s a 
clas!! are not diSJlOsed to doubt their ability to maintain and extend their business, if they are left 
untrammelled; tl1ere i-s of course a real danger that consolidation and combination may not only 
tend to diminish that individual initiative -and enterprise to which the progrf>ss of British 
manufacture and industry has been largely due, but may also be canied to a point at which it 

- becomes inimical to the general interests of the country as a whole; and in same branches of 
production and distribution there may be, and probably is, Ettle need for any substantial changes 
in organisation. Nevertheless there is a considerable bod~ of opinion, with which we are in 
general agreement, that fhE> individual manufacturer and mer<'hant w]l find it increasingly 
difficult to keep abreast of technical progress and to meet effectivf>ly the com1Jetition of the 
powerful forei~ consolidations and combinations to which we have referred, operating _as thf>se 
ilo under a single ~idance and with great financial resources. It is in our view necessarv 
that in so:tJ•.e important direc-tiQns the individualistic mf>tl10ds hither~o mainly adoptt'cl sho1r:d }w, 
llupplromented or entirely replaced by co-operation and co-ordination of effort in re~pf>ct. of (1) tl1e 
securin~ of supplies of materials, (2) production in which we include standardisation and scit>nti:fi,. 
and indust~al research, and (3) marketing. 

162. "r e prorose accordingly to consider in the pre:;;ent Chapter the form and extent ~f such 
industrial and trade combination as has hitherto existed i.n the United Kingdom, the lineH OJI 

which combination may he developf>d, and the attitude whi<'h should l>e takf>n up by the Stat~ i1! 
regard thereto. 

_ 1'l:J. The industrial and trade organisations established in this country before the 'Var, apart 
from Emplover.:.' Associations and Federations formed primarily for joint· action in respect of 
wages and other labour questions, have been mainly of two kinds: (A) associations constituted 
for the purpose of watching over the general interests of particular industries and. trades or groupl> 
thereof, in respect .to such matters as P!Oposa~s for legislation, domestic _or forf>ign, _lik~ly 
ta affect the trad~ railway rates and shippmg freights, forms of contract, credit, the compilatiOn 
of special statistic~ and information, and in some cases tl1e discussion of technical _questions.: and 
(B) combinations of which the principal object is"'the rf>gulation of trade, parhcula~·ly m thf 
matters of prices and output. The associations included in the first group may occasiOnally ~e 
-nsed for the latter purposes, but thPir action in·this respect i~ generally only incidental, and ~~ 
t·arely very effective or last.in~.-

164. (A) Associaticns for general trade purpose$.-Apart from the Chambers ~f Commerce-, 
which are organised upon a loc~ and not upon a trade basis (thoug-h the two are. m some c~se~ 
almost identical} a~sociations for genf>ral trade purposes are fairly numerous m t~e U mtl'd 
Kingdom. Examples. of varying- df>g-rees of importancf>, arf> thE> Iron, Steel and Alhf'd Trarlt>~ 
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·Federation; the Briti::;h Elech·i<41l and Allied ~Ianufaclurers' ..Association; the Society o£ Motor 
· )Ianuiacturers and Traders; the Flax .Association; the Silk Association; the Pa.per Makers' 
Association; the Agricultural Eng·ineers' Association; the Oil, Paint and Varnish Trades Fede
ration; and tile United Tanners Federation, though there are many others. Some o£ these have 
.lone, and are doing, very usef\1l work, but-it will, we think, be-generally admitted that the 
majority of the Associations q:f this class do not command the active and constant 1nterest o£ theit· 
particular trades as a whole, and are not regarded either within or without thf' trades as really 
authoritative exponents o£ the views of tlw~e engagerl in tht>m. In many lmuwhes of Rriti~h 
inrlustry no such associations exist at all. 

16:). 'l'he weakness of the associations has we· think bf'en due both to the nructical absence 
of any kind of official repognitiou, to a eeri.ain indefiniteness of purpose, and io the reluct.anee 
_of manufacturers and merchants. engaged in active <'ompetitiou among themseh·es, to pool thPit· 
information, whether technical or commercial. ln·important branches of producti1~n (especially 
the iron and steel, eng·ineering, chemical and some of the textile trades) the action of the 
Ministry o£ l\flmitions has brought about a measure of co-operation which 1~1ay diminish tlw ~piril 
of mutual distrust which was formerly prevalent, ann the policy o:f the De·partment of Rc·ient ific~ 
and Indmtrial Research, in promoting the formation of trade Uesearch. Associations, will wc• 
hope have a similar effect. But the movement towards fuller co-operation must in our opiu~on 
c~ome from within the trades themselves; real community of pui·pose may he encom·agf'll, hut it. is
not likely to be created, by Government action. It is in· our judgment very clf'sirable that: iu 
all important British industries there should exist strong, comprehensive, an<l well-orgoanise1l 
associations which should he clearing-houses of information of common interest and shoulcl hc> 
competent to voice the-opinions and needs of their respective trades as a whole. 'Ve think that 
the Government mig·ht wi>ll encourage the formation of associations of this chanwtt>r hy treating· 
them, when satisfied as to their representative 0h.arader and efficiency, as thf' ch:umels of 
communication with their respective trades in the distribution of official commercinl information, 
and as tllP authoritative exponents of the opinions of tl1eir traclt>s in all matt(>rs in whiPh ihc>\· 
n re likely to be affected hy legislative or a<lministratiw action. · 

166. (B) Combinations for the Regulation of Trade.-Combinations fonnecl pt·imarily for the 
regulation of traue may be either permanent or terminable. The former, which may conveniently 
be termed "consolidations," have been· both "horizontal," i.e., cons-olidations of concerns 
engaged on the same stage of the production of a particular commodity or on approximately cor
responding stages in respect o£ a number of allied products; and "vertical," i.e., consolidations 
of concerns engaged in succeeding stages of production. Both classes o~ permanent consolida
tions have been constituted in a variety o£ ways, as by the :formation of:' new company to acquire 
a number of existing enterprises, the interchange o£ shares and the consequential absorption hy 
one company of a number of its competitors, or by the £ormation of inter-loeking- directorates. 
'Vhatever may have been the precise methods adopted, they all result in the creation of a clos<> 
community of financial interest. The actuating motive in the case of horizontal consolidations 
ltas in some instances been simply the restriction of competition; in others it has been the reduc
tion of economic waste by the substitution of large scale production and disi ribution for the opera
tions of a number of small concerns. In the .case of vertical consolidations the dominant reason 

• has generally been the desire to secure control of supplies of raw· or semi·mnnufadured materialR 
at the lowest possible cost. 

167'. Horizontal consolidations have been fairly numerous in British industry. They are 
most conspicuous in certain branches o£ the textile t.raues (the spinning of fine cotton yarns. linen 
thread and sewing cotton, cotton and w()ollen bleaching, dyeing and printing, and wool-combing), 
in the manufacture of such diverse commodities as heavy chemicals, soap, cement, tobacco and 
wallpapers, in coal-mining, and in oilseed crushing. In the iron and steel and other l_lletal trades 
they are infrequent. Vertical consolidations, on the other hand. have so far been confined .as a 
general rule to the coal, iron and steel, engineering nnfl shipbuilding industries, where they have 
made some amount o£ progress in recent years-. 

168. The terminable combinations, which may conveniently be called "combines," are orga
niHations, established for a definite period and requiring formal renewal, or established for an 
indefinite period and terminable upon due notice; the agreements upon which they are based, and 
which are o£ten of a very formal character, have been usually restricted in the United Kingdom 
to a small range o£ products in each case, and to a narrow object; and there is not necessarily any 
financial inter-dependence, or· even ·direct community of interest, between t1ie parties of any 
particular arrangement. The combines may be formed only for cont.rol of prices; or they may 
seek to attain this end less directly by regulating output; or they may determine both prices and 
output; or finally, in addition, they may undertake the actual marketing of tl1eir members' 
products. It is obvious that, if 'the last-named stage of development iR reached, the individual 
members oi the combine are left with only the financial and technical management of their 
works; but it is important to observe that they do retain this measure o£ independence and, if 
they become financially strong enough, can break away from the combine by giving notice of 
with(Jrawal or refusing to take part in its renewal. 

169. Combines in the United Kingdom have very rarely reached the last stage indicated 
above, and as a broad general statement it may be said that they have as a rule been formed in 
each case by a quite small number of firms engaged in the production of a narrowly limited clas~ 
of goods (though many firms and companies are members of numerous combinations); that com. 
parativf'ly few have continued for any PonRirlerllble period of time; that they have tenderl to limii 
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·their action to the regulation of prices; and that their activitie& i.n this respect in any particular 
branch of t-rade have on the whole bean only intermittent. There are however s~me notable 
excep~ions to these gener~l pr?positions; there .are a small number -of co:Ubines which are highly 
o:r;gan~sed a1;1d have be~n m extstence for a coris1derable number o£ years, and there are a very few 
ca~es m whic~ a combme _has undertaken t~e actual marketing of its members' products. Ter
mmable com?I~es ?f varymg grades of effiCiency are numerous and to be :found in almost every 
br~nch of ~nbs~ mdustry. There are a large number in the Iron and Steel Trades, and they 
~xist also m varwus b.ranches of the electrical and non-ferrous metal industries, jn the carpet 
mdustry ~nd ~o~e se~twns of the cot~on, woollen and linen trades; in respect of some products of 
the chemical mdustries; and very extensively, generally in the form of local associations among 
t!J.e producers of building materials. ' 

110. It should be noted in this place that British combinations and firms have in a number ~f 
instances been parties to international arrangements for the delimitation of markets and the 
regulation of prices. A well knqwn case is that of the International Rail Syndicate and other 
examples r~late to such diverse commodities as wire netting, aniline oil and sulphur black, some 
other chemiCal products, glass bottles, tobacco, and certain non-ferrous metals (the conventions in 
regard to the last-named having their centre and control in the great German Metall-gesellscha:ft 
and the other powerful German metal interests associated with it). 

· 111. The movement towards consolidation and combination in,the United Kingdom was far 
surpassed during the two decades preceding the war by the corresponding movements in the 
United States and Germany. · In the former country the movement has taken the form of actual 
amalgamation, and a report presented to the United States House of Representatives in 1913 
enumerated over two hundred consolidations of varying degrees o£ magnitude; with the result th~t 
a very large portion 'Of the field of United States industrial production is dominated by powerful 
monopolist or quasi~monopolist consolidations. Even where in any particular branch of industry 
a single consolidation has not secured a monopolistic position but is exposed to competition from 
others, there is frequently some agreement, often unrecorded and unenforceable and dependent 
only on the good faith of the parties, for the regulation of output or the control of prices, or both. 
This is exemplified by the history: of the grea.t concerns engaged in the Meat Trade, and also in 
the Iron and Steel industry, where the rise of powerful .companies outside the United States Steel 
Corporation, and the resultant acute competition, led ultimately to joint arrangements which 
in fact controlled some nine-tenths of the United States production of iron and steel. The 
adoption of the policy of consolidation in the United States has .been due in part to the operation 
of anti-trust legislation, in part to the recognition by certain great financial houses of the large 
profits to be derived from the promotion of large consolidations, and in part to the conviction that 
the best organisation and the fullest economy of production could be obtained only by a form of 
association which would secure to a single directorate the technical as well as the commercial 
control of all the undertakings concerned,· and would avoid the difficulties and trade disturbances 
resulting from the recurring renewals of the combinations and the strugg-le of the various interests 
involved to strengthen their relative positions. In Germany, on the other hand, though consoli
dations have not been absent, the form of combination which has been most generally adopted and 
has come to co"\'er almost the whole field of German·industry is the "Cartel," a terminable orga
nisation formed primarily for the regulation of prices and for joint marketing abroad, but in • 
consequence· thereof undertaking (so far as is practicable with companies which retain a substan
tial measure of indepenaence), the allocation of orders, standardisation, and the concentration of 
individual works on particular classes of products. · 

112· .. The common object of the horizontal consolidations and of the combines whose general 
character we have thus briefly sketched_ is the abolition, or mitigation, o:f competition, by agree
ments as to prices or the delimitation of markets. In some cases n~ doubt manu~acturers hav.e 
been.compelled to take such action as a consequence of o':'er-pr~ductwn o; unrestricted competi
tion, -domestic or foreign, with the resultant unremunerative pnces ~ and m ot~er case. there h~s 
been a recognition of the economic advantages of large scale productl~m, ~etter.md~stnal_orgam
sation and joint marketing. But it isnoteworthyt~at very ~ew co;nbmes m the :Umted Kingdom 
have done more than aim at the regulation of prt.ces: their roam pr~occupatlon .h.as ~een the 
limitation of competition. We are far from suggesting ~hat. unres~ramed. compe~Ibo~ I~ n~ces
sarily desirable in all cases and we recognise that combma.hons with. a view. to Its hmitabon, 
whilst naturally welcome to the producer, may not always be to the ultimate disadvantage of.the 
consumer, and mg-y present some substantial economic advantages. But th~"e are the .obvious 
dangers that in order to secure tl+eir position they may ~ave recourse to undesirable practices and 
also be used to exploit the needs of the general ~ommumty. 

. 17~. The proposals which have been brought to our notice relate, as we have already stated, 
to the encouragement of combinations in the United Kingdom in respect of (A) the supply of raw 
materials, .(B) produCtion, and (C) marketing. 

114. (A) Supply of Tlaw Materials.-The Iron and Steel Trades Com~.ittee have recom
mended that an organisation, co-operative in character, be fo:r:ned among Bnbsh .manufa?tur.ers 
for the purpose of securing ·supplies of suitable iro? ore. ~t 1s suggeated that this org!lmsabon 
might ultimately become the owner of large deposits. or gam nbs~l1;1te control of them m such a 
way as to ensure continuous and uninterrupted supphes tQ the ~r1bsh manufacturer. The Non
Ferrous Metal Trades Committee have formulated proposals, which we under~tand are n~w ';lnder 
the consideration of the Government, for the establishment of a powerful nahonal orga~Isahon
formed by a combination of the non-ferrous metal interests-to secure and market supphes. TJ.te 
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Eng~eering 1'rades Committee ~ecommend that in the interests of the country. firm~· be encourage.d 
to work together for (inter alia) the purchas~ ofraw materials. . . . • . · ,. .. . 1 .• ,. i 

'175. In this connexion our attention has been drawn to the fact; that during the wa.r orga:nisation8 
have been set up in Germany, at the instigation· of the Government .and with ·full offic:ial· 
authority, to take over the supplies of a· large number of important raw materials a:nd to 
1·egulate their distribution ; and that it is understoocl . that these organisations are intended to 
continue in force for some period after the war, when there is likely to be keer. interriationa.l 
competition for the replenishment of stocks. British manufacturers, who have hitherto in the main 
depP.nded upon their own individual efforts or upon those of merchants for the supply of their 
raw materials, may therefore expect to have to encounter after the war the competition of 
this new form of associated action, in addition to that of the powerful foreign industrial 
combinations to which we. have already i;eferred· and which, particularly in the case of iron arid 
steel and other metals, have adopted the policj of purchasing mines and mineral deposits; and 
ne doubt if in all ~ases they will be in a position to do so succeAsfnlly unless they· adopt 
similar methods. We are accordingly of opinion that every encouragement should be giv~n 
bv the Government to the formation of combinations of manufacturers and others concerned 
to secure supplies of materials, and that, where it appears expedient that the control of mineral 
deposits in foreign countr~es should be obtained, all practicable support should be given.· 

. 176. (B) P1·oduction.-The Iron and Steel Trades Coq1mittee have recommended that British 
manufacturers in ~hose trades should be urged to form combinations for the purpose of laying 
down large and well-designed new units, for cheap production upon modern lines and for the 
remodelling of old plants. The Engineering Trades Committee are of opinion that manu- . 
facturers should be encouraged to work together in larger units, either by amalgamation or 
by joint working, by pooling of resources and by specialising production. The Textile 'l'rades 
. Committee recommend that, in view of the modern tendency towards larger units of production, and 
of the economic waste and inefficiency in competition which arise in the smaller textile industries 
from a multiplicity of small concerns, each making a great variety of articles upon a small 
scale and all making the same articles, with separate buying, producing and selling organisations, 
attempts should be made, where possible, either by amalgamation or by means of working 
agreements, to enlarge the units of production and thereby to avoid the duplication of effort which 
is incidental to highly diversified production on a small scale. The Electrical Trades Committe!'l 
also declare in favour of the recognition of the advantages of combination among manufacturet·s, 
and the Shipping and Shipbuilding Committee direct attention to the need for effective co-operation 
and co-ordination of ~utput among shipbuilders and marine engineers. 

177. No positive proposals have been put before us as to the action which the State might 
take to encourage manufacturers to proceed in the direction indicated, except in the Report of the 
Iron and Steel Trades Committee, who· suggest the possibility of Government financial aid for 
the wide ex.tension, reconstruction and re-organisation o£ plants which they consider necessary. 
We do not feel able to make any recommendation on that particular matter, and we are of 
opinion that, whilst it is most desirable, and in some branches of industry absolutely necessary, if 
the competition of powerful foreign competitors is to be met successfully, that there should be a 
re-organisation of a large part of British Industry on the lines indicated by the Trade Committee 

· ·to which we have referred, it is not desirable for the Government to do more than indicate its 
general approval of the principles thus laid down. The constructive action must come from the 
industries themselves, from their recognition of the nEed for change; and we consequently welcome 
the strong expressions of opinion. by- the Trade Committee on the subject. , 

. . 178. We hope and antidpa:te t?at the movemen~ towards incr~ased actiyity .in industt:ia! research, 
wh1Ch the Department of SCientific and Industrial Research IS promotmg m four d1stmct ways, 
will greatly strength.en our manufacturing industries and assist the particular development which 
we are now discussing. (1.) The Department is encouraging firms in the well-established 
industries. to undertake a co-operative study of the scientific problems affecting their processes 
and ·raw· materials, and is prepared "to make substantial grants to Associations of firms established 
for the purpose with the approval of the Department. (2.) The Departm~nt is further prepared 
to undertake at the.public cost inv~stigation~ which from .their !lature have so wide a bearin~ as 
to make thei:n unsmtable for effective handhng by any smgle mdustry, however powerful. The 
many-sided problems of fuel, both liquid and solid, and its most economical preparation a:::.d use, 
are obvious examples of this class of work. (3.) A third matter of wide importance br the 

· success of industry is the establishment of standards on a scientific basis, and we are glad to observe 
that by taking over the financial control of the National Physical Laboratory the Department are 
assuming the responsibility for this fundamental service. ( 4.) 'fhe efforts being made by the 
Department to increase the n~mbers of trained research workers are equally important. Unless 
larger numbers of young men and women can be mduced to inake research their life-work after 
the war, the growing interest in the scientific deveiopment of their industries which manufacturer., 
are showing will be checked by the absence of the necessary staff of properly equipped investigators. 

· 179. It is possible that the movement towards reorganisation for purposes of producti.ou may 
be favourably influenced by the co-operation among manufacturers in respect of munitions and other 
military and naval supplies, and in respect of scientific research, to which we· have just referred; 
and it is likely, we think, to be facilitated by combination in respect of marketing, which. we 
discuss below. . r ; 

180. We are of opinion that if this country' is to maintain its com1:nercial · position a~d 
effec~ively compete for its share of the tracle of the world many industties must be organised 011 
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m(,dern lines, and often on a larger scale than has been the case in past years. \Vhile the British 
manufacturer ·was often first in the field, his original works were laid out with a view to a com
paratively ~mall .output as coml?ared with what he is turning ou~ to-day, and he now finds it no 
longer poss1ble to work economiCally or to make adequate extensiOns. In many cases it is not 

. physically possible to increase the ~Size of a particular works owing to its being shut in by main lines 
of railway, or by house property or other worko, and the question for decision is whether the 
work.s are to be ab.andoned or carried on o~ their existing sites, or wh~ther adjoining land can be 
acqmred. Assummg that to keep up-to-dat~ the owner must move hts works on to a new site, 
~iving. sco~e fo~, future development, .he often comes in contact ":_it.h the difficulty that _it is almost 
Imp.ossible .m this c_oun!ry to find a s1te for a large works requmng many acres whteh is con
vemently 111tnated w1th rail and water access. If he has to deal with one large landowner, he will 
probably be able to buy the land on fairly reasonable terms, but if the land is divided between 
anum ber of small owners it may- happen that he is abte to get nearly all that he requires, but that 
the site as a whole is spoilt by one or two persons refu~ing to sell at all or agreeing to !'lell 
only at exorbitant prices. 1\.nother most _difficult question is the vested rights in roads and 
footpaths which destroy the usefulness -of many of the best sites for putting up modern works. 
At the present time Quarter Sessions can only give leave for a road or footpath to be diverted 
if it can be shown that a shorter or. more convenient route can be arranged; otherwise they have 
no power to close a footpath or road however unimportant. In the case of Railway Companies, 
Water Companies and similar companies it is possible to obtain powers, though often at great 
cost, by Act of Parliament, but as far as we are aware there is no precedent for a company 
which is · not what may be called a "public utility company" being granted compulsory powers. 
It seems to us, therefore, of great importance that some authority should be set up, such 
for example as the Railway Commissioners, who should hold enquiry, and if they considered it in 
the national interest that facilities for the works should be given should have the right to grant 
compulsory 11owers £or the acquisition of the land and the diversion or abolition of roads or 
footpaths, and fix all the conditions _under which the facilities should be granted,. such as the 
price of the land or in case of diversion of a road the site of the diversion, even if it inv-olve a 
somewhat longer route, and the amount of compensation due either to the Local Authorities 
or private parties adversely affected by ~h~ .abolition or diversion of the road. A proced~re 
analogous to that adopted under the ProvlSlonal Order system by the Board of Trade, w1th 
confirmation by Parliament, would probably be sufficient security against arbitrary treatment of 

. individual owners. _ 
The Coal Trade Committee have reported that occasionally the actual development of 

mineral royalties, and still more frequently the economical working of the collieries, ar(:prejudiced 
by it being impossible to obtain access, either surface or 1mderground, to public railways or 
shipping staiths, and similar conditions apply to facilities for electric cable lines aud other 
undertakings. It seems desirable that whP-re an owner will not give facilities on reasonable t-erms 
there should be some judicial body for ·granting compulsory powers and settling the terms iu 
accordance with the usual costoni of the district. It was a recommendation of the Royal Com
mission on Mining Royalties, of. which Lord Northbrook was Chainnan~ that "Owners of mineral 
property unreasonably debarred from obtaining access to the nearest or most convenient public 
railway, canal or port on fair terms, or from obtaining underground easements on fair terms, 
should not be left without remedy." 

181. (C) ·J.lfarketing.-The Coal Trade Committee recommend that coalowners, exporters and 
shippers interested in special markets should co-operate to prevent these markets from passing out 
of British control, and to secure satisfactory discharging, landing and transport facilities for British 
coal in foreign countries, where these are inadequate. 'l'he Iron and Steel Trades Committee 
propose that manufacturers in those trades should associate themselves for the purposes of export 
trade, and should form common selling organisations by the extension and consolidation of 
associations which already exist-such consolidation to take the form .of a company limited by 
shares, with which agency agreements may be made by each participant whether an association or 
individual. The selling associations should be brought together in a single national organisation, 
which would necessarily undertake the distribution of orders so as to reduce the cost of production 
to the lowest point by keeping individual works running as long , as possible on standard product:,:. 
This is of course the adoption of the German " Cartel " system. The Engineering Trades 
Committee recommend that manufacturers be encouraged to work together fur the organisation 
of export sales, and the Textile Trades Committee alsu suggest that, with a. view to the reduction 
of the expenses of distribution incurred by individual firms in oversea warkets, eff01·ts shoulu lJe 
made in the direction of combined representation or co-operative selling. 

182. Of recent years a certain amount of c~-operative action in British foreign trade has 
been' developed, and is exemplified by the British ~ngineers Association. various combinations 
of non-competing firms for joint representation in some selected foreign countries, and the action of 
a few trade associations in undertaking systematic enquiries into the conditions and prospects of 
trade in special market-s. We think that the Government might advantageously encourage 
action of the kind last mentioned and that for this purpose the fullest possible assistance and 
co-operation should be given by the new Department of Commercial Intelligence. 

183. The establiShment of joint selling organisations, such as are suggested b~ the various 
Trade Committees, involves the regulation of prices and s_ome control of output. Then· formation 
for export purposes would undoubtedly make possible a more vigorous and systematic handling of 

_ some branches of overseas trade than there has been hitherto, though in saying this we do not wish 
to imply any adverse criticism of the work of Britis~ merchant houses or to overlook the very 
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effective o;·ganisation which prevails in certain trades; but it can hardly be doubted that ~he 
fQ1·mation of combinations for export trade would react on the home market and that the creatwn 
of combinations for control of domestic sales-which, as we have shown, are already numer?us~ 
would be largely stimulated. \Ye believe, however, that such d~'elop~e~1t is not only ~esuabl(l 
in some cases, but 1s practicaUy inevitable undei· modern econom1c cond~twns, and we th1~k that 
the attitude of public opinion, of local authorities and of the St~te,. whiCh broa~ly ~peakmg has 
hitherto been more or l{'SS avowedly antagonistic t.o the very prmc1ple of combmatwn, mus~ be 
modified .. · ' 

184. \Vhilst we are of opinion that oombinations o£ workpeople ~.re beneficial tp indust.IJ· 
and should. be encouraged, we also think that the interests of Labour ~lll.not only not .. be. preJu
diced but will derive advantaooe from the encouragement of combmat10ns or assoCiations of 
Empl~yers on. the lines we ha'!e

0

indi?ated. Any unitecl effort amo~g e~pl~ye1·~ which results. i~ 
increased effiCiency of procluchon, or m the better and more economical distribution and marketmg 
of the products of machinery ancllabeur, or in greater financial stability, must ultimately be for 
the benefit of the worker, as calculated to provide a wider and more constant market, to secure 
steadier employment and even to increase the demand for labour. Further, experience seems to 
prove that, so far from associations of employers for trade purposes adversely affecting the wag~R 
of the workers, they supply organisations· for the more complete investigation and discussion of 
rates of wages and conditions of employment, secure :tnore uniform treatment of these questions 
within an industrv and generally exercise a steadying influence which leads to a higher level of 
wages and better ~ndit.ions of employment than could otherwise be obtained. Broadly speaking, 
any united policy pursued by employers which promotes the efficient organisation of an industry 
must deveJop increased financial strength within that industry, and in this increased :financial 
strength the workers will share. So far, therefore, ft·om the interests of employers and workeri1 
being antagonistic in t.his matter, they are, in our opinion, very largely identical. 

185. The attempts made in certain foreign countries and British Dominions to establish State 
control of industrial monopolies of any kind have been along two lines, directed respectively 
t{)wards (1) judicial and administrative rE>gulation and limitation, and (2) the securing of 
publicity. · 

The mo:;t conspicuous example of efforts at the prevention or regulation of monopolist com
binations, whatever their precise form, is furnished by the anti-trust legislation of the United 
States of America, and it cannot, we think, be argued that that legislation has so far met with any 
very substantial measure of success. 'l'he frequent enactment of new legislation ou the subject, the 
very prolonged administrative enquiries and judicial hearings in important cases, the difficulty 
experienced by the Federal Government in obtaining judgments in its favour in suits instituted by 
it against combines, and the admitted fact that the formal dissolution of combinations, underorder 
of the Courts, has only led to the establishment of informal and secret understandings of a hardly 
less effective character, all suggest in our opinion that it would be inexpedient for His Majesty's 
Government to enter upon any policy aiming at positive control, particularly in view .of the practical 
difficulty.of denning the point atwhich combination can be regarded as contraryto public interest. 

186. The alternative policy, which aims at assuring the fullest possible publicity of the facts 
as to th,e existence of industrial combinations, has been adopted in Canada. The Combines 
Investigation Act, 1910, provides that,-on declaration being made to the High Court by any six 
persons that a combine exists and that prices have thereby been enhanced or competition has 
been restricted to their detriment, the High Court may order a Board of Investigation j;o be 
appointed,· if it appeflrs (1) that a combine exists which is either injurious to trade or operates 
to the detriment o:f producers or consumers, and (2) that the public interest warrants an investi
gation. The Board. so appointed consists of a representative of the complainants, a representative 
of the combine, and an independent chairman. The findings of the Board, which has no power 
except to enquire and report, are published in the Government Gazette. In the United States 
effort~ have been made to secure publicity by the establishment in 1903 of the Bureau 
of Corporations "to investigate the organisation and conduct of corporations and combinations, 
&c., engaged in interstate comJDerce (except common carriers), in order to give inforniation to 
the President and to enable him to make recommendations to Con2Tess." In 1914 a Fede1·al 
Trade Commission was established with (inte1· alia) similar powers of iuvestigation, and with 
a1Ithority to require companies, &c., to make annual and special reports. 

187. \V e think that, if serious efforts are to be made by British manufacturers and traders to 
organise themselves on the lines recommended by the various Trade Committees, which we have 
set out above, it is desirable that some means should be devised for securing to a responsible 
Government Department adequate information as to any combinations so formed and that pro
vision should be. made for· State investigation in special cases. \Ve believe that' this would be 
a?vant!lgeous to the combinations. themselves! since the knowledge that a power of investigation 
lhd exist, and could be b1·ought mto operatwn wherever adequate cause was shown would be 

--likely to have a ~no.aerati:t?-g effect up~n public op!nion. ~Ve think that the experience' of the war 
has shown that It IS particularly desuable that mformatwn as to all intemational combinations 
affecting the production of goods in the United Kingdom, or the restriction o:f the markets in 
which they .m~y. be sol-;1, should be in the. possession of some Government Department. On the 
other hand It. IS m our Jn.dgn~ent of great Importance that Government intervention in or control 
of the operation of combmahons should be carefully restricted to ras<>s in which those operations 
can be clearly shown to be inimical to national interests. · · 

188. It has been represented to us, by the Federation of British Indu~tries amonoost other. 
t~~a.t any suh!>hm~ial ~rogress in the direction o~ ~arketing. combinations is dependent ~pon a r:: 
'mon of tl1{' law m tlus country us regard., asi-ioewt10ns. It ts urge~ that it is" absolut£1lyessential 
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either that the law in regard to 'restraint of trade' should be so amended that the mdinary 
· objects of associations, such as the regulation of prices or output, become legal objects, and 

associations are ,consequently able~ as ~n Ger~any, to enforce their rules in this respect upon their 
members, or else some other legislatiOn haviDg the same effect, such as the conferring of a special 
legal status upon associations, should be passed." We approve o£. combinations amongst manu
facturers. All such combinations should, where necessary, be legalised, so as to be enforceable 
between members. We phink that combinations, to be useful to the trade of the country, should 
be upon lines ai?J:ed ~t co-ordinating product~on~ promo.ting efficiency, economising waste, promoting 
home trade, facilitatmg export trade, and umfymg selling arrangements. The ideal at which trade 
combina.tio.ns should aim is the maximum of production at the minimum of cost. 

189. We accordingly recommend:. 
(a) That it should be a legislative requirement that all international combinations or 

agreements (or combinations or agreements· which are made directly or indirectly 
on behalf of foreign- interests) to which British companies or firms are parties, made 
for the regulation of the prices of goods 9r services, or for the delimitation of markets, 
should be registered at the Board of Trade by the British persons, firms or companies 
concerned, with a statement of the names of all the parties thereto and of the general 
nature and objects of the combination or agreement; and that all modifications of 
such agreements and all adhesions and withdrawals should also be notified. 

(b) That it should be optional for the parties to any combination or agreement between 
British firms having for its object joint marketing arrangements, either in the United 
Kingdom or abroad, or the regulation of prices or output, or the delimitation of 
markets, to register such combination or agreement at the Board of Trade, with a 
statement of the names of the parties thereto, and as to its geiJ.eral nature and 
obj~ct ;_ and that such steps as may .be necessary should be taken to make any 
price or other marketing arrangements made by or resulting ~rom combinations and 
~greements so registered enforceable at law as between the parties thereto. 

(c) That, in order that the Board of Trade may be able to keep itself fully informed as to 
the nature, extent and operations of industrial combinations in the . United Kingdom 
or of international combinations of which British firms, companies or associations 
form part, that Department should have power to call upon individual consolidations 
or combines from time to time to· furnish for its confidential use such information as 
it may require. 

CHAPTER VIII. 

FINANCE AND INDUSTRY. 

Financial Facilities. • 
190. We have had before us the Report of the Committee appointed by the Board of Trade 

under the Chairmanship of Lord Faringdon to investigate the question of financial facilities f_or 
trad~. That Committee distinguished between banking facilities which can be provided without 
a "lock up 2' such as would impair the liquidity of funds and deposits at call and short notice, 
·and financial facilities which involve a longer currency. They came to the conclusion that the 
·machinery for finance alike of home trade and of large overseas contracts and for carrying 
through much of the business done by foreign banks already exists to a considerable extent. in 
this country. They expressed the opinion, however, that there has been a want of co-ordinatwn 
in our arrangements, and they· recommended the crP.ation of an Institution independent of Govern
ment control which should fill the gap between the Hom~ Banks and the Colonial and British
Foreign Banks and Banking Houses, should develop facilities not provided by the present systems, 
and in particular should meet the demand for l<'nger credits than Banks can normally give and afford 
special assistance at the inception of new undertakings. ' 

191. As a result of the recommendations of the Departmental Committee t~e British Trade 
Co·rporation has been set up under Royal Charter, with a _capital of £10,000,000, and a first issue 
of £2,500,000 was made recently. Its genera! objects will be to assist the development of British 
trade and industries, to procure for British manufacturers order,; in connection with new overseas 
undertakings, and to finance contracts in connection therewith. 

192. 'Ve have had the adva~tage of hearing further explanations from Lord Faringdo? as to 
the work which the Corporation will undertake. It will not endeavour to compete w1th the 
business of existing British banks and merchants, and it will not accept deposits at call or short 
notice, except from parties who are proposing to make use of its overseas facilities. Its aim wi~l be 
to assist with the co-operation of banks and other institutions the inception of new undertakmgs, 
and for this purpose it will promote the formation of syndicates and the placing of i~sues. Wh~n 
British capital is raised by its means for overseas enterpriseR, it will seek to secur.e that or~ers m 
connection wit!· new undertakings are placed in this country. It will pay spe?1al attentwn . to 
the study of· new schemes, and for this purpose it will develop an lnformat10~ Burea~ w1th 
representatives abroad which will keep in touch with the Department of Commermal lnte.lligence 
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of the Board of Trade. It . will also be ready to give financial assistance to arrangements £or 
p1:omoting. the better organisation of British industries. 

193. Reference is made by a number. of the Special Trade Cominitte;s to questions of financial 
facilities for trade. The Textiles Committee_ Teport· that on the whole all reasonable. facilities 
ai'e provided for the textile trades in respect of the importation of raw rhaterials, manufacture 
and · the export trade by existing banks and financial institutions. Some ":'itnesses, ~owever, 
alleged that German distributing houses in Russia, the Levant, Central and South Amer1ca have 
been enabled· to offer extended terms of credit by the support of the German banks and that that 
support rested ·ultimately upon the readiness . with which bills endorsed by those banks were 
discounted ·in the London market. The Textiles Committee state that, if extended credit becomes 
an established practice in. important markets, means must be found, either by our existing banks or 
otherwise, to provide facilities to British exporters and merch:;~.nts. at least equal to those which have 
been afforded to German merchants. · 

194. The Engineering Trades Committee state that evidence has sh9wn that much of the 
competition which this country meets with in its endeavom· to supply goods abroad is due. to the 
lack of credit which is given to foreign purchasers. ·The Engineering Committee do not consider 
that the Joint· Stock Banks can ;:easopably be expected to provide the capital for financing this 
trade, and they agree that ther(l. is ample room for such an institution as the British Trade 
Corporatio~. They attach great importance to the establishment of a Financial Intelligence 
Department in. connection with. the Corporation as likely to prove of great assistance to the 
expansion of British enterprise, both at home and abroad. 

195. The Engineering Committee also recommend that money raised in this country from the 
British public for the purpose of carryillg on engineering work abroad should within certain limits 
carry with it an obligation to spend a reasonable proportion of the money in the purchase of 
British goods, subject to proper protection being afforded to prevent the British investor being 
exploited by the British manufacturer. t\ recommendation on similar lines is also made by the 
Committee on the Iron and Steel Trades. 

196. The Committee on the Electrical. Trades point out that the· business of electrical 
manufacturing is, perhaps, more dependent than any other industry on the help of a powerful 
financial system, in view of the fact that its activity is mainly connected with enterprises involving 
a temporary capital lock-up of considerable magnitude. They do not consider that facilities of 
this nature, which have been thoroughly organised in Germany, exist in this country in an 
adequate degree, and they strongly recommend the establishment of industrial banks for the 
purpose. They add that such institutions, assi~ted by the advice of expert assessors, would help to 
protect the' public against unsound speculative ventures, and would exercise a profound influence 
n placing industrial enterprise on a stronger financial basis. , 

197. The Committee on Shipping and Shipbuilding, in thei~· Interim Report on Shipbuilding 
and Marine Engineering, express the opinion that the support afforded by financial institutions to 
British Shipbuilders and Marine Engineers has been fairly good {or home business, but they state 
that some German builder!!, supported by their banks, have undoubtedly been willing to taked 
greater 1·isks in ~promoting their foreign business than British Shipbuilders were prepared to 

·take, and they concur in the view that a British trade bank or banks, formed with Government 
supp01:t to give credit over longer periods than British banks usually do, would greatly assist 
in maintaiuing and extending British industries abroad. The Shipping' Committee express the 
hope that the needs of the situation will be met to a considerable extent by the establishment of the 
British Trade Corporation. · 
· .. :::,198. We agree with the opinions expressed by the Departmental Committees to·which reference 
has been made in the foregoing paragraphs that there is room for an institution or institutions, the 
object of which is to co-ordinate and supplement previously existing financial facilities, and we 
welcome the establishment of the British Trade Corporation on thP- lines indicated above. We 
note that ·tije Qorporation, while created under Royal Charter, will not receive any subsidy 
or guarantee from public funds . 

. 199. Representations have, however, been made to us in favour of a closer association of the 
State with the provision of financial facilities for trade. vVe may refer in particular to proposals 
which have. been placed before us from the British Empire Producers' Organisation for the 

. establishment of an Imperial Bank of Industry, with a capital of £40,000,00Q, guaranteed as to 
one half by the United Kingdom and as to the remaining half by the self-governing Dominions 
and certain Crown Colonies in various proportions. The Bank would accept deposits, and its 
object would be the furtherance of production and industrial development throughout the British 
Empire. It is proposed that its management should be under the charge of trustees appointed 
by the respective guaranteeing States. 

200. We are unable to recommend the adoption ~f this scheme. The establishment of a State 
institution on such lines would in the end le!l.d inevitably to extensive Government interference 
with the actual conduct o£ trade. Recent experience has shown that, while in certain directions 
existing banking institutions may with advantage be supplemented, they have upon the whole been 
prwlently and efficiently conducted in vrivate hands, and in our opinion the financial needs of 
Hritish industry are likely in normal circumstances to repeive better examination, and to be 
met in a more elastic and effective manner nnder private banking enterprise than by means of an 
institution directly or indirent.ly. controlled h,Y officials of the Government of the United Kingdom 
or other parts of the Empire. 
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~Ul. \r-e recogni:stl, howHerJ that during the period immediately following the oondusion oJ: 
.;he war the abn01·mal conditions may necessitate special measur<:>s. T.here will be an urgent 
demand fo:v. capital for the re-establishment of industry on a 1)eacc basis, and the satisfaction of 
this demand will be profoundly influenced by the policy adopted by the uovernment in regard to 
taxation, the currency and the maintenance of the foreign exchanges. In these circumstances 
we recommend that the policy to be adopted immediately after the War by the Government in 
regard to these questions should be the subject of early enquiry by the Treasury in consultation 
with representatives of banking and commerce. The p1·ecise measures which may be necessary 
must be determined finally upon expert advice in the light of the actual circumstances as they 
arise. We have only to say that, while there will no doubt be pressing demands for expenditure 
in many directions for reconstruction purposes after the "\Var, we consider it undesirable as a 
general rule that the State should itself attempt to provid9 capital for industrial purposes. Such 
a general policy would, in om· opinion, be hkely in the long run to be detrimental to p1ivate 
enterprise. The shortage of capital caused by the "\Var can be cm·ed only by incrE'ased production 

·and by savings. The primary-objects of State policy in this connexion should be so to adjust the 
burden of taxation after the War that no avoidable checks are placed upon production, and, so 
far as possible, to promote conditions of confidence and security f9r private investment. \Yith 
these points we deal more fully in paragraphs 205-211 below. 

202. There may be cases in which, while reasons of public policy call fo1· immediate action, 
the conditions for p1•ivate investment on a sufficient scale may not exist immediately after the 
War. In such cases, for example, as the provision of better -housing it will, we think, be neces
sary fo1· the State itself to assist in proYiding the necessary funds. "\V e take the opportunity 
uf observing in this connexion that, while we have not regarded the investigation of housing 
questions as within .the terms'of OUr reference, We have been impressed in the COUl'Se of our 
enquil-ies with the urgent importance to the future industrial development of the country of the 
provision· of increased and imp1·oved housing accommodation for the working cla!'ses on n 
considerable scale. • 
_ 203. Our attention has been specially directed .to the que:stion how far the control of capital 
issues should be continued after the war. At the present time restr_ictions u·e imposed upon all 
issues in the United Kingdom, 'Yhether for foreign or domestic purposes, and apply equally to 
private enterprises and to loans for municipalities or foreign govemments or states. ,,, e think 
it desirable that, except possibly in regard to the last-mentioned loans, complete freedom from 
Government control should be restored as soon as possible, The development of British export 
trade is intimately bound up with the free investment of British capital in our overseas markets. 
As already indicated in· chapter VI. we do· not think it possible or expedient that any attempt 
should be made to regulate the use of Britisli credit generally, but it will, in our .opinion, be 
uecessary to retain, for a period at any rate, the control now Hpplied in the case of capital issues 
on behalf of foreign Governments or States. Such issues should be con::;idered in the light of 
public policy and should be 'subject to such conditions as may be thought fit. The question 
whether in this limited class of casl(s control should be continued for a long·er period should 
be reeonsidered hereafter in the light of experience before a final decision is an·ived at. 

204. If the policy which we suggest in regard to this matter be approved by His .Majesty'~> 
Government we recommend that the detailed arrangements necessary should be considered by the 
Treasury in the manner already indicated in pa1·agraph 201 above. 

Industry and Taxation. 

205. As we have indicated aLove the remedy for the sho1·tage of capital caused by the war 
must be sought mainly in an increase of p1·oduction and of saving·. The extent to which this 
increase can be obtained will be appreciably affected by the financial policy of the State. The 

-first step in this direction must be to check all unnecessary and wasteful expenditm·e on the part 
of the State itself, and we a1·e glad to note that increased attention is now being paid to this 
urgent necessity by the setting up of a Committee of the House of Commons to investigate 
national expenditure. Apart from this point the position will be mate1·ially affected by the 
methods of taxation adopted to raise the revenue required for meeting the cost of the war. 
Wasteful consumption can be directly checked by the imposition of duties of Customs and Excise 
and licence duties upon luxuries. In our opinion· taxes of this nature should be spread over a 
considerably wider field than at present and should be judged upon their merits as checks upon 
consumption as well as by the amount of revenue produced by them. 

206. The most important permanent instrument of taxation both from the point of view of 
revenue and as regards its effect upon production and the scale of personal expenditure will, how· 
ever, continue to be the Income Tax. In this conne:xion attention should be drawn to the obsena
tions of the Special Committees upon the inadequacy of the allowances for depreciation and wear 
and tear now allowed by the Income Tax Commissioners, regard being had to the importance for 
efficient and economical production under niodern conditions of the frequent replacement of old 
plant. ·The Textile Trades Committee recommend that in making allowances the Commissioner~ 
8hould take into account the circumstances of each industry-for instance the length of time 
machinery is run during the-24 hours-and should-sanction larger allowances, if in fact deprecia
tion is written off at higher rates in the b()('ks of the fu·ms. 1'hey point out that the· same 
question arises in a lesser degree in the case of factory and workshop buildings. 

20i. The Shipping and Shipbuilding Industries Committee in their Report on Shipbuilding 
alHl ~Iarine Engineermg state t"'at the usual rates now allowed for depreciation (in which, as thfly 
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point out, obsolescence is nowaday~ the most important factor) _vary from 5 to 7! per cent. and 
in rare cases 10 per cent. on the decreasing· value of machinery and plant, while the experience of 
the most successful firms show that it is often necessary to put aside a sum up to 100 per cent· 
in excess of that-allowed. The Departmental Committee recommend that in ordinary peace time 
not less than 15 per cent. be allowed for depreciation on the decreasing value of machinery and 
plant and 7! per cent. on the decreasing value of docks, wharves and similar fixed structures 
and buildings. 

208. 11he Iron and Steel11rades Committee found manufacturers unanimously o£ ovinion that · 
the allowances now made for depreciation are quite inadequate to modern conditions of working 
in the iron and steel industry, and they urge that the allowances should be heavily increased, and 
shoul~ be calculated upon the ~rfficient working life of plant and machinery. 

209. The Eng·ineering 1'rades Committee also agree that the usual rates of 5 to 71 per cent. 
are far too low to be attributed to depreciation in these progressive days where the frequent 
replacement of old plant by improved machinery is an essential of successful trade and where the 
introduction ·of high speed steel has so largely increased the running speed and wear of 
machines. 'fhe Engineering· Committee consider that up to 10 per cent. for day use and up 
to 15 per cent. for day and night use should be allowed, if, in bet, such a charge is made in the 
books o£ the firm or company against its profits.· . They add that a reasonable depreciation upon 
workshop buildings should also be allowed. , 
· . 210. "\Ve are informed that under section 12 ~f the Customs and Inland Revenue Act, 1878, 
t.he matter is one :for the several bodies o:f Income Tax Commissioners, who are directed to "allow· 
~uch deduction as they may think just or reasonable as representing the diminished ·value by 
reason of wear and tear during the year of any machinery or plant." The only limit upon the 
amount which may be allowed is that contained in Section26 (2) of the-Finance Act, 1907, which 
provides that the deduction in any year, whw added to deductions alloweil in previo1is years, may 
not exceed the actual cost o:f the machinery .or plant, including any capital expenditure by way 
of renewals, improvements or reinstatement. No depreciation is, however, allowed in respect 
of buildings except the statutory allowance o£ one-sixth from the. rack rent value to cover 
maintenance and repairs. The Departmental Committee Ol\ the Income Tax of 1905 recom
mended (Cd. 2575) that the law -should be amended in order to enable an allowance to be made in 
the case o:f owner occupiers of trade premises, but their recommendation does not appear to 
have been carried into effect. ·we are of opinion that depreciation should be allowed :for Income 
Tax pm1_)oses on an ad-equate scale according to the circumstances o:f each ca!l{', and wP 

rocommeml that immediate steps sl10uld be taken :for this purp<h<Je by the Treasur~'. 

211. 'Ve understand that the Government have already undertaken to set up an inquiry after· 
the war into the Income Tax generally. In ,:iew of the high level at which the tax IH)w 

stands, and is likely to· continue to stand, and its far-reaching effect upon industrial reconstruction 
we urge tllat such an inquiry sliould be instituted at the earliest possible date, and we think that 
the principles upon which the Income Tax is now based should be reviewed from the foundation, 
with a view to enabling the State to raise by means of the Income Tax at least as large a revenue 
as at present with less individual hardship and less damage to productive industry. The inquiry 
which ,we recommend should include considei·ation of the Death Duties, which from this standpoint 
are a necessary corollary of the Income Tax. 

. . 

CHAPTER IX. 

FISCAL PoLICY. 

212. lu the decade immediately preceding the outbreak of the present war the question of the · 
maintenance or modification of the general fiscal policy pursued by the United Kingdom thronghout 
the nineteenth century was a matter of acute party controversy, and we cannot conceal from 
ourselves that in formul1ting any _proposals on the subject we are 1·un.ting the risk of a revival 
of controversy oil the old- lines. Such a revival would be a ver·y real disaster i£ it caused any 
serious cleavage in the nation and thcr·eby tended to acceutuate the difficulties of rec mstruction 
after the war. Those difficulties will in any case b~ very real, und the last thi11g we desire is to 
suggest anv course which might run the risk of incl'Easing them in any way. A reconsideration 
of the whoie ·problem is, however, made inevitable by the fact that, whilst the economic strength of 
the country has. so far borne with I'emarkable suc~ess the_ st1:ai 1 lHJOn our material and financi~l 
resources resultwg from an unparalleled war, certam defects m, and dangers to, the great fabrw 
of British tt·ade nnd industr·y have been revealed; and by the further fact that in our opinion those 
<lt'f~:cts and -dangers can be removed, and their recurrence guarded against, only by a fresh 
examination of what has hitherto been our national fiscal policy. \V c have endeavoured in our 
consideration of this very difficult subject t9 avoid so f11r ns possi1le any renewal of pre-war 
discussions I'll general principlee, to have regard only to the best interests of the nation, and to 
base our conclusions upon unprejudiced examination of the actual facts of the situ ttion in the 
light of the ex per ienee of the past three years, wLh a view to the framing o£ a practical policy 
which will be li~ely to obtain the support of at least the . great majority of the people of this 
country. 



213. The· following propositions as to the bases of future British economic policy in thir. 
respect will, we believe, meet with general acceptance :- · 

(1) Some Governmental action should be taken to promote and safeguard the development 
in the. United Kingdom of industries of a special or "pivotal.'' character (i.e., 
industries on which uther and larger branches of industrial production of substantial 
national importance are dependent), or which, whilst essential for munitions purposes, 
are not of sufficient commercial importance to ensure their development without 
such State assistance. 

(2) Some Government assistance should be given to industries, other than· those mentioned 
above, which are important for the maintenance o£ the indpstrial position of the United 
Kingdom, where such assistance is proved to be necessary because of the inability of . 
the industries to maintain or develop themselves by reason of undue foreign competi
tion, inadequate supplies of raw materials, or any other causes. 

- (3) A serious attempt should be made to meet the declared wishes of the Dominions and 
Colonies anll of India for the readjustment and development of their economic relations 
with the United Kingdom. . 

(4) An effort should also be made to develop trade between the British Empire and our 
Allies. 

( 5} Subject to agreement with our Allies· in the matter, present ene~y countries should not, 
for a time at least, be allowed to ·carry on trade with the British Empire in the same 
unt·estricted manner as before the-war, or on terms equal to those accorded to Allies 
or ·Neutrals. · 

214. The problems to which reference is inade under (1) and (2) in the preceding paragraph
the establishlnent and mainte:nance on an adeq·uate scale of certain special branches of production, 
and the maintenance and development of other important industries-though closely connected, are 
nevertheless separable, and the lines of. policy to be adopted are not necessarily the same in the two 
cases. Measures adequate in the latter case might in the former have to be supplemented or 
replaced by other forms of state assistance, varying with the circumstances of each particular 
industry. We have already made recommendations as to the measures which should be adopted in 
the case of a 'select number of "key " or "pivotal " industries, and have suggested the establishment 
of a Special Industries Board to be charged with the general duty of watching over and framing 
schemes, when necessary, for the promotion of industries of this special kind. · 

215. With regard to other mdustries, the terms ·of our reference reqUire us to conside;r 
specially what industries are essential to the :future safety of the nation, and what steps should be 
taken to maintain or establish them; Obviously the. whoie range of the industrial production of 
the United Kingdom cannot be included within the category, and if the test of the advisability of 
State action is to be the importance Qf the industries, to which it is applied, for the promotion 
and security of the economic resourCes and industrial well-being of the nation, there is clearly a 
considerable number of industries which would be excluded. Nevertheless the list of industries 
which would certainly fall within the definition is a lengthy on~including, as it must, for 
example, the heavy iron and steel trades, and numerous branches of the manufacture of iron and 
steel goods; the engineering trades, including electrical and motor engineering; the production 
of a considerable number of non-ferrous metals and ferro-alloys; ship-building; many branches of 
the chemical trades; the textile trades almost as a whole; the manufacture of various classes 
of rubber goods, especially tyres; and the leather industries. 

216. Between these various industries themselves there are great differences of conditions and 
needs, and each requires separate and detailed examination., As appears from the survey made 
in Chapter II. of this Report there are some which do not make a request for any. State assistance 
in the form of tariff protection; in the case of some of those which do ask for that particular form 
of ai~, the present position is largely due to ill-advised legislation (the electrical and motor 
industries are illustrations of this); whilst in others there are admittedly serious· defects in 
management, organisation and equipment which may be largely responsible for their weakness 
in the face of foreign CQmpetition, though it is proper to say that it is contended that inability 
to remedy these defects is in some cases due to the lack of attraction to capital owing to the 
unrestricted violence of that competition. In some industries this competition is persistent 
and regular;. in others it is only occasional, and its depressing effect is due to the resultant 
uncertainty under which the British industry has to be carried on. Wheth~r regular or occasional, 
!he competition from abroad _may be the result of greater cheapness of production, or superiority 
m q.uality, or of both these causes; or it may take. the form of '.' dumping,'' not infrequently with 
a VIew to the weakening or overthrow of the British industry. 

The Prevention of "Dumping." 

217. There is a general oonsensus of opinion among the Departmental Comm1i.tees appointed 
by the Board of Trade in favour of some measures to prevent "dumping," by which we under
stand the sale of goods in a particular market at prices lower than tb.ose at which the goods are 
currently offered in the country o£ manufacture. The view is strongly held that the frequent 
"dumping." o.f any particular class of foreign goods produces a feeiing of insecurity in tht~ 
?Orrespo.ndmg mdustry of this country which diminishes the incentive to development, and that 
m ~erta1;n ~ases the " dumping " by foreign combinations has been the expression of a persistent 
pohcy a1mmg at the depression of some British industries and the nrevention of the establish
ment o£ others. It is of course imp9ssible in every case to proYe the tni"th of thi~ latter suggestion; 
hut we see no reason to doubt that there is at least a prima facie ground in support of it_ 
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218. Legislation d!rected against the importation of goods at" dumping" prices is in force in 
the Dominion of Canada, where Section 6 of the "Customs 'l'arifl Act, 1907," provides that-

" In the case of articles exported to Canada of a class or kind made or produced in 
Canada, if the export or actual selling price to an importer in Canada is less than the fair. 
market value of the same article ~hen sold for home consumption in _the usual and ordinary 
course in the country whence exported to Canada at the time of its exportation to Canada, 
there shall, in addition to the duties otherwise established, be levied, collected, and paid on such 
article, on its importation into Canada, a special duty (or dumping duty) equal to the difference 
between the said selling price of the article for export and the said fair market value thereof 
for home consumption; and such special duty (or dumping duty) shall be levied, collected, and 
paid on such article, although it is not otherwise dutiable ; 

''Provided that the said 8pecial duty shall not exceed 15 per cent. ad valorem in any case." 

219. This provision, which, it is important to observe, relates only to goods of a class or kind 
made or produced in Canada, does not apply to goods subject to duties equal to or exceeding 
50 per cent. ad valorem,, or to goods of a class subject to exc:Se duty in Canada; or to cases where 
the difference between the selling price to the importer in Canada does not exceed 5 per cent. 
of the "fair market value." It is laid down in the Customs Regulations that the "fair market 
;.alue·" is to be estimated on the usual credit basis, except when the article is uni~ersally sold in the 
country of export for cash only ; that the "export price " or " selling price" means the exporter's 
. price of the goods; that a bonafide discount for cash of ·2t per cent., when deducted by the exporter 
on the invoice, may be allowed; and that provided the goods have been shipped in ordinary course 
after purchase, the amount of any advance in the" market value" of the goods between the time of 
purchase and the date of exportation to Canada shall not be subject to special duty. It is difficult 
to estimate the deterrent effect of a provision of this kind-thC; amount of the " anti-dumping " 
duties collected (which averaged about $70,000 a year for the period 1908-15) is of course no 
criterion ; but there is a very general belief that the measure has been successful, and we are 
informed by the Board of Trade that the Canadian Customs Authorities, who rely largely on 
information as to suspected " dumping " of goods furnished to them by Canadian manufacturers, are 
1mderstood to experience little difficulty in its working. 

220. An Act recently adopted in the United States, entitled " An Act to increase the Revenue 
and for other purposes" contains the following provisions against " Unfair Competition " :-

" Sec. 600. That when used in this title the term ' person ' includes partnerships, corpora
tions, and associations. 

• 

"Sec. 601. That it shall be unlawful for"anyperson importing or assisting in importing 
any articles from any foreign country into the United States, to commonly and systematically 
sell or cause to be sold such articles within the United States "at a price substantially less 
than the actual market value or wholesale price of such articles, at the time of exportation to 
the United States, in the principal markets of the country of their production, or of other 
foreign countries to which they are commonly exported, after adding to such market value or 
wholesale price, freight, duty, and other charges and expenses necessarily incident to the 
importation and sale thereof in the United States : Provided that such act or acts be done 
with the intent of destroying or injuring any industry in the United States, or of preventing 
the establishment of an industry in the United States, or of restraining or monopolising any 
part of trade and commerce in such articles in the United States. Any person who violates 
or combines or conspires with any other person to violate this section is guilty of a misde
meanour, and, on conviction thereof, shall be punished by a fine not exceeding $5,000, or 
imprisonment not exceeding one year, or both, in the discretion of the court. Any person 
injured in his business or property by reason of any violation of, or combination or conspiracy 
to violate, this section, may sue therefor in the district court of the United States for the 
district in which the defendant resides or is found or has an agent, without respect to the 
amount in controversy, and shall recover threefold the damages sustained, and the cost of 
t~e suit, including a reasonable attorney's fee." 

221. There is some difference of opinion amoung the ~arious Trade Committees as to the 
relative merits of the above-quoted legislative enactments of Canada and the United States, and 
the lines on which legislation having a similar object should· proceed in the United Kingdom. 
The United States enactment is so recent (1916) and has come into force at such an exceptional 
time, that there has been no experience of its working; but we are inclined to think that though 
the enactment has the advantage that it puts the responsibility of decision upon a judicial tri
bunal and not, as in Canada, upon an administrative authority, the requirement of proof that any 
"dumping" had in fact been done with intent to destroy or injure an industry in the United 
States, or prevent the development of an industry, may seriously limit its effect. The continu
ance of the" dumping" of.a particular commodity over a long period might be held prim4 facie 
evidence of such intent, but during the lapse of the necessary period considerable if only tem-
porary damage might be done to the corresponding United Sta~es industry. . 

222. It has been su.ggested to us that a more appropriate measure would be the prohibition or 
even confiscation of the goods attempted to be "dumped," and the further suggestion has been 
made that any shipowner carrying" dumped" goods should be required to carry them back; as is 
the case in the United States in respect of undesirable immigrants. 'Ve do not consider however 
that such drastic measures would be expedient,-though there may bti special cases in ~hich tern~ 
porary prohibition might be necessary, and on the whole we recommend that legislative action for 
th~ pr~vention o~ "dumping" be .taken in the United Kingdom on the lines (though not neces
sa;nly m the precise form) adopted m Canada, but we see no rea59n why the "anti-dumping" duty 
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~hould be restricted, as in that Dominion, to 15 per cont. \V e think it 8hould be equivalent to the 
full difference beh een the " selling price " and the "fair market value," however large that 
?ifference .may. be: IIav~ng re~ard to the fact t~at traders in t~i~ country will be generally 
mterested m brmgmg evasions. of the law to the notice of the authorities, we do not think that any 
elaborate official organisation will be required to carry out the object in:view. We recommend 
that the Board of Customs and Excise should co-operate in the matter with trade organisations in 
this country and with the officers of the Department of Commercial Intelligence abroarl. 

Further JJleasurPS of Fiscal Policy. 

223. It is probable that in a number of cases the operation of an "anti-dumpinO'" duty would. 
give all the security that is necessary, but we recognise that in other cases furth~r measures of 
assistance may be and probably are requisite to assist industries of national importance aO'ainst -
the competition of foreign manufacturers operating on a much larger scale, or to secur: new 

· branches of production which have developerl during the war and which it is experlient shoulrl 
henceforward be carried on in this country. 

224. It has been urged in many quarters that the simplest method of securing the objects which 
we have set out at 'the commencement of this Chapter-the promotion of "pivotal" or other speciat 
industries, the safeguarding and development of other trades recognised as of substantial national 
importance, the· preferential treatment in trade matters of the British Do~inions and Colonies, 
the extension-of our economic relations with our present political Allies, and the penalisation of 
the trade of our present enemies-would be the establishment of a comprehensive tariff scheme 
covering the whole range of imports into the United Kingdom, and worked out on the general 
lines· adopted in other great industrial countries. The establishment of such a comprehensive 
tariff, which would necessarily at the outset be of a comparatively simple character but could bP 
gradually cia borated, would, it is suggested, ma.ke it possible for His Maje~ty's Government (1) to 
leave free of duty on importation essential food stuffs and absolutely raw materials, (2) t.o impose 
moderate duties on all other commodities on bases varying with their place in the scale from raw 
materials to completely finished· goods, (3) to reduce or remit altogether the duties so imposed in 
order to give preference to the products of the British Dominions Ovei·seas, (4) to negotiate new 
commercial arrangements with our Allies and possibly with presen_t neutrals on the basis of 
reciprocal reductions of customs duties ; and ( 5) to impose surtaxes on goods of present enemy 
ori~n. It is admitted that a tariff which should fully attain all these objects could only be evolved 

· gradual1y, but it is urged that the first steps-.the imposition of a wide range of tariff duties based 
on a simple .scale and with aU-round reductions or even complete remission in-favour of the British 
Overseas Possessions and all·~;onnd reductions to the advantage of our Allies-could and should 
be. taken f01·thwith, and a tariff on these lines prepared·which should come into force immediately 
on the conclusion of the war. A subsidiary argument put forward in support of such a tariff' if; 
that it would be of appreciable value as a source of revenue.· 

225. It has been sugg"'sted that this course of procedure presents certain tlistinct advantages, 
and in particular that it would enable action to be tahn, anrl a provisional measure of protection 
affol1ded to British industry, with a minimum of .delay, and would allow of the ·gradual "'labora
tion of such detailed tariff-scheme as might become requisite. It is also from th"' administratiYe 
standpoint the simplest and most convenient course. Extended to all manufacturing inrlustries, 
it obviates the invidious task of selectiiJ.g those to which protection shall and those to which it 
shall not be afforded, and the proposal which has been placed before us in this connect.ion that n 
low uniform duty should be imposed upon all manufactmerl imports would mnke the task of • 
Pstablishing a tariff little more than mecl1anical. 

226. ·There are on the other hand weighty arguments against the establishment of such a 
'c·omprehensive tariff as is suggested:- · . 
· (I) A claim for protection cannot, in our opinion, normally be regarded as valid, unless 
the industry which makes it can show either that in spite of the adoption of the most efficient 
technical methods and business organisation it cannot maintain itself against foreign competition, 
or that the attainment of such maximum efficiency is impracticable, owing to the feeling of 
insecurity and the inability to attai11. a sufficiently large scale of production in face of competition 
from abroad. Among the industries which ask for protection by means of customs duties, there 
are some which are admittedly deficient in technique and equipment. and defecth·e in manage
ment and organisation, anrl in regard to these there is some dang·er that the grant of the desirro 
protection might result in the stereotyping of inefficient methods. 

{2) There are some large branches of production, of which the main branches of the cotto_n 
trade are conspicuous examples, in which there is no demand for any measure of protection. 

. (3) There are a niimber of industries engaged .in the production of commodities which are in 
the nature of luxuries, or at least non-£>ssentials, and we are of opinion that, whilst. these may 
properly be made the subject of duties imposed for the purpose of raising revenue or checking the 
consumption of luxuries, there is i10 sufficient ground :for t.he imposition in their case of duties 
primarily intended to be protective. 'rhe primary object of State pol_icy should be the develop
ment of industries of importance to the national security and wellbeing, such as those which we 
h~ve ~iscussed in Chapter V., and· the great staple industries of the country, and any State action 
directed towards the indiscriminate maintenance of a number of industries which do not contribute 
appreciably or at all towards the increase of the national wealth would, we think. be t>conomicallv 
unsound. . 

(4) T~e _general tendency of import duties is in the first in:-;tance to raisP prices, this being the 
way m wluch they primarily stimulate production. Their effect in this direction will, as a rule, 
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vary with the iutensity of the public demand for goods of any class subjec't to i)l'otective duties 
and the proportion of the dutiable to the non-dutiable supplies, and in sc far a.s 'they may stimu
late and cheapen production from non-dutiable sources, they may gradually bring about a decline 
in prices. .Hut at the outset they must r~:~.ise prices, and though it may be in the national interest 
to pay a somewhat l1igher pnce for commodities in order io hrt''e a measure of security against 
the cutting off o1· shortage of supplies in time of war, or to prevent the establishment of a mono
poly in the hands of foreigners in time of peace, it appears to us that, both on general grounchand 
particularly having regard to the hil!'h level of prices likely to prevail for some time after the 
\Yar, any State action likely to raise prices, even teniporarily, for a11_y eommoditiPs of nntiona) 
importance should be confined within the closest possible limits. 

(5) Regard must, however, be had in this connection to the great importance of maintaining 
British export trade in neutral market.s. Competition in those markets, particularly in the Far 
East, will, after the war, inevitably be severe; but the representative merchants whn gave evi
dence to us expressed confidence that, upon the whole, British trade would be able to hold its own 
as soon as existing restrictions are removed, provi.ded that. the cost.of production in this country 
is not unduly increased as compared with the cost o£ production in competing counti-ies, and they 
urged that, so far as possible, any Governmental action which might han:- the E>ft'ect of raismg the 
prices of export commodities should be avoided. 

It must als'o be horne in mind that the re-export trade o£ the United Kingdom amounted in 
the years 1909-13 to no less ~han £1{)7 millions :mnually on the average, and that, however 
elahoratt> a system o£ drawbacks mig·ht be devised, it would be difficult under a comprehensive 
tariff to avoid the placing o£ hindrances upon this important branch o£ British Commerce. 

(6) 'Ve deal in later sections of this Chapter with the suggestion that a comprehensive tariff 
is necessary £or the purpose o£ giving preferential treatment to lndia, the British Dominions and 
Possessions, and ·our Allies, and also for purposes o£ negotiation with :foreign countries. It will 
be sufficient to say in this place that we think that a more limited tariff could be used equally 
well, though not so extensively, £or the accord ofpre£erences, that the trade between the United 
Kingdom and the .Uritish Empire overseas can he promoted by other nwanR also, and that a tariff 
for negoti:ltion is a two-edged weapon which is not ns effective as is frequently supposed. -.-...-·~· ..... , - . . 

.. 227. After the niost ~nxious and eareful consiileration o£ all the arguments, Wt> have coine to 
the conclusiOns- • · 

(1) tluit protection by means o£ customs duties should be affoi·ded only to carefully selected 
hranches of production which must be maintained eit11er for reasons o£ national 
safety or on the general ground that it is undesirable that any industry of real 
importance to· our economic strength and well-being Rhould be allowed to be 
weakened by foreign competition or brought to any seriouR extent in this or otl1er 
ways under alien domination or control, and , 

(2) that such protection should not in any case be accorded until u searching examination 
has been made into all the circumstances o£ the branch o£ industry by a, competent 
and independent authority, which should take into consideration the sufficiE>ncy of 
other measures to secure the object in view. 

II) paragraph 215 above we have drawn attention to the important inclustriel'l whit'h will 
require consideration in the light o£ tl1ese principles. 

228. In recommending the form of assistance which we think may fairly be tendered to those 
branches of British trade which, chp·ing the period of reconstruction and probably later, may 
properly l'equire Government help, we have lJorne specially in mind the paramount. importance of 
not ent~ring' upon any course of policy which may prejudice or injuriously affect our large export 
trade, upon th~ increasing volume o£. which the prosperity of the nation so largely clepends. 

229. The period immediately following on peace will be in many ways critical. Not the least 
important consideration will be the restoring o£ the foreign exchanges and the elimination of th8 
nclverse b::~lance o£ trade which has grown up against the country during the war. To effect ~hif! 
essential x;esult exports must be encouraged in every way, whilst all un.necessllry imports mu"t 
temporarily be discouraged. 

230. ·whatever may he the position with regard to the Empire as a whole, it is c~rtain that 
this country is not, and cannot be, self-contained and self-sufficient. w·e rely, antl shall, W9 

think,· continue hereafter to rely even more than in the past, upon imported raw materials. ]'o~· 
the purpose of this consideration it is o£ little moment whether those raw materials are derived 

. Jrom within or without the Empire. The fact remains that tl1e raw materials of our staple indu~
tries are mainly derived from abroad, and come to our manufacturers charged with the cost of 
long distance freight. The exports of this country, with the exception o£ coal, are, in the main. 
those of manufactured goods, and in nearly all our exports we have to face the competition uf 
Germanv and the United States,-in a lesser degree that of France and llelgium; whilst m the 
:future the competition ~£ Canada, and especially o£ .Japan, will have to be reckoned with. 
'Vhilst the United States is in the position of being sel£-supporting as regards the raw materials 
of· some o£ its staple trades, Germany, like ourselves, is largely clepencl£>ni npon imported rnw 
material. 

231. In the economic competition after the war, whilst organisation, the granting o£ credit, 
and efficient management will be important factors, the controlling £actor of all, in our opinion, 
will be the ability o£ the exporting nation to manufacture and export its products cl1eaply. By 
this- we mean that all elements of high-class production slwll be ava-il a hi£> nt hedroek prices, 
without any avoidable addition of imposts, freights or intere~t. chargeA. 
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232. Whilst Europe as a. whole may be said to be divided into settled fieids of international 
competition, where local circumstan?es, convenience of transport, and suitability of prod11Ction for 
local needs, have become the controlling factors, there remain vast markets still practically untouched 
for the future development of the exportin~ nations of the world. China, with its 400 millions of 
popu~ation, an old aud industrious civilisation, must in the near future develop its already great and 
growmg demands for products of our staple trades. There are great potentialities in India and 
there is also the demand of Siberia and 1the smaller Far Eastern countries~ which are likely in future 
to afford profitable markets. · 

233. It is true that in this sphere the competition ·of Japan will have to be increasingly reckoned 
with, but we have no doubt that with a rise in the standard of living of the Eastern peoples there 
will come a correspondi!lg increase of the quantity and improvement of the quality of the goods 
demanded. This devel1pment. cannot fail to be of advantage to British industry, and for this 
reason, if for no other, we desire to emphasise the importance of all measures, including par
ticularly the rapid extension of railways, likely to promote the economic well-being of India. 

234. Whilst the demand_s of A.frica may not at the moment be considered of paramount -
importance, it is in our judgment reasonably certain that the coming half century will witness a great 
increase in .trade, and a growing capacity for consumption, in that continent. 

235. For the immediate future the attenti n of ·exporting countries must in addition to China 
be directed to Central and South America,-countries with an advancing civilisation, and with 
growing demands for commodities. Especially-for the hardware and textile trades all these countries 
would seem to offer an exceptional field, as they are not manufacturing nations, and in all proba
bility they will necessarily have to purchase the major portion of their requirements for many 
years to come. In these markets we shall necessarily n:teet the competition of other nations. 

236. For all these reasons we feel very strongly that no recommendation of ours must in any 
·way hamper or imperil the growth of our export trade, so all-important to this country. 

Imperial Preference. · ·• ..... ,~-

237. It is obvious that any tariff which is to be used to any considerable extent as a means of 
.:eciprocating the preferential treatment accorded by the British Self-Governing Dominions to the 
Mother Country, and as the basis for a scheme of inter-imperial preferences, could not be limited to 
manufactured or semi'-manufactured commodities, but would have to be extended to a wide range of 
foodstuffe and possibly even raw materials. To illustrate this we may point out that of the value of 
the imports into the United Kingdom in the last normal year, 1913, 36 per cent. represented 
Articles of Food, Drink, and Tobacco; 52 per· cent. represented Raw Materials and Articles mainly 
Unmanufactured; and only 12 per cent. Articles wholly or mainly Manufactured, and Miscellaneous 
tloods. It is true that in C~nada industrial development is taking place with some rapidity, owing 
in large measure to the influx of United States capital and the ·establishment of works owned 
.:~r controlled by United States industrial corporations, and that elsewhere in the British Self
Governing Dominions, and in India, local manufactures of appreciable importance are growing up, 
out in the great majority of cases a considerable time must elapse before they become serious 
factors in respect of external trade. As regards the imposition of duties on foodstuffs there are at 
present such duties levied in the United Kingdom for revenue purposes on tea, coffee, cocoa, sugar, 
tobacco, wine and spirits, and we have already recommended, iu our Resolutions addressed to the 
Prime Minister on the 2nd February, 1917, that these should be utilised for the purpose of giving a 
first measure of Colonial Prefer~nce. We have also recommended that preferential treatment 
should be accorded to the British Oversea Dominions in respect of any other Customs Duties 
which may hereafter be imposed_ in the United Kingdom. .,Ve note that the policy of the 
Government in regard to the supply of wheat and oats has been settled for some years to come by 
the provisions of the Corn Production Act, and in these circumstances and having regard to 
the position which is likely to- prevail immediately after the war, we have not thought. that any 
useful purpose would be "served by our considering proposals for the establishment of a wtder range 
of duties on essential foodstuffs. 

238. In regard to the supply of materials for industry, those imported into the Unite~ iGngdom 
from the Dominions and other parts of the British Empire are, as a general rule, .m a very 
~lementary. stage of treatment, and so not suitable subject~ for import duties acco_r~mg to t_he 
general_ practice of countries having protective tariffs. Where, however, ~he Bntlsh. Emptre 
supplies or becomes able to supply to the. United Kingdom materials for mdustry_ whwh have 
advanced beyond the most elementary stage (as, for example, refined metals) w.h11~h .are also 
supplied by Foreign Countries, we think the advisability might well be considered of tmposmg s.o:ne 
small duty on the imports from Foreign Countries, whilst leaving the impor~s from the Bntlsh 
Empire free~provision being made for a comprehensive system of drawbacks m re~pect o~ goods 
manufactured wholly or partly from such imported materials and exp01·ted from the U mted Km~do~. 
The range of imported materials in respect of which su~h a policy of preference could be apphed It~, 

• however, not likely to be considerable in the near future. 

239. We desire to direct attention in this place to the expediency of. considering measures of 
[mperia.l Pref~ence other than the imposition of differential customs duti_es.' as, for e:rample, Govern
ment contracts to purchase for a term of years at guaranteed mtmmum pnces p~rt or the 
whole of ihe output of materials of great industrial importance (a course already adopted m the case 
of Australian zinc concentrates and refined spelter) or financial assistance f~·om . the Home 
.6-overnment towardR the development of Impertal resources, as in the case of Canadtan mckel. 
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Com_merc£al Relations with the Allies. 

240. It has been urged upon us that the Resolutions of the Paris Economic Conference offer 
the basis for a perm3:nent economic pact between ourselves and our present political Allies. 
We _must, however, pomt out first that the scope of the Permanent Measures provided for by the 
Paris Resolutions is very limited; and, secondly, that the international position has undergone 
very im_portant. modifications since we commenced our enquiry. · _ 

241. In respect of permanent economic policy the Paris Resolutions contemplate only 
(a) meas'!res to ~evelop and secure supplies of essential raw materials and manufactured articles, 
with .a VIew to mdependence of present enemy countries, the particular measures to be adopted 
to this end being left to be determined by each Allied Country; and (b) provision of improved 
transpor~ fa~il!ties for the interchange of Allied products. The independence aimed at in respect 
of supplies Is !~dependence of enemy countries, not of n~utrals. 

242. In considering the extent to which the" Resolutions can form the basis of a compre
hensive inter-Allied economic arrangement, it is necessary to bear in mind that those Resolutions, 
so far as they relate to measures to be taken during the transiti6lnal period and ·after the war, have 
not. been ratified by all the Governments represented at the Conference. ]!'urther, Roumania, 
whiCh entered the war at a later date, has not so :far adhered to the Resolutions, but the most 
important modification o:f the position has been caused by the entry of the United.States into the 
war on the side of the Allies. We have no official information as to the attitude o:f the United 
States Government towards the policy embodied in the Paris Resolutions and are therefore unable 
to form an opinion as to whether the support of that Government is likely to be obtained :for 
penal measures directed against the trade o:f the Central Empires, or whether the United States 
would enter into any arrangement which could be regarded as differentiating against neutrals. 

243. Between the Allies themselves there are conflicting commercial interests which call for 
very careful handling. The present political situation may and should be taken as an especially 
favourable opportunity to :foster and extend our trade relations with the Allies. It is, however, 
a question how far a temporary community of political interests-and even the long duration of 
such a community o£ interests as we may hope :for in some cases-can in itself afford a secure basis/ 
:for a permanent commercial policy. 

244. The position is :further complicated by the action o:f a number of States, neutral at the 
time o:f the Paris Conference, in breaking off their political relations with the Central Powers. 
Of the total importations into the United ·Kingdom in 1913 from other than present enemy sources 
some five-sixths came from the British Oversea Possessions or :from countries which are either 
actively engaged in the war on the side of the Allies or have severed their relations with our 
enemies. • The remainder· o:f the imports came mainly from the small number of European 
neutrals, and in view of the extraordinarily difficult position in which some at least of these 
nations have been placed by the war, and the danger o:f driving them into an economic alliance 
with the Central Powers, we doubt the justiee or expediency of discrimination against them. If, 
however, on the one hand all the Allied and pro-Ally nations of the world are to have a claim to 
preferential treatment, and there is to be no differential treatment of those European countries 
which, whatever their sympathies may· have been, have remained neutral throughout the war, the 
only countries left to be discriminated against are. our present enemies, and this object can be 
fully achieved by the simple imposition of duties upon all goods imported :from present enemy 
countries, a course whch we recommend~ 

The Tariff ~ a mean.s of Bargaining. 

245. As regards the suggestion that a com:prehensive tariff might afford a means o:f bar
gaining with Foreign Colintries and thereby of diminishing the obstacles which the policy 
generally adopted by those countries with a view to promoting their own industrial development 
has placed in the way of the expansion of our own foreign trade, we are disposed to think 
that there is a tendency to ·exaggerate the utility of a tariff to any one country in obtaining a 
reduction· of the tariffs of other countries. It is a common experience that both sides to an 
approaching negotiation start by raising their tariff rates to levels higher than are actually he~d to 
be requisite for their respective economic interests, so as to have ample margin for negotiations, 
and it is rare that the discussions have ended in the reduction by either side of rates below those 
previously in :force, unless such reduction had in fact been decided upon from the first. "\V e do 
Lot doubt that in some cases the power of making concessions is a means of obtaining. them; but 
this possibility of using a tariff :for purposes of negotiation does not by itself appear to us to be 
adequate reason :for the imposition of a wide range of Customs duties in the United Kingdom. 
The main factor to be taken into consideration is in our opinion the security o£ British industries 
in the home market; but reductions of such duties as may be levied :for that purpose might pro
perly be made wh~re expedient in order to obtain reciprocal concessions £rom foreign countrie~. 

Commercial Treaties. 

246. We have had under our consideration the ge~eral question o.f the Commercial Treaties 
to which the United Kingdom is a party, and the advisability of action in the direction or 
mGdification of those Treaties. The position may be summarised briefly as follows:-

(1) No Commercial Treaty existed between the United Kingdom and Germany prior to tho 
war~the United Kingdom enjoyed comple~e "_most favoured nation" treatmen~ in Germany in 
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customs matters by virtue of a biennial law, and in other commercial matters there w:ls no 
discrimination against Uritish companit>S or subjects; the Commercial Treaties between the 
United Kingdom ·and Austria-Hungary and Bulgaria were of course terminated by the war. 
The position in Turkey was anomalous, in that the trading rights accorded under the capitulations 
to British subjects and the subjects of certain other Powers were unilateral. I£, therefore, His 
Majesty's Go>ernment should be in a position, on the conclusion of the war, to refuse in accord
ance with Resolution B. II of the Transitory Measures of the Piuis Economic Conference, to enter 
into any ar~angement conferring most fa>oured nation rights on Germany, .\ustria-Hungary 
and Bulgaria, there would be no obstacle to the imposHion of differential duties on goods 
originating in tliose States and imported into the United Kingtlom. Success in the war would 
also enable t~e Gowrnment, in co-op~ration with the other .lilies, to re-impose on Turkey the 
regime of the Capitulations, with such modifications as mav be found exnedient. 

(2) As regards the Allied States United Kingdom good~ are entitled fo most fayoured nation 
treatment in France by a legislati>e enactment :mel not by treaty right (customs duties weTe 
excepted from the scop!! of the Anglo-French Commercial Con>ention of 1882, which guarantees 
reciprocal most-favomed nation treatment in all other matters). With Belgium our commercial 
relations are regulated by a mod.t~ rirendi of 1898, and commercial treaties on the basis o~ 
reciprocal most-fayoured-nation treatment are in force between the United Kingdom and Italy, 
Portugal, Russia, the United States, Japan, Roumania, Serbia, and Montenegro. '\hilst, how
ever, the European nations ha>e always held that the right to most-favoured-nation treatment i-. 
always unconditional (in the absence of express stipulations to the contrary), i.e., that any con
cession made by one of the contracting parties to a third party (whether in return for a spE-cial 
concession or not) must forthwith be extended, without consideration, to the other contracting 
party, the United States has never, as we understand, accepted this doctrine. 

(!3) As regards the Neutral States in Europe, there are modern commercial treaties, on the 
usual basis of the reciprocity of general most-fa>oured-nation treatment, between the· United 
Kingdom and Switzerland and Greece. In the case of Denmark, the United Kingdom is entitled 
by the Treaty of 1670, confirmed in 1814, to the treatment accorded to the most favoured nation 
other than Sweclen; our treaty with Sweden and Norway of 1826 was on the customary lines, and 
though the dissolution of the Union in 1905 was claimed by His Majesty's Gowrnment as afford
ing"them the right to examine the position de noro, the treaty has in fact been continued in opera
tion. Om· commercial relations with Spain are regulated by an exchang-e of notes of 1894, which 
provides for a most-favoured-nation regime, terminable at any time by notice on either side. The 
treaty in force with the Nether lands limits the' general principal of most-f.woured-nation treaf
ment by providing that a contracting party shall not grant any fa>our in matters of commerce and 

· na>igation to the subjects-of a third State which shall not be at the same tim~> extendecl to th~ 
subjects of the other contracting party, gratuit~usly if the conc-ession to.the third State shall han• 
been gratuitous, or on the giving of as nearly as possible the same equivalent if the ·concession 
shall have been conditional. The doctrine of "conditional " most-favoured-nation treatnwnt 
thus laid down is that which., as already mentioned, has been adopted by the United States. 

- (4) Outside Europe we ha>e Commercial Treaties of >arious dates, providing for I'eciprocr~l 
and unconditional most-favoured-nation treatment, with the Argentine, Bolh-ia, Colombia, Hon
duras. Mexico, Nicaragua, Paraguay and Venezuela; those with Costa Rica anil. Liberi:1 giw 
only the right to conqitional most-favoured-nation treatment. 

241. It has been urged upon us that it is desirable,and indeecl necec-sary. that His 1Iajesty's 
Government should take immediate steps to denounce all our existing Commercial Treatie!', in 
order to carry out the Resolutions of the-Paris Economic Conference, to enable Preferential Treat
ment to be accorded in tariff ancl other commercial matters to our AJlies in return for concession::: 
on their part, and generally to clear the way for a series of new economic arrangements. 

248. As regards the first of these points we are satisfied. and we understand that it is aho tl1e 
>iew of the Government, that there is nothing in the Paris Resolutions, directed as they were 
solely against Enemy States. wl1ich would necessitate t?e denunciation or mo.difirati_?n of _our 
existinll' c!lmmercial mTanll'ements with neutral countnes. The onlv Resoluhon which mig·ht 
inYolY; such action is that ... which binds the Allies to conserYe their material resources for their 
own purposes during the transitional period after the war. If that policy coulcl be carriNl out 
only by means of differential export ~uties it woul~ be incompatible with the m:1intenanre of our 
existing treaties with neutrals; but It may, we t?mk, be held that the temporar:y us~ of otlH•r 
methods could not reasonably, in the abnormal circumstances. be regarded as a nolahon of tlH' 
treaty rights of neutrals. 

249. 1£ a policy of protecti>e duties, on howe>er limited a scale, should l1e a~lopteil. in thP 
United Kin~dom, there would, we think, be general .agreement that the _opportumty should _hE' 
taken to endeavour to negotiate mutually ad>antageous a.rrangements. with tho!"e of. our ~\.llle;; 
who are willing to do so. The two main methods by which preferential treatment m Custo~ns 
matters could be accorded to the ..:-\.llies are thus described in a 1£emorandum on Commerrwl 
Treaties furnished to us bv the Board of Trade:-

" (1) It would be possible, after the establishment of a general tariff, t~' nwintain all our 
·. existing commP-rcial treaties in force, but to grant to each of the Allies redudiOI~s of tl1e general 

tariff rates of duty in respect of classes of goods in which they are particul~rl~ lllterested, tho-:(' 
classes of ll'Oods beinll' so selected that the reductions would be of no prachcnl use to the nt11l'r 

... 
0 1 . 1 States to which thev would be nominallv extended bv >irtue of the most-favonrer -nahon r <lll"e 

in their treaties. .. • .. 
"(2) Alternati>ely, it would be possible to denounce the commercial treatie~ with ne1.1trnls, 

or such of them as are important from this point of view, and to give to the Allies an all-roulltl 
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reduction; not neeessarily uniform, of the general tariff rates, thl}S establishing max}mum and 
minimum tariffs somewhat on the· :French model, except "that presumably there would be for 
British Possessiop.cs a still lower scale than the _minimum tariff, and for enemy goods a surtax on 
the maximum tariff. 

"The first of these methods would follow the German practice; th-e second is that which 
France has adopted." 

250. The second method thus 'indicated would involve the denunciation of a number. of 
commercial treaties with neutral states. The treaty with Switzerland, and most of those w~th 
neutral countri-es outside Europe, require twelve months' notice of termination; the Spamsh 
Agreement is subject to six months' notice; the arrangements with Swe.den and Nor.way could 
probably be caneelled at any time; but on the other hand the Argentme and Damsh treates 
contain no provision for denunciation! and ean p~esumably only ~e alt~red ~lY mut:ual agr-eement. 
In order, therefore, to.carry out a pohcy of the kmc~ ~o~ und.er (hscussiOn, Immediately after the 
war it would be necessai·y for the Government to nuhate· at an early date steps to put an end 
to our existino· arran o·ements with those countries. Other countries, such as the Nether lands, 
would of cou';se be o or would reO'ard themselves as 'being, unfavourably affected by the new 
policy: Such action'on the part of the United Kingdom would certainly tend to str~n,gthen the 
suspicions entertained by Neutrals that the Resolutions of· the Paris Conference aimed at the 
creation of an economic ''bloc " of the Allies directed against N euhals as well as present enemies, 
and would, in our judgment, be inexpedient on that ground alone. It is obviously inadvi~able to 
giv-e any assistance to the attempts which Germany is making to induce N eutrals-parhcularly 
in Europe-to enter into closer economic relations with her. And such action would politically 
.be still more ill-timed when neutral nations are becoming more and more disposed to break off 
relati9ns with the Central Powers. 

251. It may be suggested-in fact, we understand that the suggestion has actually been made 
by the French Government-that the difficulty to which attention is drawn in the preceding 
paragraph might be met by the denunciation by the Allies of all their Commercial Treaties with 
Allies and Neutrals alike, so that the United Kingdom might start with a clean slate. The 
object of this proposal is presumably to mitigate neutral fean by showing that the Allies are not 
discriminating bet'\\een themselves and the Neutrals. There is the preliminary difficulty that the 
treaty with Japan cannot be terminated before 1923, and that with Portugal has only recently 
been completed after many years of negotiation; but apart from this there appear to be ·grave 
objections to the course proposed:-

(a) "\Ve doubt if it is likely to allay the fears of neutrals, and it might have an unfortunate 
political effect upon them and certain of our Allies at the present time. 

(b) It must also he borne in mind that the denunciation of treaties establishing our right 
to most-favoured-nation treatment (a right which is not limited to customs duties, but extends 
to many other matters affecting trade and commerce, and also to navigation) might in some·cases 
deprive this country of valuable rights which it might not be easy to r-ecover in every instanc-e. 
Although the value of the most-favoured-:hation clause in respect of customs treatment may hav-e 
been dimini.shed in some instances by modern tariff specialisation, its effect over a world-wide 
trade such us ours is cumulativ-e; and in other directions it is of substantial utility. 

(c) Finally, the revision of all o,ur Commercial Treaties and Agreements all over the world 
would add greatly to the .tasks and difficulties of reconstruction. Judging £rom the experience 
of otht>r countries such a revision, especially if accompanied by discussions as to reciprocal tariff 
reductions, '\\ould nece~sitate very lengthy negotiations, and would leave British traders in great 
uncertainty throughout the period of discussion. 

252. For these reasons we are of opinion that any action in the direction of preferential 
treatment or our Allie.;; should be of ,a kind compatible with the maintenance of our existing 
Commercial Trerttie!';. nnmely, the grant to such of th-e Allies and Neutrals as rna)" be pr-epared 
to reciprocate, redudiom from the general rates of duty in respect of such classes of goods 
subjecterl for any reason to import duties as may be of particular interest to them, those ciasses 
of goods beipg so selt>cferl that the reductions would be of no practical use to other states to which 
they might nominally be extended by virtue of t.he "most-favoured-nation" clause. Such a 
policy could probably be rnrried into effect by arrangements subsidiary to existing commercial 
treaties, and. cou~d be arlo1;tecl at different tiJ:?eS w.ith different oount~ies; and it would not prevent 
the re-exammahon, anrl If nf'cessary, mochficahon of those treaties as aiHl wht>Jl opportunity 
offerecl. 

The Tariff as a Source of Revenue . 

. 253. It remams for u;; to notice briefly the suggestion that a tariff on articles wholly or 
mainly manufactured would be a source of substantial revenue. The total value of our imports o£ 
articles so das~e(~ wa;; in 1913 1931 ·million £. Of this total, however, a substantial proportion 
(,o;mne 45-?0 m1ll10n £) represt>~1te~l such commodities as pig iron, copper regulus and unwrought 
copper, p~g and sheet lead, tm. m blocks and ingots, chemicals and dyes, undressed leather, 
dre~sed :-,]nus, strawboard and nullboard starch farina and dextrine crude zinc and other O'Oods 

1 .1 . f 'I ' ' ' ' o w uc 1 are.m act maten~ s for imlu.-;try, and would have to be either adm~tted free or subj~cted to 
only .v~ry moderate dube~. An even larger proportion of the whole came from British Oversea 
Donmnons, Fran~e, Belgmm, and t~e United States, and on these the full general rates of duty 
~voulcl not he levied. A Yery consHlerable amount was re-exported in the condition in which 
~mportecl, and a further amount wa~ worked up in the United Kingdom into goods for -export, and 
m respect of both groups an npprec1able allowance must be made for drawbacks. Having regard 
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to all these factors, it is apparent that an average ad valorem rate o£ duty even of 10-15 per cent. 
would not be likely to yield more than a very fe_w million£ a year in revenue, and a far-reaching· 
change of :fiscal policy could not in our opinion be justified on revenue grounds. It is noteworthy 
that of the total Customs re~enue of Germany in 1913, amounting to approximately 44·3 milli-on£, 
2'"1"1 million£ were derived from duties on food-stuffs and drink, 6·9 million£ from duties on raw 
materials for industry (chiefly tobacco), 1 million £ from live animals, and only a little over 
8 million £ from manu:factured and semi-manufactured goo~ls (including refined mineral illumi
nating and lubricating oils, which accounted for nearly one-half). 

Conclusions. 

254. In view of the considerations which' we have thus set out in detail, we have come to the 
following conclusions:- - -
· . 1. The producers o.f this country are entitled to req_uire from the•Governnient that they 

should be protected in their home market against" dumping," as we have previously 
defined it, a{ld against the introduction of "sweated goods," by which term we 
understand goods produced by labour which is not paid at the Trade Union rates of 
wages where such rates exist in the country of origin of the goods, or the current 
rates of that country"where there are no Trade Union rates. ·we recommend that 
legislative action be taken, in regard to "dumping" on the lines (though not 
necessarily in the precise form) adopted in Canada. 

\Ve agree that it will often be difficult to distinguish between "dumping" and cheap 
production, and between cheap production and "sweating," but it will be the duty 
of our trade..representatives in foreign countries to investigate and report upon these 
matters, and reliance must be placed upon the co-operation of manufacturers in this 
country, so that the operations of the Customs officials may be intelligently directed 
to stop these unfair forms of trading. 

2. Those industries which we have already describea .as " key " or " pivotal " should be 
maintained in this country atall hazards and at any expense. No ordinary economic 
rules apply to the situation of these minor.but important industries. They must be 
kept alive either by loans, by subsidy, by tariff, by Government contracts, or in the 
last eve:p.t by Government manufacture._ They will necessarily be subject to 
Government supervision. 

3. As regards other industries, protection by means of Customs duties or Government 
assistance in other forms should be afforded only to carefully selected branches of 
production which must be maintained either for reasons of national safety or on the 
general ground that it is un~esirable that any industry of real importance to our 
economic strength and well-being should be allowed to be weakened by foreign com
petition or brought to any serious extent in this .. or other ways under alien domina
tion or control. 

4. Preferential tr~a'tment should be accorded to the British Oversea Dominions and 
Possessions in respect of any Customs Duties now, or hereafter to be, imposed in the 
United Kingdom, and· consideration should be given to the expediency of other 
forms of Imperial Preference. 

5. As regards our commercial relations with our present Allies and with neutrals the 
denunciation of existing commercial treaties for the purpose of affording special 
treatment to such of our Allies or of the neutrals as might be disposed to make 
reciprocal concessions is unnecessary and inexpedient. But the present opportunity 
should be taken to endeavour to promote our trade with the Allies, and consideration 
should be given to the possibility of utilising for purposes of negotiation with them 
and present neutrals any duties which may be imposed in accordance with the 
principles which we have laid down above. 

255. \Ve recognise, however, that it is likely that the admission of the principle of Protec
tion, even for a limited and carefully considered list of industries, will give rise to a widespread 
demand for similar assistance from other industries which will exercise an amount of political 
pressure which it may be very difficult to resist. We accordingly recommend:-
· (a) There should be established some strong and competent Board to examine into all 

applications from industries for State assistance, to advise His Majesty's Government 
upon such applications; and where a case is made out to frame proposals as to the 
precise nature and extent of the assistance to be given, whether by protective tariff 
duties or in other ways. The Board, in our opinion, whilst working in co-operation 
with the Treasury and the Board of Trade, should be independent; it -should not be 
charged with any administrative duties; it should report direct to the Crown and its 
Reports should be laid before Parliament immediately on being made; and it should 
be its duty to place before Parliament its views as to any proposals for tariff legisla-
tion which it may not itself have formulated. _ 

The functions of the -Special Industries ·Board, the establishment of which we 
recommended in our Report on Essential Industries, might be merged in those of the 

J·· Board which we now recommend; 
(b) As a guiding principle for the work of the Board (which would have full powers to 

call for evidence and to inspect books) it should be laid down that the industries for 
which Sta~e assistance of any kind can be given should be such as are of importance 
to ~he mamtenance and development of the economic strength and efficiency of the 
nation, or for the supply of potential military requirements. 
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Before recommending tariff protection for any particular industry it should be _the duty of 
the Board to consider forms of State assistance other than, or concurrent with, pro
tective duties, such as bounties on production (though we doubt the practicability of 
this in the case -of the larger .industries), preferential treatment (subject to an ade
quate standard of quality and security against price rings) in respect of Government 
and other public authority contracts, State financial assistance, and also whether the 
position of the industry could• not b.e improv~d by internal reorganisation. 

(d) The Boara should also have constantly in mind the safeguarding of the interests of 
consumers and of labour, and should make recommendations as to the conditions 
which for these. purposes should l;le attached to any form of Government assistance, 
whether by means of a tariff or otherwise. 

CHAPTER X. 

WEIGHTS AND MEASURES. 

256. In view of the extent to which public attention has recently been directed to proposals 
fot' the reform of British "\Veights and Measures, we have thought it right to give very careful 
consideration to the subject, and we have obtained evidence and information thereon, both o~ally 
and in writing, from a. number of scientific, commercial and official witnesses. Numerous sugges
tions for the alteration in varying degrees of our existing weights and measures have been n;mde _ 
to us, but we do not pr-opose to discuss these in detail. The only practical proposal apart from 
minor changes which can be said to command an organised body of support is that of the Decimal 
Association for·the compulsory adoption of the Metric Sysfem in this country, and we shall 
con:fin~ our observations mainly to this scheme. This change has been strongly urged upon us 
from various quarters, but it cannot be said that there is any such general ·agreement of opinion 
in its favour among those who have studied the subject as would justify its adoption. 

25i. Having given very full consideration to the subject we are unab~e to recom:mend the 
compulsory adoption of the Metric System in this country. "\Ve proceed to give a brief histOl'Y 
of the movement in favour of that system in the United Kingdom and to ~tate the reasons whieh 
han led us to the foregoing conclusion. . .. 

-.... 
HISTORY OF PROPOSALS FOR THE ADOPTION OF THE METRIC SYSTEM OF 'VEIGHTS 

AND MEASURES IN THE UNITED KINGDOM. 

258. There were several inquiries during the nineteenth century into the question of intro
ducing a more uniform system of weights .and measures and a decimal coinage, but the move
ment in favour of the Metric System :first became prominent as a result of the Exhibitions of 
1851 and 1855 and the commercial treaty negotiations with France in 1860. 

259. A Select Committee of the House of Common~ appointed in 1862 arrived .at the unani
mous conclusion that the Metric System should be introduced "cautiously bu.t steadily" into this 
country and recommended "that the use of the Metric System be rendered legal," but that "no 
compulsory measures should be resorted to until they are sanctioned by the general conviction of 
the public."' The. Committee also recommended that the Metric System should be used in con
junction with the existing system in the levying of Customs duties and in official statistics, and 
that it should be taught in elementary schools and should be a subject of examination in Civil 
Seryice examinations. They add that a decimal system of money should as nearly as possible 
accompany a decimal system of weights and measures. 

260. In 1863 a Bill embodying the recommendations of the Committee but also making the 
Metric.System compulsory after three years passed its second reading in the House of Commons 
but wasnot further proceeded with. . 

261. In 1864 the· use of the Metric System in contracts was legalised, but its use in trade, 
e.g:, by. a shopkeeper, remained-unlawful. 

262. In 1868 another Bill for the compulsory introduction· of the Metric System was given a 
second reading on the understanding that no practical step would be taken until the report of the 
Royal Commission, which was then investigating the standards, had been received. That Com
mission in the same year recommended in their second report that the use oi the Metric System 
should be made permissive and that accurate metrical standards should be provided by the 
Standards Department and by lomil authorities. They r-epeated the recommendation that it 
should be employed concurrently in levying Customs duties and for various departmental m~r
poses and they expressed the opinion that decimalisation of the system of coinage would be very 
useful, but they did not consider that there was any immediate cause requiring a compulsory 
change in the existing system of weights and measures for purposes of internal trade. 

263. A Bill for the compulsory introduction of the Metric System was rejected by the House 
of Commons in 1871. · 

264. In 1878 an Act was passed which consolidated the law relating to weights and measures 
and provided that the use of the Metric System should be lawful in contracts and that the Board 
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of Trade should verify Metric weights and measures if intended for purposes of science or 
manufacture or for any lawful purpose not being. for the purpose of trade. -

265. In 1884 the Government at the instance of the Royal Society agreed to subscribe to the 
)Ietric Convention (w~ich it had _originally in 1873. decli~ed to join) .. Its adhesiQn was explicitly 
guarded by a declaration that this country had no mtenhon of adophng the Metric System. The 
terms of adhesion are. set forth in. the Metric Conventi_on of 20th May 1875 and the Uegulations 

-appended thereto. Smce 1884 this country has subscribed annually to the expenses of the Inter
national ~Ietric Bureau and has also paid for Metric Standards constructed. and verified under 
the direction of the Bureau. 

266. In 1887 the Chambers of Commerce began to advocate the adoption of the Metric 
System and from that year onwards various deputations _have waited on Ministers for the purpose. 

261. In 1895 a Select Committee of the House of Commons recommended that the use of the 
.Metric System should be leg:alised for all purpQses at once and be made compul~ory after two years. 

2G8. An Act was passed in 189ilegalising the permissive use of Metric weights and measures 
in trade, al!-d i~1 the :followi!1g year effect was giv~n t? the Act by Order~ in Council legalising 
new denommatwns of Metnc standards and subshtutmg a table of metnc equivalents for that 

·contained in the Act of 1878. 

· 269. In spite of the fact that the use of Metric weights and measures in this country for all 
purposes of trade has"thus been legal for nearly twenty years, the number of such weights aud 
measures presented annually' to Inspectors for verification and stamping is now only about one 
per cent. of the number of Imperial weights and measures similarly presented, and this limited 
use appears t.o arise mainly in connection with- the recent legalisation of Metric carat we'ights 
and the adoption in the British Pharmacopooia of Metric weights and measwes for the prescrip
tion of doses. 

2i'O. As regards compulsion the view taken by successive Ministers <;ince 1881 has been in the 
main that there is no evidence that the change is desired by the great mass of retail shopkeepers 
and their customers, and that their opposition would probably render it quite impracticable. 

271. In 1904 a Bill was introduced into the House of Lords by Lord Belhave'll. and referred 
to a Select Committee presided over by him. As reported by that Committee and passed by the 
House of Lords it provided that as from 1st April, 1909, every contract, bargain, sale, or dealing 
made or had in the United Kingdom should be according to the Metric System, subject to the 
f-ollowing exceptions : -
· (1) Existing contracts; _ 

(2) Contracts or dealings in respect of foreign trade if made or h:1d according to the system 
of weights and measures in force in the foreign country concerned; 

(3) Measurements of land; 
( 4) Customs and Excise; 

(It was found that the application of the Metric System to the Revenue Duties would 
involve very great difficulties which would require separate legislation.) 

(5) Any trade or business which might, for the time being, be exempted by ,Order in Council. 
(The exemptions contemplated included the cotton trade, the retail sale of liquor, and the 

measurement of gas.) 
272. The Bill also provided that its operation might be postponed by Order in Council if 

"His Maj~sty is satisfied that the Metric System of weights and measures has not been, and will 
not in the near future be, adopted generally in other English-speaking countries." It was not 
proceeded with in the House of Commons. 

273. A Bill framed on somewhat similar lines was introduced into the House of Commons 
by Mr. Straus in 1907, but was rejected on the second reading by 150 votes to 118. It was 
opposed by the President of the Board of Trade on behalf of the Government. 

214. At the Colonial Conference of 1902 a resolution in favour of the- introduction of the 
Metric System throughout the British Empire was carried. Resolutions on the subject of decimal 
coinage and weights and measures were brought forward at the Imperial Conferences of 190i 
and 1911, being supported by Canada, Australia, and New Zealand, but, in view particularly of 
the attitude of the spokesmen of the United Kingdom, they were_ not proceeded with. The atti
tude of the Home Government at the latter Conference (page 35 of Cd. 5141-1911) w·as that they 
could not support the Resolution, becaus~ it implied that the suggested reform ought to be ca.rried 
through: that, while it would probably be an advantag~ to adopt a deci~al system of cm!l~ge 
and a metric system of weights and measures, if they had a clean slate, this was not the posihon 
-the House of Commons had rejected any such compulsory change more than once, and it would 
not be practicable to enforce it, at all events under existing conditions, as trade, commerce and 
domestic arrangements would be so seriously upset. 

275. Our attention has been drawn to the fact that in 1914 a Committee of three members 
appointed to consider. weights and measures in India (where an immense multiplicity of local 
weights and measures prevails) recommended by a majority the adoption in ~ndia, exclusive of 
Burma, of what is known as the Indian Railway System of weights based on the Maund of 

.. 82¥ lbs. Its sub-divisions are-
180 grains 1 tola (weight of the rupee). 

80 tolas = 1 seer. 
40 seers 1 rna und. 
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Dur~a already has a :fairly uniform system 'o:f its own the retention o:f which was recom-
mended. . .:~· · 

The use o:f the British and Metric Systems was to be permiss~ve under certam con'+Itwns. 
For length and area the British yard and acre are already w1dely accepted as standards and 

their adoption was recommended.· . . . 
'l'he dissentient member o:f the Committee recommended the mtroductwn o:f the Metric 

System. 
PRESENT PROPOSALS. 

276. The proposal placed before us by the Decimal Association is that after a short interv?-1 
of notice the use o:f the Metri~ System o:f ·w.eights and Measures shoul.d be made compulsory. m 
buying and selling in this country in place o:f ~ur existing system. .'I'his change would affe~t l.m
mediately, not only manufacturers, but all retail shopkeepers and th:Ir customers, the yas~ maJOl'lty 
o:f whom know nothin,g o:f the Metric System. and, so :far as w: can JUdge, d.o not desire I.t. Very 
st"rong reasons are therefore necessary to justify the cost and disturbance whwh would be mvolved. 

277'. 'l'he main advantages which the advocates o:f the change urge a~e saving o:f ti~e in 
education and the conduct o:f domestic trade and the gain to om· export trade by the internatiOnal 
uniformity which they claim would be attained in a short time. 

278. ·we deal below with the -educational aspects o:f the matter. 'l'he proposed chan~e m.ust 
be judged primarily in the light o:f its probable effects upon, British tr.ade as a wh<;>le, ~nd, m. view 
of the ·exceptional difficulties with which trade will be :faced durmg th~ penod .Immediat~ly 
:followinrr the war, special weight must be attached to the consequences whwh are hkely to arise 
during that period. In our opinion it is absolutely eertain that the anticipated uniformity could 
not be obtained for a very long period, i:f ever. 

279. In the first place it is admitted that the demand :for spare parts, replacements, &c., 
would make itneeessary to continue manufacture, for home markets alone, on our -existing system 
side by side with the new :for a very long period, in such cases as railway locomotives perhaps :for 
a generation. 

280. Secondly, statistics show that before the ·war more than half our export trade was with 
countries which do not use the Metric System. For such countries we must continue to manu
facture on our present system, and we should therefore by the change be incurring heavy cost in 
order to benefit our trade with Metric Countries at the expense o:f an equally, i:f not more 
valuable, trade with other countries. 

281. 'l'he position would no doubt be materially alter.ed if the self-governing Dominions and 
India and the Crown Colonies, the United Sta;tes and Russia would simultaneously with us adopt 
·the :J\Ietric System. The Dominions may be ready to do so, but there would obviously be very 
great difficulties in India and the Crown Colonies and African Protectorates, and the information 
we. have received suggests that the opposition in the United States is :far too strong to make 
compulsory adoption probable. There is :further the serious objection that, i:f we induced the 
above mentioned countries to change over to the Metric System, we should be surrendering to 
Germany the advantage which our manu:factur~rs now enjoy f!ver hers both in their markets and 
in our own, particularly as :for some years to come we should have to manufacture on both systems, 
while Germany would be enabled to·manu:facture on one uniform system :for the German market 
and. nearly the whole o:f her export trade. 
· 282. Thirdly, we should get by the change in the Textiles 'l'rade (which before the War 

accounted :for 30 per cent. of our home manufactured articles o:f export) not more, but h·ss, 
uni:formity .. In textiles British measures are widely recognised all over t.he world even in Metric 
CDuntries, and in the Cotton 'l'rad·e British "counts" have become the standard. 'By abandoning 
them w.e .should jeopardize our supremacy in this respect. In the l!'ar Eastern and Indian 
markets, in which British measures and British marks are regarded by native purchasers as 
guarantees o:f quality, the change would be particularly dangerous. Advocates o:f the MetriG 
S~stem 'would so far recognise this objection as to indicate that the Cotton Trade at any rate 
might be exempted :from the compulsory adoption o:f the Metric System but this admission 
largely destroys their main argument :for the change. ' 

· . 283. It may be added that in connection with Lord Belhaven's Bill o:f 1904 it was found 
necessary; as already indicated in paragraph 271, to provide :for other exemptions,' including the 
measurement o:f land. 

284. The cost, direct and indireet, of the chanrre would undoubtedly be veMT great 
1 l h . . 0 ' ' ~" , 

a t wug no precise est1mate can be :formed. It has been estimated however that the cost to 
retail traders of new weights and measures would alone amount to £2 000 000.' 'l'he direct cost 
of alteringmachinery ~ould obviously be much gTeater, and there w~uld' also be heavy loss of 
o~1tput due to the holdmg up of machinery :for alteration. It has been argued that the altera
~wns could be mac~~ gradually ~s and when renewals were required and new machinery was 
mstallecl but, even If so, the conbnmuwe of manufacture on the existing· system while the sale of 

·the product bad to be made on the Met~·ic Sys~em would be·confusing and inconvenient. 

, 285 .. 'l'he :f~regoing ?~jections hold good on the assumption that on the whole the Metric 
S.):stPm Is superiOr to Bnhsh "\V eigh~s and l\feasures. This. assumption is, however, denied by 
m,my opponents of the ~hange, particularly by representatives of the Cotton Industry. It is 
cont~nded that the Metric System is not satisfactorily con,elated, that the ,British units (such as 
the mch, yard, and pound) are superior, and that for practical purposes binary divisions are 

D 4 
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better than decimal: As a unit the metre is 'said to be too long, the deciroetre too short, the 
hectare too large and the kilogram too heavy. Lancashire witnesses are emphatically of opinion 
that the Metric System is unsuitable for cotton manufacture, and they point to the fact that in 
Metric countries it has to be modified for the purpose. We are informed that even in France, 
which has made the Metric System nominally compulsory for more than half a century, the 
"pouce" (or inch) is used in textile manufacture and numerous local measures still survive. 

286. In referring to these considerations, we have to point out that there is no unanimity 
even as to the theoretical merits of the Metric System as compared wiih our own. The 
practical argument that its adoption is desirable in order to secure uniformity in the markets of 
the world has been shown to be unfounded. 'Ve are not satisfied by any evidence which has 
been brought before us that trade has actually been lost to this country owing to the fact 
that the use of the Metric System is not compulsory. The law now permits its use in this country 
wherever it is found convenient and British firms which manufacture for Metric countries can and 

. should do so in the measures which suit those markets, as is already the practice of most large 
firms. But to attempt to make the use of the system universal and obligatory in this country 
would cause great loss and confusion at a particularly inopportune moment for the sake of distant 
and doubtful advantages. We are convinced that, so far from assisting in the re-establishment 
of British trade after the War, such a measure would seriously hamper it. 

281. As regards the educational advantages claimed for the chang\8 we have been referred to 
a statement quoted by the Select Committee of 1895 that no less than one year's school time would 
be saved if the Metric System were taught in the place of that now is use. The information 
which we have· received does not suppori( that statement, and even if it were well founded, it must 
be remembered that for at least a generation children would have to learn both the new and the 
old measures, and how to convert from one :to the other. Moreover, we are informed that during 
the last ten or fifteen years great changes have been carried out in Public Elementary Schools 
and the more modern Secondary Schools with a view to simplifying the teaching of weights and 
measures and confining' it to tables in common use. The use of the Metric System and the 
application of decimals to our own working units are also taught. The extent to which these 
reforms have been carried out may be ascertained by reference to the text-books now in general 
use. We think that evecy effort should be made by those responsible to carry this simplification 
as far as possible, in particular as regards obsolete weights and measures or those employed only 
in special trades whit:h can be obtained, if required, from printed tables. The curriculum of 
Secondary Schools in this matter is largely governed by examination requirements, and examin
ing authorities should be careful therefore not to lose sight of the point. 

288. It is often popularly supposed that the introduction of the Metric System would render 
possible the immediate sweeping aw.ay of many· complicated and varying weights and measures. 
As we have already indicated, that belief is, in oUr opinion, wholly :fallacious. It is urged, 
however, on the otner hand that our existing weights and measures might with advantage be 
simplified and possibly decimalised to a greater extent than is at present the case. 'V e do not 
think that compulsory legislation for this pu;rpose would be expedient or would be likely to be 
effective at the .present time. It is true however that in dif!erent localities and trades many 
varying weights a~d measures still prevail. Some of these are used because they are the roost 
suitable :for a particular purpose, but the use of others may often be unnecessary and due merely 
to custom. We have referred above to the siro:ulification which has already taken place in the 
teaching of weights and measures, and we think that Government Departments and other 
public authorities and trade organisations should bear constantly in mind the importance of 
promoting, a corresponding simplification in the actual conduct. of trade. We w~uld also 
emphasise the advantages, already widely recognised, of using decimal subdivisions of our basic 
units, such as ~he inch and the pound (weight) and of replacing, wherever possible, the present 
hundredweight and ton by the. cental pf 100 pounds and the " short ton " of 2,000 pounds. 

289. Our weights and measures are capable of detailed improvements of this nature, hut we 
,ilre not convinced that the Metric ·system is upon the whole even theoretically superior to the 
British System, and we are satisfied that the practical objections to the proposed change are such 
as decisively to outweigh any advantages which are claimed for it. · 

CHAPTER XI. 

CoiNAGE. 

290. Proposals for the introduction of a decimal system of Coinage into this country are 
often. clo~ely connected with the question of Weights and Measures, but ihe decision -of the 
queshon mvolved must he settled uoon somewhat dillerent considerations. The schemes which 
have been suggested to us are·even more numerous and varied than in the latter case, and we find 
an even great~r diversity of aims and methods among the advocates of change. The majority 
of us.are co~nn~ed that the advantages to be expected from the change are insufficient to justify 
t~e risks _which 1~ would involve, and we state below the main considerations which have weighed 
w1th us m forromg this opinion. . . · 
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291. The question of a Decimal Currency is, of course, no new one in ~his country. \Ve 
print as Appendix II to this Report a Memorandum on the subject furmshed by S1r John 
Bradbu_ry, K.C.B., Joint Secretary to the Treasury. In view of the lucid summary of t~e 
history of this question given in the earlier portion of that Memorandum we do not ~e:peat 1t 
here, but proceed at once to discuss the most important of the proposal.:! for change whiCh have 
been made to us. · ' 

292. We think that it may be taken as the foundation for any discussion that a decimal 
currency, if introduced in this country, must be based either upon the existing penny or upon the 
pound sterling, and we accordingly deal only with schemes which adopt one of these basic units. 
The dilemma which must be faced is that decimalisation means in practice the abandonment or 
modification either of the pound sterling or o:f the penny. · 

2!13. It will be obser~ed from the above-mentioned Memorandum that so long ago as 1853 a 
Select Committee of the House of Commons reported that a decimal system of coinage was greatly 
superior to the existing system on the grounds of _ 

( 1) Saving of labour in account keeping and education ; 
(2) A voidance of error ; 
(3) Facility of comparison of home and foreign prices. 

294. The reasons put forward to-day by the Decimal Association and others are very similar, 
and iri examining· the various proposals made we have to consider how far these advantages 
outweigh the objections which arise from the international importance of the sovereign on 
the one hand and the domestic difficulties involved in an alteration of the penny on the other. 
It must also be borne in mind that since the Paris International Conference of 1867 the question 
has been largely an international one, and that during the last generation the difficulties of 
change have been increased by the fact that sterling has become more and more the standard 
throughout the British Empire. International conditions immediately after the war are not, 
however, likely to offer a favourable opportunity for any attempt to revive the proposals of 1867 
and 1868. 

295. We take first the schemes which retain the existing penny. ·The most interesting is that 
outlined by Sir John Bradbury for a British dollar of 100 half-pennies ( 4s. 2d.), which is a modifi
c:ation of Bagehot's proposal for a new pound of 1,000 farthings (£1 Os. 10d.). We should add that 
Sir John Bradbury informed us that he was opposed to any currency change in the immediate 
futu~·e, but that he looked forward to the ultimate adoption of some such scheme. 

296. U uder this scheme dollar notes would gradually replace existing currency notes in this 
country, and they would be payable in gold at the Bank of England in the form of sovereigns or 
mint bars at the rate of £1,000 for each bundle of 4,800 dollars. Our existing sovereigns would 
remain in our gold reserves except when required for the purposes of the foreign exchanges. 

297. The scheme, which is more fully explained in Sir John Bradbury's Memorand m, has 
attraction in that it would make it possible to compare British and American prices at a glance, 
since the proposed dollar would only differ from that of the United States by 1~- per cent., 
and it might pave the way to a unification of the two curre~cies. But it is without doubt open 
to very seriom~ objections. It would involve the alteration of all our existing silver currency
almost as difficult a matter as an alteration of the penny. Even if the sterling-using parts of the 
Britis4 Empire followed suit, the new dollar would bear no relation to the rupee (the ·coin of 
India~ Ceylon, Mauritius, and the East African Protectorates) or the Straits dollar, which are 
both based on the sovereign. And while bringing us nearer to the American system, the change 
would take us further from that of the Latin Union, under which 25 francs are roughly equivalent 
to the sovereign. What,· however, chiefly weighs with us is our belief that this change would, 
in fact, lead to the abandonment of the sovereign as the standard and working unit of international 
exchange, and for this reason alone we are unable to recommend its adoption. 

298. In these circumstances we do not think it necessary to refer to other schemes which are 
based upoll the retention of the penny, since they all involve to a greater or less degree the 
abandonment of the sove£eign. - · 

299. We come next to the scheme placed-before us by the Decimal Association and embodied 
· in a draft bill circulated by the Associated Chambers of Commerce. This scheme while retaining 

the sovereign as the "essential unit of value," adopts as the unit of account the florin of 100 
cents, the cent being worth 4 per cent. less than the existing farthing. The florin would no 

·doubt be a convenient unit for ordinary domestic purposes, though perhaps scarcely as convenient 
as the present shilling, but, apart from the difficulties involved by an alteration in the value of the 
penny which we discuss later, the scheme is equally open to the objection that it in fact involves 
the abandonment of the soverei&"n, and it must on this ground alone be rejected; · 

300. \V e are strongly in agreement with the opinion expressed in the Report o£ the Com
mittee of the Institute of Bankers (Appendix IV.) that no decimal system o£ coinage which is not 
based on the pound sterling can possibly be acoepted by the bankers of this country and that the 
presentpound -sterling, unchanged in weight and :fineness, must remain the unit o£ value. As 
that Committee state, the pound sterling is universally recognised in the settlement of inter
national transactions throughout the world, and any abandonment, even in nama only, of its use 
as our standard unit, would be fraug1tt with risks which it would be unwise to incur. 

301. It remains to consid~r the proposals :for the decimalisation of the sovereign which have 
been put before us in slightly different forms by the Governor of the Bank of J~ngland in evidence 
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(s~e also Appendix III.) and by the Committee of the Institute of Bankers (Appendix IV.). ·we 
are informed that,· since giving evidence to us, the Association of Chambers of Commerce and 
the Decimal Association have agreed to support the s~heme of the Institute of Bankers. 

302. These proposals, under which the sovereign would consist of 1,000 mils equivalent to 
the cent of the last mentioned scheme, would involve no alteration in value ofourexistingcoinage 
down to and including the sixpence. 

303. The change would undoubtedly be a considerable convenience to bankers and large 
· business :firi:ns in account keeping. But it must be remembered that it is even now open to them 

to adopt a procedure which is alr-eady in force in many important offices, namely that of calcu
lating ·in pounds and decimals o:f a pound and converting the result into shillings and pence. 
While an actual decimal coinage would appreciably simplify this process, it is important not to -
exaggerate its benefits. 

'· 

304. Judged by the :f)Xpe_rience of other countries the s-overeign is too high a standard unit, 
since it requires the use of three places of decimals. As pointed out by the Institute of Bankers 
this objection· dpes not apply as regards large amounts, because the extra figure to the right of 
the decimal point is compensated by one digit less to the left of the point. But it is undoubtedly 
a drawback in the case of sums o:f less than lOs. which form a large proportion of retail trans
actions, e.g., 8s. 2d. would hecome £·408. There is no precedent for so high a unit as the pound 
and it is the :fact tnat every country which now has a decimal coinage has adopted a unit of 
which the tenth or hundredth g~ves a convenient coin for daily use. 

305. The crux o:f the question for us is, however, the alteration o:f the value o:f the penny, 
and it is necessary to consider closely what this change means and what are the advantages which 
it offers. It would do nothing towards unifying the various subsidiary coinages of the British 
Empire such as the Indian dupee and the Straits dollar, and it would bring us no nearer to 
Canada, New:fouridland, British Honduras, and British Guiana which now use the United States 
dollar. It would not advance us a step towards the adoption of an international currency and 
it cannot, therefore, be said to have ·fl.ny really important bearing upon the promotion of our 
foreign trade. It would still be necessary for this purpose, though perhaps slightly easier, to 
translate our prices into :for.eign currencies at the varying rates of exchange, in many cases 
heavily depreciated, at which these will stand after the war. The proposal in fact offers little 
mor'e than a purely domestic convenience in the simplification of account keeping. 

306. This. convenience would no doubt be considerable in the case of banks and large com
mercial :firms, but it would o:ffe1: no great attractions to the majority of smaller firms, while for 
the purpose o:f the great mass o:f daily retail transactions it is doubtful whether our existing 
duodecimal system is not practically superior to a decimal system. At any rate the former is 
:firm~y I'Ooted in the habits of the people .. 

307. The Committee o:f the Institute of Bankers express confidence that the transition to the 
system proposed to them will not present any: serious difficulties. They state, however, that, as 
regards the bronze coinage, a change in the value of the coins is necessary, and some disturbance 
in the small every-day- monetary transactions is unavoidable. "\Ve do not think that they" haYe 
adequately realised the magnitude of the disturbance which would be caused in the lives of the 
great body o:f wage earners, retail shopkeepers, and their customers. 

308. In order to carry out th-e. change it would be necessary to withdraw from circulation the 
existing bronze coinage and _to substitute new coins o:f the appropriate denominations, as ex
plained by the Institute o:f Bank~rs, who recognise that this could not be carried out until some 
time after the end of the war. Logically the penny would be replaced, as Lord Cunliffe proposes, 
by a 5 mil piece, worth 20 per cent. more. The wage -earner would get 10 of such pieces for n 
shilling or 200 :for a sovereign. The Institute of Bankers recognise, we think rightly, that sueh 
a violent change would arouse wide;spread hostility, and they propose, therefore, that for the 
present at any rate the penny should be replaced by a 4 mil piece, worth 4 per cent. less. While 
this modification o:f the l~gical scheme would no doubt soften the change, we are disposed to 
think that incidentally it would de:feat its object. It is quite likely that for the great majority 
the only result would. be that 12! (new) ,pence would make a shilling, and that only bankers and 
large firms would use decimals. ' 

309. Apart :from this consideration the change would involYe the readjustment of the 
innumerable retail transactions which are based upon the penny. Prices which are now fixed in 
multiples of the penny would have no exact equivalent in the new coinage, In every case 
either the purchaser w:ould have to get less for his pence or the scale of prices would have t.o 
be raised. More than £19 millions of Postal Revenue were collected in 1913-14 by charg-es 
based on units 11ot exceeding 2d. A loss o:f 4 per cent. on this amount would be nearly 
£1,000,000. The finance of the National Insurance Act would have to be recast, since, while 
the monetary benefits are paid in shillings, the contributions are calculated in pence. The same 
necessity would apply to railway, tramway and omnious fares. The fact that no exact equiv::rlent 
for existing rates could be :fixed in these cases would cause special difficulties. 

310. As another illustration of the far-r~aching effect of the coinage, it mu::;t lJe noted that 
all hourly and piece-work wages would have to be revised. In the cotton trade, for example, 
~a~e. rates rest on elaborate price lists expressed in pence or fra~:ion; of a penny. In each 
md1v~dufll case the wage-earner n1ust either lose or gain, ancl, althou;;~~ no doubt after elaborate 
negobabons a common measure would be found by give and take over the whole range of rates, 
the process would inevitably iin,olve much friction and probably in some cast's serious labour 
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Jisputes. W,.hile powerful associations of workmen \Vould be able to protect themselves, unor· 
ganised labour would probably stand to lose by the change. It is not i~probable ~hat the sus
picion mio·ht arise amonO' workmen that an indi1·ect attack was being made upon the1r newly-won 
rises of w~ges by means ~f the depreciation of the working man's coin. 

311.-l!'rom a social point of view it is hardly too much to say that it is at least as important 
to preserve the credit of the penny at home as to maintain that of the sovereign abroad. 

312. vV e are unable to a~"ept the argument that the change can easily be introduced during a 
period of oTeat fl.uctuatious i., tl~ real value of money. On the contrary it would accentuate the 
confusion bby introducing a new''t:isturbing factor at a moment arbitrarily selected, although the 

. precise effect of that factor might be disguised. The Institute ~f Bankers argt~e that the decrease 
in the purchasinO' power of the penny has accustomed the pubhc to such readJustments as would 
be neces8ary. B<:>ut because they no:w accept the inevitable, under protest, it does not follow that 
they would tolerate a fur~her depreciation imposed upon them by the Governmen~. vVhile we 
feel that a decimal coinage has some advantages over our present system, we are s~tJsfied that the 
introduction of such a change would be inexpedient at a time when the social, industrial and 
financial organisatl.on of the country will be faced with numerous and exceptional difficulties. 

CHAPTER. XII. 

SuMMARY OF CoNcLuSIONs. 

The main t.:onclusions embodied in this Report may be briefly summarised as follows:

Chapt~r Il.-(The position of B1·itish Trade and ln_dusky in 1913.) 

313. (Paragraphs 13-92.)-In this chapter we take as our starting point a survey of the 
general position of British industry and Overseas 'rrade in 1913, the last complete year of peace, 
based especially upon the reports of the Board of Trade Committees upon our chief staple 
indus tries. 

314. (Paragmphs 93-99.)-From that survey we draw certain broad conclusions as to the 
condition of British industry and trade and the competition to which it was exposed immediately 
before the war. \Ve find that in long-established manufactures, with the important exception of 
tl;te iron and steel trades, British industry had shown in the decade preceding the war great 
vitality and power of extension, but that in the rise and expansion of the. more modern branches 
of industrial production the United Kingdom has taken only a limited share. Certain branche::. 
of production, of great importance as a basis for other manufactures, had come to be entirely or 
very largely under German control, and in numerous branches- of ,industry, outside the great 
staple trades, foreign competition had become increasingly acute, and foreign manufactures had 
secured a strong or even predominant position. In Overseas trade British merchants and manu
facturers were encountering energetic and successful competition, which is ascribed to a variety 
()f causes, including the adoption by foreign merchants and manufacturers of methods of organ
isation and distribution different from, and in some cases markedly more effective than, those 
hitherto pursued by British traders. 

315. (Paragraphs 100-102.)-0wing to the abnormal conditions due to the war, whilst an 
amount of foreign trade very large in value has been maintained, its .character and directions 
have been alte1·ed in many respects. \Ve think that war requirements have enormously increased 
our productive c01pacity in certain great branches of industry, notably the Steel and Chemical In
dustries, and tklt in numerous directions British manufacturers have shown much adaptability 
and re.sourccfulness, and the knowledge and experience gained during the war should be a most 
valuable asset in-Tespect of our post-war trade. vV e urge the vital importance of every effort on 
the part of bol:h employers and employed to attain the largest possible volume of production in 
order to secure the speedy recovery of our industrial and financial position. · · 

• 
· 316. (Paragraph 103.)-\Ve state that we have not felt it possible to examine in ·detail all 

the specific recommendations of the Board of Trade Committees, which, so far as action has not 
already been tak€n by the Government, should receive full and sympathetic consideration but 
that we think the course most likely to be useful is that we should confine our attention t~ 'the 
larger questions of commercial policy. 

Choplcr lll.----,(Jfcasu.rcs to be adopted during the Tmnsitional Pe·r£od.) 

:317. (Para.gMJ!hs 104-113.)-vVe re-affirm the main recommendations embodied in our First 
aiHl f.\<!eon£1 Interim Ueports, viz.:- . 

(a) The prese~t regime, _whereb:y impo!tatio.n o~ goods of enemy origin is prohibited, should 
he conhnued, subJect to hcence m excephonal cases, for a period of at least 12 month~ 
nfh;r th; conclusion of the War, and ~nbsequently for such further period as His 
:Ma.Jesty s Government may deem expedleJ..t. 

(!,) 'l'he PflriR Hesolutions relatil1g to the supply of the Allies for the restoration of their 
indus1.ri~s. can be carried into effect if a policy of_ ~oint control of cel.·tain important 
commod1hes can be agreed upon between tthe Bnhsh Empire and the Allies. Any 
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measu:r;es should aim at securing to the British Empire and the Allied countries priority 
for their requu·ements and should be applied only to materials which are mainly de
rived from t];tose countries and will be required by them. This policy should be applied 
as regards the United Kingdom by legislation empowering the Government to prohibit 
the export except under licence of such articles as may be deemed expedient, and as 
regards the British Empire and Allied countries the Government should, without delay, 
enter into negotiations with the various Governments concerned, with a view to the 
adoption of suitable joint measures in the case of selected commodities of importance. 

(c) We recommend that the Government should consider, in consultation with the Allies, 
the expediency of establishing after the ·war a joint organisation on the lines of 
Commission Internationale de Ravitaillement for dealing with the orders of the Allied 
Governments for reconstruction purposes, and with such private orders as they may 
find it expedient to centralise. 

(d) We point out that the prolongation of the War and the entry into it of the United States 
have increased the importance of a considered policy directed towards assuring to the 
British Empire and the Allies adequate supplies of essential raw materials during the 
period immediately following the conclusion of peace and that the extent to which the 
Paris Resolutions which bear upon this vital question can be carried into effect 
depends upon the co-operation of the Governments concerned. · 

. 318. (Paragraphs 114-119.)-We recognise that in addition to the foregoing proposals it 
will be necessary to continue for some period after the war some portion of the control of home 
and foreign· trade imposed during the war, in order particularly to secure to the country adequate 
supplies of foodstuffs and raw materials for industry and their fair distribution. But we recom
mend that the restrictive measures which jt may be necessary to continue should be kept within 
the narrowest possible limits, and, wherever practicable, the trades concerned should be entrusted 
with the working of the control under Government authority. The policy of the Government 
should be directed towards the restoration of normal industrial conditions within the shortes"t 
possible time. We are strongly of opin{on that State control of, and restrictions upon, industry 
arising out of war conditions will be found to be detrimental under normal conditions and should 
be removed so soon as possible after the conclusion of peace, due regard being had to the circum-
stances of each particular case. .. 

Chapter IV.-(The Supply of Materials.) 

319. (Patragraphs 122-123.)-The experience of the war has shown that the United Kingdom 
and the British Empire as a whole are dependent upon foreign countries for a large number of 
raw materials which are not p~uced at all within the Empire, or are only produced on a scale 
altogether incommensurate with our requirements. 1V e do not think that any attempt to make 

·the Empire self-supporting in respect of them all would be either practicable or economically 
sound, but that a selective policy will be necessary ,....._which shall have regard to relative im
portance, whether industrial or military, and to the sources of supply and the likelihood of their 
disturbance in time of war. · 

320. (Parag1·aphs 124-126.)-We doubt if the propoSals of the Dominions Royal Commission 
(Cd. 8462) for the establishment of a single Development Board to deal with this problem and 
with certain other matters is immediately practicable, and we think that it would be possible to 
make more rapid progress by dealing separately with a number of special commodities or groups 
of commodities. 

321. (Patragraphs 127-128.)-We refer to.the recommendations which we have already made 
for the establishment of an Intelligence and Advisory Bureau, 

(a) For securing the detailed and systematic collection, examination and dissemination of 
information as to the needs and resources of the Empire in respect of Minerals and 
Metals of economic and military importance, an_d 

(b) For framing proposals for submission to the proper authorities as to the co-ordinatjon 
of existing surveys and investigations and any extensions thereof which may appear 
expedient. · 

We have further suggested that in certain ca~es it should be the duty ~f the organisation 
thus proposed to consider if any deposits of Minerals not adequately worked, or any new deposits 
unlikely to be adequately worked without some kind of Government assistance, are of such mili
tary importance or likely to become of such economic importance as to warrant Government aid 
in their development, and if so, to frame recommendations for the consideration of the particular 
Government of any part of the Empire which may be concerned. 

322. (Paragraphs 130-135.)-We note that the Board of Trade have already set up a Com
mittee to investigate the question of the supply of Cotton within the Empire in a similar manner, 
and we recommend that special enquiries sho.uld be instituted on these lines as regards each 
commodity which may be selected for treatment on the principles which we have indicated. 
The object to be kept in view should be that the Empire may be capable m an emergency of 
being independent in respect of the supply of every essential commodity of any single foreign 
country or possible combination of foreign countries. 

· 323. (Paragraph 136.)-"'\Ve fm·ther recommend that in these enquiries advantage should be 
taken of the organisation which already exists at the Imperial Institute, and that a small inde
pendent committee should he appoint.e(i to consider to what extent and in what manner the 
Institute can be made mor~ effedivc for the purpose. 



61 

324. (Paragraphs 137-139.)-As regards Alien interests in the sources of supply '!~thin t~e 
Empire we think that some Governm~mt control, which may take various .fo~s nccordn:rg tot e 
circumstances of each case, will be necessary in future in respect of a limited num~er of con;t·_ 
modities of vital military importance. Apart from this limited class of cases we thiD;k that It 
would be unwise _to aim at the exclusion of foreign (other tha~ present enemy) capital from 
sharing in the development of the material resources of the Empire. 

325. (Paragraphs 140-141.)-We recommend that legislative powers should be taken to 
secure:·- - · ld' · · 

(a) Complete disclosure, so far as is practicable, of the extent of foreign ho mgs m any 
particular case ; . . . . 

(b) That Mineral and other properties are not secured by foreign ~~cer~s m order to 
prevent the development o.f ~hose properties an~ to. check competitiOn m supply; and 

(c) That in the case of commodities of great Impenal Importance tJ:te local Governm~nt 
concerned shou1d have some measure of control over the workmg of the properties. 

These principles, if accepted by the Gov~rnme~t, sh~uld be brought :under the ?onsidera~ion 
of the Governments of other parts of the Empue, w1th a VIew to the adoptiOn of a umform policy. _ 

Chapter V.-(Essential Industries.) 
326.' .(Paragraphs 142-144.)-We refer to the det.ailed reoommendat~o.ns co~tained .in our 

Interim Report on Essential Industries as regards certa;m selected commodities whwh, whilst the 
branchesof in~ustry engaged th;rein are not ~f s"?ch ma.gnitu~e as the gre~t. staple -tra~es, are 
essential to nahonal safety, a_s bemg absolutely mdispensable to Important British mdustr1es, and 
were supplied before the war entirely or mainly from present enepy sources or from sources under 
present enemy control. 

321. (Paragraph 145.)-We reproduce the proposals made by us in tha~ Report for the 
establishment of a Special Industries Board charged with the duty of watchn;1g the co:urse of 
industrial development, and or framing from time to time, when necessa17, either on Its own 
initiative or on the application of interested departments or persons, detailed schemes for the 
promotion and assistance of industries concerned with the production of commodities of the 
special character indicated. 

Chapter VI.-(The Treatment of Aliens in respect of Commercial and Industrial Occupations 
and Undertakings in this Country.) 

328. (Paragraphs 146-148.)-\Ve state that in our opinion it would not be desirable-to 
impose any special restrictions on the participation of aliens generally in commercial and 
industrial occupations in this country. In the limited number of cases in which some restrictions 
or safeguards may bP. necessary, adequate security can, as a rule, be ensured by requiring dis
closure· of the facts. 

329. (Paragraph 149.)-There are, however, a few occupations such as those of Pilot and 
. Patent Agent which should be confined to. British-born subjects in view of the special oppor
tunities which they afford for the obtaining of info~mation affecting pational security. 

330. (Paragraph 150.)-Consideration should be given to the question whether Foreign 
.Commerciai Travellers ()perating in the United Kingdom should not be registered and required 
tQ hold licences for which fees would be charged, which could, however, be remitted in the case 
of travellers representing firms of such countries as do not impose dues on British Commercial 
Travellers. 

331. (Paragraphs 152-153.)-The registration of title to property should be made com
pulsory over the whole of the United Kingdom, and such registration should involve a declaration 
of the nationality of the owner or transferee, ill order to enable the Government to decide whether 
in any particular case national security requires the expropriation of foreign interests. 

332. (Paragraph 154.)-We are unable to support the proposal which has been made that 
every limited Company should be required to include in its annual return to Somerset Hou;o~e a 
statement of the amount of its stock or shares held by or on behalf of aliens, but we recommend 
that the Board of Trade should have power to make an investigation in the ca.se of any particular 
company in which, on grounds of national safety, control might be undesirable, and in whi<"h 
there is prima facie ground for suspecting its existence to an undue extent. 

. 333. (Parr;-g1·aphs 155-15~.)-We think that it ;would be unwise to enter-on a policy of check
mg the establishment or contmuance of the agencies or branches of Foreio-n Banks and Insur
~nce Companies in thi.s count;y, but that for reasons which we specify the; should be requirea 
m future. to t.ake out annual licences for which a small fee should be paid. "'-e also recommend 
th\lt foreign msurance companies should be required to make a deposit proportionate to the busi
ness. done by them, and .that close attention should be given by the Inland Revenue Authorities. to 
the Importance of securmg that foreign banks do not evade payment of the British Income Tax. 

. . 334. (P~ragrap~t ~57.)-'Ve consider that for a period after the war it ~ill be necessary to 
Impose sp'ecial restriCtiOns ~pon thP. .su~jects of .t~e present enemy countries. and that this can 
best be done by means of strmgent permit and pollee regulations. 

. 335. (Paragraph 158.~-Subj~ct to the last men'tioned safeguards we do not 'think that it 
w1ll be necessary or practicable, except possibly for a short period in special cases, to attempt 
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to prevent pr"esent ene~y subjects fro~ e~t~blishing agencies, o~ holding int~ere~b: in ~ommt:>rcial 
or indnstrial undertakmgs generally m this country. In parhcular we tlunk that 1t would be 
impracticable and inexpedient to impose any restrictions or discriminations as regards the use of 
London credit or of London insurance or reinsurance facilities. 

Chapter Vll.-(lndustrial and Commercial Organisation.) 
336. (Pamgraphs 159-161).-We point out that, notwithstanding the f:trength of the 

United Kingdom's economic position, there is a widespread feeling that a reconsideration of Gur 
industrial and trade orgariisaJion has become necessary in consequenf'e of the increasing intrnsity 
of foreign competition, based largely upon a system of combination in respect of production 
and distribution which has hitherto made comparatively little progress in the Unitecl Kingdom. 
·while there is. a danger that consolidation ann combination may not only tend to diminish that 
individual initiative and enterprise to which the progress of British manufachu:e and industry 
has been largely due, but ·may also be carried to a point at which it becomes inimical to the 
general int-erests o:f the country, we agree generally with the opinion that in some important 
directions the individualistic ·methods hitherto mainly adopterl should be supplemented or 
entirely replaced by co-operation and co-ordination in respect of (1) the securing of supplies of 
materials, (2) produr.tion (in which we include £tandardisation and scientific and influstrial 
research), and (3) ·marketing. 

337'. (Paragraphs 164-165).-As regards associations for general trade purposes, it is, in 
our opinion, very desirable. that in all important British industries there should exist strong, 
comprehensive an~ we~l organised associatio:r:ts which should be clearing houses of information of 
common interest, and should be competent to voice the opinions and needs of their respective 
trades as a whole. 

338 .. (Paragrqphs 166-17'3).-As regards combinations fm·· the regulation -of trade we 
describe briefly the forms ,which these have taken in the Un~ted Kingdom, and the extent to 
which they have been carried, a·nd we point out that their development in the United Kingdom 
during the two decades preceding the war was far surpassed by the corresponding movements in 
the United States and Germany which in the former case have been chiefly in the direction o:f 
actual -consolidations and in the latter case have taken the form of terminable combines or 
" cartels." 

339. (Paragrapl.s 174-17'5}.-We are o:f opinion that every encouragement should be given 
by the Government to the :formati-on -o:f combinations of manufacturers and others concerned t-o 
secure supplies of materials arid that, where it appears expedient that the control of mineral 
deposits in foreign countries should be obtained, aU practicable support should be given. 

340. (Paragraphs 176-180).-In regard to production we think that the constructive artion 
must come fr.om the industries themselves, and we hope that the development may be assisted by 
the policy of the Department of Scientific and Industrial Research, to which we refe1;, by 
co-operation amongst manufacturers in respect of munitions and other military and naval 
suppliesJ and by combination in respect o:f marketing. · In order to facilitate the necessary 
organisation of many industries on a larger scale than has been the case in past ·years we recom
mend that an authority should be set up which should have the right, after inquiry, to grant 
compulsory powers for the acquisition of land for industrial purposes and the diversion or 
abolition of roads or footpaths. We also recommend that there should be a judicial body with 
compulsory power.s to deal with the question of wayleaves required for the clevelopmrnt of 
mineral royalties anci the economical working of collie:;ies and mines. 

341. (Paragraphs 181-184).-We recognise that the formation oforg11ni:mtions for marketing 
in respect of overseas trade will stimulate the creation of combinations for the control of domestic 
sales. \-Ve believe, however, that such development is not only desirable in some ca~es. but 
practically inevitable under modern conditions, and that the attitude of public opinion, of local 
authorities and the State, which has hitherto been antagonistic, must be modified. "\Ye considrr 
:rp.oreover that, so far from being adverse to the interests of labour, combinations of employers 
are on t~e whole beneficial to the workers in the trade affected in respect of rates of wages, 
steadiness o£ employment and other matters. 

342. (Paragraphs 185-188).-We think that it would be inexpe1lieut for the Government to 
enter upon any policy aiming at positive control of combinations in this country, bu~ that it is 
desirable that some means should be devised for securing to a responsible Governuwnt Depart
ment adequate information as to the formation of combinations and 1.hat }Jrovi-.ion ~houl.l be 
made for State investigation in special cases. At the same time we think that f'omhinations 
should, where ne~essary, be legalised so as to be enforceable between members. 

343. (Paragraph 189).-"\Ve accordingly recommend in this connection:-
(a) That it should be a legislative requirement that all international combinatiom or 

agreements (or combinations or agreements which are made directly or in<lirPdly on 
behalf of foreign interests) to which Briti,h companies or firms arP parties, made 
for the regulntion -of ihe nrices of goo(h or senices, or for the delimitation of 
markets, -,hould .be registered at ihe Boarrl of Trade hy the Briti-h persons, firms or 
companies concerned, with a statement o£ the nnme.> of all the partie,; therPto and 
of the general -nature and object of the combination or ngreement; anc1 that all 
modifications of such agreements and all adhesions and withdrawals should also be 
notified. ' 

.. 
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(b) That-it should be optionalJor the parties to a~y-combination or agreem.ent b~tween 
British firms having for its object joint marketing armngements, e1th~r ~n ~he 
United Kingdom or abroad, or the regulation of prices or output, or the dehm1t~hon 
of markets to reo·ister such combination or agreement at the Board of Trade, with a 
statement 'of th~ names of ·the parties thereto, and as to its general nature a?d 
object; and that such steps as may be necessary should be taken to ma.ke ~ny pnce 
or other marketinO' anano>ements made by or resulting from combmahons and 

·agreements so regi~tered e~~orceable at law as between t~e parties th.ereto. 
(c) That in order that the Board of Trade may be able to keep Itself fully mformed as to 

the nature extent and operations of industrial combinations in the United King
dom or of 'international combinations of which British firms, companies or associa
tions form part, that Department should have power to call upon ind~vidual 
consolidations or combines from time to time to furnish for its confidential use 
such information as it may require. 

Chapter Vlll.-(F'inance and lnd,ustry.) 

34:4. (Paragraphs 190-198.)-As regards the question of Financial Facilities for Trade we 
refer to the recommendations of the Special Trade Committees and to the Report of the Committee 
appointed by the Board of Trade which led to the establishment of the British Trade Corporation, 

'and we summarise the evidence which we have received as to the general objects of the Corpora
tion and the work which it will undertake. 

345. (Pamgraph~ 199-200.)-vVe deal with a scheme which has been placed before us for the 
establishment of an Imperial Bank of Industry under the guarantee of the United Kingdom and 
certain Dominions and Colonies. vVe are unable to recommend the adoption of this scheme. 
In our opinion the financial needs of British industry are likely in normal circumstances to 
receive better examination and to be met in a. more elastic and effective manner under private 
banking enterprise than by means of a State-controlled institution. · 

346. (Paragmphs 201-202.)-vVe recognise that the satisfaction of the urgent demand which 
will arise after the war for capital for the re-establishment .of industry on a peace basis will be 
IJrofoundly affected by the policy of the Government in regard to taxation, the currency and 
the maintenance of the foreign exchanges, and we recommend that these matters should be the 
subject of early enquiry by the Treasury in consultation with representatives of banking and 
commerce. As a general rule we think it undesirable th:;tt the State should itself attempt to 
provide capital for industrial purpose~. 

347. (Paragraphs 203-204.)-"\Ve think that the existing control of capital i~sues should be 
relaxed as rapidly as circumstances permit, subject to further consideration :liS reganl.s loans to 
foreign Governments or States. 

. ' . 

348. (Paragraph 205.)-In our opinion the remedy for the shortage of capital·after the 
war must be sought mainly in the increase of production and saving. The attainment of t)lese 
objects can be appreciably affected by the avoidance Df unnecessary and wasteful expenditure by 
the State itself and by the extension of the taxation of luxuriesl 

349. · (faragraphs 206-211.)--The most important permanent instrument of taxation, both 
from the point of view of revenue and as regards its effect upon production and the scale of 
perso11al expenditure will, however, continue to be the Income Tax. "\Ve draw attention to the 
observations of the Special Committees upon the inadequacy of the allowances now allowed for 
depreciation and wear and tear of machinery and plant. 'V e are of •Jpinion that depreciation 

· should be allowed for Income Tax purposes on a·n adequate scale according to the circumstances of 
each case, and we recomm~md that immediate steps should be taken for this purpose by the· 
Treasury. Having regard t{) the far reaching effects of the tax at its present high level upon 
industrial reconstruction we strongly urge that the principles upon which it is based should be 
fully revi~wed at the earliest possible date, with a view to enabling the State to raise a revenue at 
least as large as at present with-less individual hardship and less damage to pmcluctive industry. 
The enquiry should inclmle consideration of the Death Duties. · 

Chapter IX.-,(Fiscal Policy.) 

350. (Paragraphs 2.12-216.)-Upon reconsideration of this problem as a whole in the light 
o"f the experience of the 'Var, we lay down the following propositions as to the bases of future· 
British economic policy in this connection:-

1. So~e Govemn~ental ~ction shoul.d be ta!,en to promo~e and saf~guard the development 
~n the :Umted K.~n~dom of mdustnes of a specwl Dr "pivotal" character (i.e., 
mdustr1es on wlilch other and larger branches of industrial production of sub
stantial national importance are dependent), or which whilst essential for 
munitions purposes, are not of sufficient commercial imp~rtance to ensure their 
development with such State assistance. 

2. ~orne Government assistance should be given to industries, other than those mentioned 
abo~'e, wh!ch are important for tl~e main~enance of the industrial position of the 
pmt.e~l Kmgdo~, wher~ such as~Ista.nce Is proved to be necessary because of the 
mab.1hty of th~ ~ndu~tnes to mamtaiJ?- or develop themselves by reason of undue 
foreign compehbon, madequate supphes of raw materials, or any other causes. 
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3. A serious attempt should be made to meet the declared wishes of the Dominions and 
Colonies and of India for the readjustment and development or. their economic 
relations with the United Kingdom. 

4. An effort should also be made to develop trade between the British Empire and our 
Allies. 

5. Subject to agreement with our Allies in the matter, present enemy countries should not, 
for a: time at least, be allowed to carry on trade with the British Empire in the 
same unregtricted manner as before the war, or on terms equal to those accorded 
to Allies or Nentrals. 

351. (Paragraphs 211-236).-After dealing with the question of ':dumping" (by which we 
understand the sale of goods in a particular market at prices lower than those at which the goods 
nre currently offered in the country of manufacture), we discuss the proposal that these objects 
should be -sought by the establishment of a comprehensive tariff scheme covering the whole range 
of imports into the United Kingdom; but for reasons briefly summarised below we do not think it 
necessary or expedient to adopt this proposal : -

1. A claim for protection cannot, in our opinion, normally be 1·egarded as valid, unless the 
industry which makes it can show that in spite of the adoption of the most efficient 

. technical methods and business organisation it cannot ma_intain itself against foreign 
,competition or that it·is hindered from adopting these methods by such competition. 

2. There a,:-e ·some large branches of production, such a.s the main branches of the cotton 
trade, in which there is no demand for any measure of protection. 

3. The primary object of State policy should be the development of industries of import
ance to the national security and well being, and any State action directed towards 
the indiscriminate maintenance of a number of industries which do not contribute 
appreciably or at all towards the increase of the national wealth would, we think, 
be economically unsound. 

4. Any State action likely to raise prices, even temporarily, for any commodities of 
national importance, should be confined within the closest possible limits. 

5. It is of paramount importance that our export traae should not be hampered by any 
policy, which might unduly increase the cost :of production in this country, as 
compared with the cost in other countries; and a more limited tariff could be used 
equally well, though not so extensively, for granting ID].perial Preference and also 
for the purpose of negotiation with foreign countries. "\V e direct attention t.o the 
expediency of considering measures of Imperial Preference other than the im
pos,ition of diffei:_ential Custom duties. 

352. (Paragraphs 231-~54).-Accordingly the conclusions to which we come after examina
tion in detail of the main considerations involved are:-

1. The producers of this country are entitled to require from the Government that they 
·should be protected in their home market against "dumping" as previously 
defined, and against the introduction of" sweated" goods, by which term we under
stand goods produced by labour which is not paid at Trade Union rates of wages, 
where such rates exist in the country of origin of the goods, or the current rates of 
that country where there are no Trade Union rates. We recommend that action be 
taken in regard to "dumping" on the lines (though not necessarily in the precise 
form) adopted in Canada. · 

2. Th<>se industries which we have already described as " key " or " pivotal " should be 
maintained in this oountry at all hazards and at any expense. 

3. As regards other industries, protection by means ·of Cust<>ms duties or Government 
assistance in other forms should be afforded only t<> carefully selected branches of 
industry, which must be maintained either for reasons of national safety or on the 
general ground that it is undesirable that any industry of real importance to our 
economic. strength and well being should be allowed to be weakened by foreign 
competition, or brought to any serious extent under alien domination or control. 

4. Preferential treatment should be accorded to the British 0Yersea Dominions and 
Possessions in respect of any Customs duties now or hereaftPr to be imposed in the 
Unite.d Kingdom, and consideration should be gi~en to other forms of Imperial 
Preference. 

5. As regards our commercial relations with our present Allie!'~ and neutrals tlH' denuncia
tion of existing Commercial treaties is unnecessary and inexpedient, but thf' present 
<>pportunity should be taken to endeayour to promote our tr:tde with our Allies, and 
consideration should be given to the possibility of utilising- for purposf's of neg-otia
tion with them and present neutrals any duties which may be imposE'd in accordance 
with the principles laid down above. 

353. (Para,qraph 255}.-In Yiew of the danger that the admission of the principle of Pro
tection, eYen to a limited extent, m~v giYe rise to a wide-spread demand for similar· assistance 
from <>ther industries, and consequently to an amount of political pressure which it ma:v- be Yery 
difficult to resist, we further recommend that a strong- and competent Board, with nn indf'pendent 
status, should be E-stablished to examine into all applications from .industries for State assistance, 

• 
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to· advise IIis ":Majesty's Government upon such applications, and where a case is made out to 
frame proposals as to the precise nature and extent of the assistance to he given. Before recom
mendin{'P tariff protection the Board should consider forms of State assistance other than, or 
concurr~nt with, protective duties, and it should have constantly in mind the safeguarding of the 
interests of consumers and of labour, and should make recommendations as to the conditions to be 
imposed for these purposes. · 

Chapter X.-(Weights and Measures.) 

354. (Paragraphs 256-281).-We have considered numerous suggestions for the alteration 
of our existing Weights and Measures and in particular the proposal for the compulsory 
adoption in this country, after a short interval of notice, .of the Metric System. \V e are unab~e 
to recommend the adoption of this proposal. We are not satisfied that on the whole the 
Metric System is theoretically superior to our present system. The main practical advantages 
claimed for • the change are saving of time in education and the conduct of domestic trade 
and the gain to our export trade resulting from international uniformity. Upon a review 
of the probable effects of the change upon British trade as a whole, we are satisfied that these 
results would not be obtained for a very long period, if ever. In our opinion an attempt to make 
the use of the Metric System universal and obligator'y in this country would cause great loss 
and confusion at a particularly inopportune moment for the sake of distant and doubtful advantages, 
and, so far from assisting in the re-establishment of British trade after the \Var, woulcl 
seriously hamper it. 

355. (Paragraph 288).-We have also considered proposals for the simplification and 
decimalisation of our existing weights and measures, but we do not think that compulsory legislation 
for this purpose would be expedient or would be likely to be effective at .the present time. We 
recommend, however, that continued efforts should be made towards the simplification which has already 
taken place to a considerable extent in the teaching of weights and measui.-es, and that Government 
Departments and other public Authorities and trade organisations should bear constantly in mincl 
the importance of promoting a corresponding simplification in the actual conduct of trade. We refer 
also to the importan~e, already widely recognised, of using decimal ·subdivisions of our basic 
units, and of replacing, wherever possible, the present hundredweight and ton by the cental 
of 100 pounds and .the "short ton" of 2,000 lbs. . 

Chapter XI.~Coinage.) 

356. (Paragraphs 290-294).-The proposals for the introduction of a decimal system of 
coinage are often closely connected with the question of Weights and Measures, but the decision 
must be settled upon somewhat different considerations. The change involves at least the altera. 
tion of the pound sterling or of the penny, and the majority of us are convinced that the advantages 
expected are insufficient to justify the risks which would be involved. We deal with the main 
propqsals placea before us which adopt as a basis either the existing penny or the pound sterling. 

357. (Paragraphs 295-300).-Amongst the former we have considered a scheme for the 
introduction of a British dollar of 100 halfpennies. This scheme is open to the objections that it 
would involve the alteration of our existing silver currency and would actually diminish the extent 
of the uniformity which now prevails in regard to currency in the British Empire. The main 
consideration, however, by which we are led to reject this scheme as well as other schemes 
which are based ·upon the retention of the penny is that, in our opinion, they all lead in fact to the 
abandonment of the sovereign as the standard and working unit of inte.rnational exchange. Any such 

·abandonment, even in name only, would, we think, be fraught with risks which it would be 
unwise to·incur. 

358. :Paragraphs 301-312.)-The proposal now supported by the Institute of Bankers, tht 
Associated Chambers of Commerce and the Decimal Association is the decimalisation of the 
sovereign which would consist of 1,000 mils, the mil being worth 4 per cent. less than the existing 
farthing. While it would not promote either the unification of the existing coinage systems of the 
British Empire or the adoption of an international currency, this proposal offers considerable 
conv.eniences in account k~eping, especially in the case of banks and large commercial firms. But 
apart from certain. secondary objections, the crux of the question is the alteration of the value of the 
penny, and, having regard to the magnitude of the disturbance which this change vyould cause in the 
lives of the great body of wage· earners, retail shopkeepers and their customers, we are satisfied that 
the introduction of such a change wbuld be inexpedient at a time when the social, industrial and 
financial organisation of the country will be faced with numerous and exceptional difficulties. 

359. We desire to place on record our deep sense of the great obligations we are under to our 
Secretaries, Mr. Percy Ashley and Mr. G. C. Upcott. They have served .us in a most efficient 
manner all through our inquiry, and have discharged the_ duties entrusted to them with great zeal 
and ability, and with a sincere desire to help us in every way open to ther_n. , 

. 22243 
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Ungrudging assistance has also been afforded to us throughout our inquiry by the Board of 
Trade, and particularly by the staff of the Commercial Reconstruction Section of that Depart
ment. We wish especially to acknowledge the value of the work done by Miss B. C. Vincent in 
preparing material for our consideration, including summaries of the numerous representations 
to which we have referred in Chapter I. 

We have the honour to be, 

Sir, 

Your obedient Servants, 

(Signed) BALFOUR OF BURLEIGH (Chairman). 

PERCY ASH_LEY, }·Secretaries. 
G. C. UPCOTT, 

3 December, 1917. 

ARTHUR BALFOUR. 

HENRY BIRCHENOUGH. 

*ALFRED BOOTH. 

COLWYN. 

tFARINGDON. 

H. GOSLING .. 

tC. 8. HENRY. 

§C. G. HYDE. 

**W. S. McCORMICK. 

ALEXANDER McDO-WELL. 

tGERARD A. MUNTZ. 

ADAM NIMMO. 

tCHARLES A. PARSONS. 

"\VM. PEARCE. 

·ttARTHUR F. PEASE. 

"}V. E. B. PRIESTLEY. 

J. A: ROXBURGH. 

§§G. SCOBY SMITH. 

# Subject to Reservation as regards Chapters ill. and IX. (page 68). 
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REsERVATION BY LoRD FARINGDON; Sm CHARLES HENRY, Sm GERARD MuNTZ, 
SiR CHARLES PARSONS AND Mu. SconY SMITH AS REGARDS CHAPTER IX. 

Whilst being·plea:;;ed to be.able to. attach our sig·natu!·es to the above report, we have only 
been able to do so with certain reservations. 

With most of the conclusions arri~ed at we are entirely in· accord, but in connection with 
Chapter IX, which deals with" Fiscal Policy," we find' that we are not in complete agreement 
with the majority of our colleagues. 

·we approve of the proposal to protect by a duty "Key" or ".Pivotal" industries and the 
makinO' o£ provision ag·ainst '' Dumpin(l' " but we do not consider that these measures are suffi-

"' oJ h h d' cient in themselves to meet the conditions laid down by the Paris Conference under t e ea mg 
"Permanent Measures of Mutual Assistance and Collaboration among the Allies." 

· It appears to us that it was contemplated that the Gene1·al Trade of our enPmies should be 
penalised by the imposition of Customs duties or prohibition. 

'\Ve are. of opinion that, having regard to 
1st, our desire to give economic advantages to our Allies, 
2nd, the opinion strongly expressed in our interim report that a preference should be given 

to our Colonies, and the Overseas Dominions, and 
3rd, the views of the majority of our Manufacturers, as set forth in the Departmental 

Reports, · · 
a general ad valorem tariff of 10 per cent. should be imposed upon all wholly or mainly manu-
factured article~ imported into the United Kingdom. . . 

The Reports of several of the Departmental Committees appointed by the Board of Trade are 
summarised on pages 9 to 20 of our report, and it will be noted that the following industries 
emphasise the necessity for a tat:i:ff :-

The-'Iron and Steel Trades, 
The Engineering Trades, 
The Electrical Trades, 
Tlie '\Voollen and Wor.sted Indus try, 
The Carpet 'Associations, 
The Silk Industry, 
The Linen Industry. 
The Lace and Embroidery Tra-des, 
The Cotton Hosi~ry and Fabric Glove Industries, · · 
The Non-ferrous Metals Trades re Manufacturea Lead. 

The only trades reporting against a tariff are :-
The Cotton Industry, for the reasons given on page 16, 
The Jute Industry, provided it has a first claim on the export of Jute from India 
The Shipbuilding Industry. ' 

f t 
A~genera~ttariff ?f 10 pfer. cent. ad .vr:lorem wo'?ld have the effect of giving the home manu- 1, 

ac u~,r secu? y agamst un air competitiOn. and this would encourage him· to increa.~e his output·' 
by t~ e ~recb<?n of the most modern machmery 'and plant, thereby reducing his oosts ar 
chea<enmg his products to t~e consumer wh._il.st enlarging his capacity 1<:> employ labour. rr., 

1.a 
secuelty .would .also ;es~lt 1ll greater ~tabihty of prices, it would lead to the stock-j.. IS 
standardised articles m times of dep~ess10n and thus to ~ certain exte!lt avoi~ trade '.~,; -1' ng ~! 
and _consequent unemployment, and It would attract capital to home mdustrl'll und~-· ~ ~lmps 

Ttr · l . . h . · ·takmgs. 
. n e are a so. of opmion t at .s"!ch a .tariff would encourage industries in f" · r • • 

f misc~llaneous arbcles and commodities whwh before the ·war were mainly impoy('jmechon With 
provide employment for the largely increased number of female workers ~/h eel, and thereby 
become. ~ccustomed to mecb.anical labour. //'WJ 0 wve recently 

, We do not ven.ture to express an .opinion as to whether a lQ per ci:mt •.. /z . z , . 
prod ':Ice a substantial revenue; experience, however, ·of a similar tarj~ ;~'Ia(!, '!;.am em tar1ff would 
that .I·t has. undoubtedly given go<;>d net~esults; but i£ the advam ·poo11f·h Inch.a and Egypt show~ 
detailed, 1t would be fully justlfie even 'ii: 'tL.'e vield to fl-. ... ~..f-'j~ h 0 our trade are those above 
res";llting general prosperity would ~iden the .pos~fb'te''tlelct':;jr ta:acf equer, were. sma.n,. and the 
tariff suggested would enable a si nple system -o£ drawbacl t b Iond. . The s1mphe1ty of the 
re-export trade. · , \S 0 e ev1sed :i'n respect of our 

'\Ve do not suggeEst the imposition of any additional t ':f:I . · 
upon raw materials-that is, mater tals unon which I' ttl ari 1-s boupon foodstuffs, or any tariff 

'\V d- S · · . ·. · - I e OJ: 110 a ur has been exnendecl 
e regar ubs1d1es and'Boun ;Ies as economically unsound. - , · 

To sum'l1p :- · 
'\V e are of opinion that the sm.all tariff we advocate . 

and would also . 1 w~uld be benefi.CJal to our lJOme trade 

1st. Enable us by its reduction or remission t · . 
Dotninions Overseas; ~ · · 0 give preferenbal treatment to the British 

2nd. Give u,'! the means of !migotiating comm · 1 
3rd; Provide the wherewittal for bargainin(l' er~~~ .Narrangements with our Allies; 

22243 n Wl eutrals. 

1!" 
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A general tariff o£ 10 per oent. reduced as it would be by the concessions above referred 
to, would not be "protection" in the sense that that term, is ordii).arily applied and would not 
~ecessitate Government control or interference, which invariably has a blighting effect upon 
industry. 

(Signed) FARINGDON. 
CHARLES s. HENRY. 
GERARD A, MUNTZ. 
CHARLES A. pARSONS. 

G. ScoBY SMITH. 

REsERVATioN BY SIR ALFRED BooTH As REGARDs CHAPTERs III. AND 'Ix. 

I regret that I have to dissent from the recommendations ma.de in Chapters III. and IX. 
Imports from present enemy countries.-! was unable to sign the Interim Report on this 

. subject for the reasons which I now repeat:- ' 
1. Prohibition of imports from enemy countries, except as a continuatio_n for a very short 

• time of war regime, could not in practice be insisted on as a condition of peace. 
- I£ satisfactory terms can be secured in every other respect, including disarmament 

and indemnities, it is difficult to suppose that the country would be willing to go on 
fighting for prohibition alone. There can be little doubt that our Allies would be 
opposed to such a policy. 

2. P1·ohibition of imports could not be maintained effectively for such a long period as is 
recommended in the Report. The premium on evasion would be too high, and it 
is admitted that the best system of Certificates of Origin cannot be made watertight. 

3. The Report admits that prohibition could not be made absolute but should be qualified 
by ,a system of permits to import under licence. There are grave commercial and 
political objections to a system whereby the power to grant licences would be 
entrusted to a Government department. I£ it is intended that Parliament should 
determine what articles should be exempted 'from the prohibition and under what 
conditions their importation .should be allowed, then the recommendation of a 
licensing system is merely an evasion of the difficulty. 

My objections to the recommendations in Chapter III. with regard to the control of e:eports 
and other measures of control of home and foreign trade, and in Chapter IX. with regard to fiscal 
policy rest on wider grounds. 

Reconstructton after the war depends primarily on two factors : -
1. The amount of new capital available year by year £.or investment in industry, i.e., the 

amount of the national surplus of production over consumption. 
2. The confidence which will erect a solid structure of credit-on a well justified estimate of 

future surpluses. 
_ The first of these factors is discussed under the h'ead "Industry and Taxation" in Chapter 

VIII., but in no section of the Report is any emphasis laid on the second factor. 
The part which the State can play in helping to maintain a firm foundation of confidence on 

which the structure of credit can be ·built is of equal importance to its power of assisting in the 
creati~n of new capit~l. At the beginning of the period of reconstruction the guiding pr .. 'lciple 

ust be to avoid introducing new factors of uncertainty in commercial and industrial 8 lairs. 
b.e restoration of our currency to a gold basis is a problem the State alone can handle. Th" wise 

1~ion of this problem will of itself contribute largely to the maintenance of confidence ariJ the 
~~eat~ of credit, but, on the other hand, the difficulties of the problem will be greatly enhanced 
ii confidi;n:ce is destro~ed i~ other directions: . . 

The rW.commendahons m Chapter III. w1th regard to the control of exports and the ratwmng ... 
of raw mate1,-a:;ti.s among the Allies by a system of priority certificates is, in my opinion, an experi- i 
ment of a parl~~;':U~arly dangerous kind. No system of rationing can increase the s.upply of raw 
materials. It is':.: ~ely on the .C?ntrary to reduce the .supply as the constant eff~r~ w1ll be to .make 
use of the absence ~?I colll:pehtwn to force down prices. . I£ und~r free conditiOns a particular 
industry in this coun·,t.ry 1s unable to pay the prices whiCh foreigners can pay, there must be 
something the matter ~ _.;~~ the i.ndustry, and th~ S?oner we find it out the be~r ~nstead of bury
ing our head~ i~'.th~ sand:, ·~!~_Is system of rati~.n~ng mu.-<>t _-prQduc.e e~dless fr1et.10n between t.he 
Allies and willmeVItll.·bly brt ... :" d_(lwn so~~er OJ' 1iit~r, but .mbanwh.Ile mdustry '!Ill hav~ been set 
going on an artificial.basis of ~sts a~~ will o~ly set 1tsel~ ~g~:t a~am a~ter a ~amc and widespread 
distress. The best time for mdustry to strike out for Itsel . will ~e ImmNhately after the war 
comes to an end, when optimism will be at its height, ra~ er than a few :years later when t~e 
inevitable reaction will have set in. If State control of m~lustry on t.he lmes recommended Is 
continued after the War there will be a strenuous fight tG stre·n~;rthen the hold. The attempt will 
fail, but only after the in~ic~ion of g~at suffering on th~ wot·kmg classes of the country. If, on 
the other hand industry 1s told that It must look after Itself as soon as peace comes, I have not 
the slightest do'ubt that it will be able to do so and to create for itf;elf whatever new machinery it 
may :find necessarv. · , · 

The recomm;ndations in Chapter IX with re!l'ard to fiscal policy appear to me to be of the 
kind most calculated to create uncertainty and de&troy confidence. A low general tariff covering 
the whole ran()'e of manufactured and semi-manufactured articles would he less open to objection 
on this grom~d than the reCommendations of the Committee, pf:ovided such a tariff could be 
created by a wave of the wand. and we should probably be surprised to find what little difference 
a tariff o:f this kind would make in the total production o:f the Uhited Kingdom, e-ither for good ... -
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or evil. But a tarifi cannot be imposed in this way, particu~arly not a tar!ff of the kind· reco~
mended by the Committee. It would have to be th~ashed out and deba.ted m the countr:y and l,Il 
Parliament and even then there would be no finahty. For months, 1£ not for years, mdustry 
would be left in a state of paralysing uncertainty. . . 

It is recognised by the Committee that Parliament would. never grant p;otectwn w1thout 
safeguarding the interests of. oonsumers and o~ labour. In plain langua&'e .this .mea:p.s that the 
price of protection must be State control of prices and wages. In my opmwn, mdustry cannot 
a-fford to pay such a price. 

(Sign,ed) ALFRED BooTH. 

RESERVATION BY SIR_ CLARENDON HYDE AS REGARDS CHAPTER IX . 
. I dissent from oonclusion ·No. 3 in paragraph 254 and .from so much of the text as leads up 

to and supports that conclusion. . 
As regards .such of our staple industries as may properly require special help from the 

Government, I fail to see that .such assistance could be properly rendered by means of tariffs. 
Those staple industries only can claim to be deserving of support in the interests of the nation as 
a whole, which, being oonducted efficiently, with the best appliances, and with the best com
mercial methods, fail to achiev-e a reasonable profit. No instance has been adduced to us of such 
a staple industry in such a condition. The application of a tariff for the protection of such 
industries would inevitably have the result of supporting those manufacturers in the same 
industry, wh.ose works and methods failed to respond to modern requirements. Taking as an 
instance the iron and steel trade of the country, it appears to be evident from the report of the 
Departmental Committee and the evidence adduced before u.s, that the trade as a whole is without 
organisation for the oo-ordination of production, and the works a.s now existing throughout the 
United Kingdom are., in the main, of too small a character, with too limited an output, and with 
insufficiently modern plant, to hope to oompete permanently on their present lines against the 
large units and modern works of the United States and Germany. In such cases it appears to me 
that manufacturer:;~ should be enoouraged to combine for purchases of raw materials, for regu
lating production, 'for organising export sales, and especially for the purpose of constructing new 
works on a large scale, capable of big outputs and worked on the same lines as those in competing 
countries. 

The introduction of anti-dumping legislation wh~ch we re~mmend will, I think, supply all 
the help needful for our staple trades. If they fa1l to ·contmue profitable in the absence of 
abnormal oonditions, they must, I feel sure, ultimately tend to disappear. I reject this contin- \ 
gency as unsuppor_ted by the facts adduced. Our .s~aple trades ca~not, I a?l conv~nced," be \ 
bolstered up by tariffs. I£ they prove themselves mor1bund, as to whiCh· there 1s no evidence it 
may beoome a question whether in the interests of national safety and to the extent needful the 
Government should not supp~rt them as " essenti~l " · i~dustries with consequential supervision . 
and control. Unless and until such a state of affairs arises I feel sure that the best interests of 
the oountry and of trade are served by the oompetitive inde~endence of our staple industries and 
that on s1teh a basis only can we expect the maintenance and progress of our export trade. ' 

·. . , · (Signed) C. G. HYDE. , 

I 
RESERVATION Bl:. SIR !V'ILLIAM McCoRMICK AS REGARDS CHAPTER IX. . ./ 

. . As represent.ing the Department of Scientific an~ Ind~strial Research. on this ~o~mit+ {e I 
desire that my signature should not be regarded as 1mplym0" any expressiOn of opm10:ri ~-~ th 
matters dealt with in Chapter IX. of this Report. t:> /~ on e 

\ (Signed). W. S. 1f~zCORMICK. 
··•·. . ;)'' 

. REsERVA;·!o~;.nY MR. A. F. PEASE AS REGARDs CHAPTERS IX.' AN/xi. 
I am glad to be able to 'sign the Report with certain reservations. / 
As regards Chapter IX. •;,. regret that I am unable to ooncur in the ,0' 1· · t f th · 

paragraph 227 as I believe the p<JHcy would be gravely detrimental ·-'-::.::1 otc dswfntshe. or In 
since it would entail most of the'·a'lan\ag~'i CJf a general tariff..-a.fcf- ~~e ~a e ~f Is coufnthry 
advantages. In my judgment there are only t~o ''tit'Jrl \r:!.lb'l~' p7 oli.cl'es ther ew,tl anyt·' 0 the 

t . f f · rt t f · .P -··J"' , e one o con 1nue t e prac we o ree 1mpo s excep or str ctly revenue purposes and the oth to · 1 
· tariff. er Impose a ow general 

'l'he disadvantages <;>£ the :propose
1 

scheme are as follows:_ 
(1) It would be Impossible to '!carry out effectively the pol1"c d d b h · tt .f • • f Y recommen e y t e Com m1 ee o giVIng a pre e.rence to other parts of the British E · 1 t All' · 

if the sole consideratio~ to be taken into acoount we th mp!tr~ ancf 0 our . Ies 
· industry in this countiJI-. re e posl Ion o a partwular 

(2) It would create a feeling· of anxiety and uncertaint · th 1 · 
country and prevent further capital and enterpri h .m e itap de t~ades of this 
manner in which a trade oould obtai . t se emg emp oy.e '· smce the only 
in forma pauperis. · · n assis ance would be If 1t could apply 

(3) It would be diffieult., if not impossible to car t · · 
~here are times of depr ssion when' it oou~ bu h practice.. ~n .all oux: large trad~s 

. _oss or at any rate to e trn any reasonable r te 8 ewn th3;~ It IS 1mposs1ble to -avoid 
over a period of years the averaO'e ret e urn on capital, but at the same time 
trade is efficient and u to date w~ ld burn may be satisfactory. To prove that a 

u e a matter o£ the greatest (!omplexity owing 22243 
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to the varied conditions ruling in different. branches of a trade and in different 
districts or the country. Further the constant improTements taking place in the 
processes of manufacture would shew that at no time were the works in this country 
up to the lates.t practice. 

(4) If the tariff were on a high level it would necessitate Government control of prices, 
possibly also wages and other matters in connection with the trade, so as to prevent 
the-consumer being exploited. 

(5) The strongest objection I have to the scheme is that, if there is no fixed general 
standard, whatev-er ~afeguards might be introduced, it. would lay the Government 
of the day open to political pressure, especially in times of adversity, and introduce 
a new and dangerous element into our political life. 

With regard to the alternative policies of Free Trade and a General Tariff, the advantages 
of continuing a free import policy are great, as our manufacturers are at all times able to pur
chase in the cheapest market. On the other hand there is no doubt that in the long run it would 
be to the advantage of our manufacturers if certain· materials which they now import from 
abroad were obtainable from home sources. It is probable that the anti-dumping legislation 
recommended by the Committee will give all the protection to our industries that is required. 

But it is the broader question of our relationships after the War with other parts of the 
British Empire and our Allies, so clearly set forth in paragraphs 224 and 225 which induces me 
to consider the advisability of a low general tariff, and I concur in the recommendation of Lord 
Faringdon and others of my colleagues that with a view to meeting the conditions likely to 
prevail after the War it would be to the advantage of this country to establish a low general 
ad valorem tariff not exceeding 10 per cent., but excluding raw materials and food (except 
luxuries), for the following reasons:-.- · 

(1) It .would enable us to give a·preference to other parts of the British Empire and to our 
Allies. 

{2) It would enable us to give reductions to countries who are willing to enter into satis
factory commercial treaties with us. 

(3) It would enable us to penalise enemy countries. 
(4) Such a tariff might slightly increase prices in the first instance, but, if the inTestment 

of capital in the construction of new works or bringing old ones up to date were 
encouraged thereby, it would in many cases result eventually in an actual reduction. 

(5) Sucl;l a tariff would be .so low that there would be no danger of the public being 
exploited or necessity fQr Government control of the trades affected. 

{~) Incidentally it would bring in a certain amount of revenue to the Exchequer, though 
the amount under pre-war conditions would not be large. 

There is no doubt that our manufacturers will adapt themselves to whatever decision may be 
come to by the country as regards our fiscal policy, but it is of paramount importance that our 
policy, whether one of. free imports or a low tariff, should be continuous for a long period. 

· · Referring to the recommendations in Chapt-er XI., I regret that I cannot agree that the 
question of the introduction of Decimal Coinage into this country should be indefinitely post
poned, as I think it is of great importance that the Decimal System of coinage as recommended 
by the Institute of Bankers, Chambers of Commerce and the Decimal Association should be intra-

• duced at the earliest possible date after the war. I recognise that the exaet date must be left to 
he decision of the Government, and that it will be necessary to giTe probably not less than .a 

year's notice of the intended alteration. I ent~rely agn:e with the. recom~endalion that the £ 
1 +erhng must be preserved. I recommend the lntroduchon of Decimal C-omage on the grounds 
th}t; _it would increase the business efficiency of this country generally as it would simplify all 
trans\~tions, both those affecting large financial and banking houses and large and small indus
trial co11.'~rns. I am further of opinion that its introduction would facilitak and promote our 
trade witli-\_foreign countries. Even in cases where these countries do nri; themselves have a 

• Decimal Co{vage the greater facility of calculating exchange into or r.;.om the currency of a 
country havin~-,~_Decima.l System of coinage i~ recognised, whil~ th-e f uited States; Canada! all 
Central ana Soutb America as well as our Alhes, France, Belgmm ::.nd Italy, use the Decimal 
Monetary System. ·It is not in my view a uniformity of coin wh1t.;h· is required, for even tlwt 
would not brin(J' eq1~jlibrinm of exchange, but a method of ari.(nmetical calculation which is 
simple and adaited for\i_uternation~l trade in that it does not demand detailed knowledge of the 
subsidiary coimiO.es of othe.-muntries. . .. -·· - 1 · 

· Whiie I do ~ot wish 'to mi~-i:.li."-E!..V:Jl<h:1y the difficulty: in altering the penny. I think on the 
othe·r hand ·it should not, be exaggerat~d. In the first plJ~e it is not the intention to alter the 
value of the penny where priees are defined in terms of p1nce; under any t>xisting contracts or 
a!!Teements the value would still remain ·00416 of £1. Th£1 chief difficulty arises where there are 
s~all charooes fixed bv long usage and payable in cash :for certain articles or services rendered 
(such as ne~spapers, ~tamps, tram fares), but the difference in charge of 4 mils were substituted 
for !d. is only 4 per cent., and if it were necessary to make some ~light adjustments they could in 
many cases be made in the distance carried or the article supplied. In any case during and after 
the war very large adjustments will have to be made, for example, the case of newspapers whicl1 
have nearly all put up their prices. These adjustmPnts. w~mld be even more easily carried out 
under the Decimal :Monetary System than under our existing system. . 

In conclusion I would point out that tl1e Decimal Coinage is in a different position from 
the Metric System, for, whereas the Yt>tric System has for many years bePn optional and is usNl 
alongside our own svstem of weights and measures, if Decimal Coinage is introduced at all if 
must be compulsory. and the only system throughout the United Kingdom. ' 

(Signed) ARTHUR F. PE.\SE. 
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NOTE BY MR. G. ScoBY SMITH AS TO THE CoNSERVA'flON OF CoKING CoAt.. 

Indm;trial expansion is in great measure limited by the available re~urces ~:f heat and 
power. British productive and manufacturing industry has been in the last resort bmlt upon the 
possession o:f the great Coal measures ·of ~he. coun~ry .. The Report o:f the Dei_>artment~l C~m
mith•e on the Coal Ttade shows that there IS httle hkehhood o:f any great expa~s10n o:f our native 
resources or o:f any great increase o:f output :from the. fields which are now bemg worked.· , Any 
industrial development must, therefore, go along with a _more economical use o:f :fuel than. ~as 
hitherto been practised. The admitted necessities of national defence demand that the Br1~1sh 
production of Pig-iron and Ingot Steel shou~d be inc~·e~sed ~y ~t leas~ some fifty per cent. !V tth
out adequate supplies o£ Coke, the production o:f P1g-m??- IS Im~osstble? ~nd. :for the. makmg of 
Coke suitable :for use in the Blast Furnace, Coal possessmg certam quahties IS essen-hal. . T.hese 
qualities are not ·to be f01md in all the Coal produced in Great Britain, but are charactenstic o:f 
the coal o:f certain districts and Df certain -seams in those districts.' The resources o:f Great 
Britain in Coal o:f this special character are known to be limited. The Committee on ~he Coal 
Trade recommend the installation of more Coke Ovens and Bye-product recovery plants m Great 
Britain. The unrestrained export o:f Coal in the past has been in this respect most economical. 
No advantage has been taken o:f the valuable properties which certain Coals possessed, and the 
recommendation oi the Coal Committee shows their appreciation o:f this eeonomic wastage. It is 
:from a National point o:f view desirable that the utmost use should be made o:f the special 
qualities of Britisl1 Coking Coal. The interests o:f the Coal owner may ultimately dictate to him 
the extraction of Bye-products and the utilisation of the heat produced by the process of extrac
tion. In itself, however, this is not enough. Coke used in the Blast Furnace must be physically 
tough enough to withstand the crushing weight o:f materials which it must sustain in its passage 
through the Furnace. Such powers o:f resistance are only to be :found in the Coke made :from 
Coal won from the limited areas of which mention has been made. However unrestricted may 
be the export of Coal o:f ordinary qualities, it is, in my view, o:f the greatest moment that, the 
very limited resources of good Coking Coal should be carefully conserved. The output of seams 
o:f known coking quality should be coked in Great Britain and the export of such Coal should 
only be pe:~,mitted under licence o:f His Majesty's Government, and this licence should only be 
permitted under licence o:f His Majesty's Government, and this licence should only be granted 
after due provi'sion has been maae for the home consumption o:f this class of Coal and the reserves 
available :for home use have been ascertained. 

(Signed) · G. ScoBEY SMITH. 

\( :MEMORANDUM BY MR. .J. O'NEILL. \ 

I r£>gret that 1 must express my d{ssent with the form o:f the final r£>port and some of the 
recommendations therein, both in their trend generally and in relation to their effect on Irish 
Trade particularly. 

Generally .-Sufficient information was not placed before us as to the intentions .of our Allies 
to enable us to consider their views as to a closer commercial union between the United Kingdom 
and them. j 

J?ducation.-In my opinion our ability to recover our pre-War Trade and ext£>nd it, will / 
depend very largely on.a radical change in our present Educational Systems, both technical an<J,.~ 
commercial. "\Ve· did not consider this vital question. r'·' 

. J 
Tlte w01·d British.-The use of the word British in the final report is most ambio·uou's and 

·must lead. to a certain amount of confusion. In our interim report on essential ind~ct'~·ies we 
defined the word as including the whole of British Empire. In the final report in ,n1any places 
it is used in an entirely different sense. ' 

lndustri~l a,;,d Commercial Organisation.-! disagree. with the recommen.~iation made that 
all legal restrictions should be removed from combinations of ManufacturefS and that they be 
allow~d ~ithout restraint to form secret price rings and other combiuatij}ns or trusts for the 
explmtahon of the e<;>n~umer. I fail to see in wha! way national intev~sts are to be served by 
them a~d I am of .opmwn that thes-e· I w~rful combmations backed ,hy' state approval and assist
an?e .will. operate m such a manner a. to destroy many o.:f th<HY" .k and isolated industries now 
extshng m Ireland. '· ' 

. . P~1:ticularl~ as .regards beland_. Whilst el!-~eavouri~g to avoid m.atter.s of p~litical con
h?'ersJ, I must pomt out that ow1 g to the difference m the econom1c structure of the two 
Kmgdoms~ no fiscal system framed f r the protection of the trade of G11eat Britain can fail to 
press unfa1_rly on Irish indush'ies: l!'0r instance, Steel, Iron· etc. must lbe classed i~ Ireland as 
raw ~ater1~ls ... Agai~, certain MaG~hinery, Mach~ne Tool~, El~etricJMotors, etc., which are 
~ss~,nhal fo1 ?UI mdustr1es must be freed from. all tanff: Therefore my · efiuition of raw material 
Is A~y ~rhcle ~anufactured or unmanufactured wh1ch does not compete with our existinO" or 
potential mdustr1es .. " . j . o 

. Generally I clatm. fur ~nsh mauu;fac~urers freedom of trade in its broadest sense that is the 
rtght to carry ~n o~r t~a~e m. the wa.y:most. ~eneficial. to our people. 1 ' 

As to Irel~?d ~ p1ese1~t lll(!ustr1al pos1bon a111l Its causa, I feel compellNl to quote passages 
from the hook Insh "EmJu·r·afJUn null the '[1enure of Laud· 1 1 1" L th I t n· ht H 
JJfml Dufr'l:'i·in y P "F..., ~ i' . . ' -, . • In re alHf S . e a e Jg . on. 

. ' \.: .- . mm ~1!wen Llumheth s death uutil within la few y£>ars of tlw Union the 
variOus commercial conhatermhes o Great Britain never for a 11 0 t 1 1 th · 1 tl · th 1 · 1 en re axec · eir re en ess 
gnp·on e tra( es of Ireland. One 'V one each of our na·cent · d . ·' · ""th t 1 .l • 

I" :s Ill u nes was e1 er s ranrr P.n 1n 
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its birth, or handed over gagged and bound to the jealous custody of the rival interest in England, 
until at last every "fountain of wealth was hermetically sealed and even the traditions of com
mercial enterprise have ceased .through desuetude. What has been the consequence of such a 
system, pursued with relentless pertinacity for 250 years? This:· that, debarred from every 
other trade and 1.ndustry, the entire natiqn flung itself back upon 'the land' with as fatal an 
impulse as when a river whose cunent is SlJddenly impeded rolls back and drowns the valley it 
once fertilised. • . 

"But I may be told this frantic clinging of the Irish to the land is natural to their genius, 
and not a result of commercial restrictions. History supplies the perfect refutation of such a 
theory : Though the hostile tariff of England ~mprehended almost every article produced in 
Ireland, one single exception was permitted. From the reign of William III the linen trade of 
Ireland has been free; as a consequence, at this day Irish linens are exported to every quarter 
of the globe, and their annual value nearly equals hal£ the rental of the island. . 

"Many attempts were made by the rival interest in England to deprive us of this boon, and 
in 1785 a petition-signed by 117,000 persons-was presented by Manchester, praying for the 
prohibition of Irish linens, but justice and reason for once prevailed, and the one surviving 
industry of Ireland was spared. How has it repaid the clemency of the British Parliament? By 
dowering the crown of England with as fair a cluster of flourishing towns and loyal centres of 
industry as are to be found in any portion of the Empire. Would you see what IrelaJfd might 
have been-go to Derry, to Belfast, to Lisburn, and by the exceptional prosperity which has been 
developed, not only within a hundred towns and villages, but for miles and miles around them, 
you may measure the extent of the injury we have sustained." 

As to Remedial jJJ easures since the Act of U nion.-I quote the views of that eminent authority 
on Economics-Yr. W. A. Hewins, M.P.-" The Free Trade movement, favourable as it was to 
the growth of English manufactures, was based upon even a narrower conception of English 
interests tlian that of the mercantile system, and Ireland has fallen farther and farther behind 
England. Ireland -is, in fact, recognised as a standing ex;ception to the economic generalisations 
which we so freely apply to England, and when we discuss the probable effects of a change in 
British policy we rarely if ever take account of Ireland unless, of course. we happen to be poli
ticions. This economic estrangement and relative decline of Ireland must necessarily be a source 
of weakness to the United Kingdom. It practically means that the Union is merely political, 
and therefore unstable. Moreover, the differences between England and Ireland are of such aJl 

organic character that finan,cial comparisons based upon such abstractions as·' Rateable capaci,ty' 
cannot fail to be misleading." 

Irish Minerals.-The geological survey of Ireland is dumped on the Department of Agricul
ture and Technical Instruction, whilst this Department may be most anxious to carry on the 
work, they have neitb.er the funds nor the staff to deal efficiently with the mineral survey of 
Ireland. 

. All Government regulations dealing with Irish Trade are framed by Comwittees and Boards 
sitting in London, and whilst in principle we are supposed to benefit equally with manufacturer~ 
in Great Britain, in practice it is not so, as those Committees and Boards being so occupied in 
looking after Great Britain's interests have not the time or perhaps the inclination to consider 
Ireland's claims. In recent years this is amply proved by the neglect of Ireland on the 
Munitions question and later by the Admiralty Board in the matter of the four national shipyards 
JtOW being established and for which Irish taxpayers are compelled to contribute. Irishmen 

Jmow the value of the Irish Harbours to the British Empire and the use that it makes of them, 
·and I claim in return that we are entitled to a share in 'the naval expenditure equivalent to the 
va~ue the Empire· gets from our Harbours. 

Our Forty Boards.-At the present time the Government of Ireland consists of over forty 
Boards, not one o.f which deals with our most vital need, that is, the development.of Irish Trade. 

·~-

JoHN O'NEILL. 
30th November, 1917. 

\ 

, ¥El\IORAN1 UM BY SIR ARCHIBALD WILLIAMSON. 

I was not a memb~r vi th~Y'}'I.ommittee whe~ part of the evidence was taken, nor when the four 
Interim, Reports wer~ made; .. ., Yyhile there are som<J puttions of the Report with which I am in 
agreement, there are ()thers on ;:V.hiJh I di:ffe.r from it fundkmentally. In particular I disagree 
with the conclusions and recommendations made in Chapte~1- VII., IX., and XI., and regret the 
omission of \ny recommendation regarding the formation f a Ministry of Industry and Com
merce. For these reasons I find myself unable to sign the eport. 

', I • 

Chap,te1· VII.-Industrial and Commercial Organisation. 

While in full agreement that benefits may be derived' from a,malgamations, combinations, 
and agreements, in the direction o.f cheapening production and increasing our share of trade, I 
am unable to agree with\ the conclusions arrived at. It is proposed by the majority of tl~e 
Committee that "All inte,rnational combinations or agree~ents to which British companies or 
firms are parties, made for 'the regulation of the prices of goods or services, or for the delimitation 
of markets, should be registered at the Board of Trade . . . with a statement of the names 
of all the parties thereto, and of the general nature and objects of the combination or ao-reement, 
and that all modifications o:f such agreements, and all adhesions and withdrawals should also be 
notified." It ia further rec~mmended that the Board of Trade should be in a position to keep 

I 
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itself :fully informed as to the "nature, extent, _and op~rations" by having power to .call ~or ahy 
in:formatiQn it may require. Such a scheme,., m my Judgment, would not ~armomse ~Ith .t e 
desire, to encourage combinations and agreement~ :f?r trade purposes. Under It few combma~on~ 
or agreements would be made, and some now existmg would very probably be canc~lled. A~ree 
ments are often made for short periods-a few weeks, or perhaps a season. Somehmes they are 
honourable understandings without legal documents. Frequen_tly they can only be advantageous 
if private. As illustrations, the :following examples Jllay be given:-

(a) A British firm agreeing with other.s, some of whom ar~ foreigners, as to t~e price t~ey 
will pay during a three months' season for certam grades of coffee m a foreign 
market. · · . . 

(b) A British Company owning flour mills abroad, which enters into a combmatwn for 
wheat buying with its competitors. . . 

-(c) A British company owning a foreign railway, which makes agreements as to tanff or 
services or territory. 

(d) British banks with foreign branches, which make agreements with foreign competitors 
of a confidential character. 

In most cases it is evident that -the foreign parties to a proposed combination or agreement 
would regard enforced registration as intolerable, and decline to subject themselves to tht> 
publicity and investigating powers proposed to be created. British companies and firms would 
thw:; be excluded from participation in beneficial agreements. In my view the proposals recited 
above are in part impracticable, and, as a whole; disadvantageous to our commercial interests. 

Chapter IX.-F,iscal Policy. 

I di.ssent from conclusion No. 3, in paragraph 254, and from so much of the text as leads up 
to and supports that conclusion. 

In regard to this I agree with the views ·embodied in the reservation signed by Sir Clarendon 
Hyde. · 

Chapte1• XI.-Decinwl Coinage. 

In my judgment, the question of our system of currency has been viewed by the majority of 
the Committee too largely ~rom a home trade or internal standpoint. From the point of view 
of our international trade a decimal monetary system would be an immense advantage. I agree 
with so much of Mr. A. F. Pease's reservation as !'elates to this chapter. 

Ministry of Industry and Commerce. 

· I regret that the Committee did not see their way to go into the question of the valuable 
assistance which the Government ·could render to our home and :foreign trade by the establish
ment of a well equipped Ministry of Industry and Commerce. 

The patch~d up compromise between the Foreign Office and the Board of Trade as to the 
Commercial Attache, Consular and Trade Commissioner services, may be welcomed as a belated 
recognitio~ that the state of affairs has been :far :from sa!isfactory. But there is ground for 
apprehensiOn fhat the dual control of two Government departments will not tend t<> efficiency or 
progress. Beyond that, what is required is not merely an improvement in commercial reports 
from Consuls abroad, but an efficient Government <>rganisation which will actively interest itself 
in promoting developments of industry at hom~ and assisting British commercial and finanda l· 
enterprise abroad. Why should our Government not take an even more energetic part than p! 
GoYernments of Germany and the United States take, in assisting to obtain business f(' tne 
nation, and promoting its industries, commerce and financial interests? It is an ano:rv .. lir the 
this country, gre~test of all traders, with the wides! i?-!erests, ~nd depending admi~~.'.r"ialy that 
breath of hfe on Its overseas commerce, has not a· Mmistry specially devoted to tho· .,~dly for the 

. .se m terests. 
(Signed) ARCHIBALD WILLIAM . 

. 23rcl,.iSON • . 
. /November, 1911. 

•I 
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APPENDIX I. 

MINERAL SuRVEYs. 

Lette·r fron~ the Chainnan~to the Prime Ministe1·, dated 4th May, 1917 .. 

Sm, 
1. ''l'he Committee on Commercial and Indus

trial Policy have been informed that the following 
R.esolution has been adopted by the Imperial War 
Conference recently in session·:-

" That it is desirable to establlish in London an 
Imperial Mineral Resourceis Bureau, upon which 
should be represented Great Britain, the 
Dominions, India, and other parts of the Empire. · 

" 'rhe Bureau should be charged with the duties 
of collection of information from the appropriate 
Departments of the Governmenrts concerned and 

. other sources regarding the mineral resources and 
the metal'requirements of the Empire, and of ad
vising, from time to time, what action, if any, 
inay appear desirable to enable such resources rto 
be developed and made available to meet the metal 
requirements of the Empire. 

" That the Oohference recommends that llis 
Majesty's Government shoulp, while having due 
regard to existing institutions, take immediate 
action for the purpose of establishing such a 
bureau, and should as soon as possible submit a 
scheme for the consideration of the other Govern
ments summoned to the Conference.'' 

2. The matter to which this Resolution relates_has 
.. mgaged the attention of the Committee for some time 
as part of the larger question of the development of 
Imperial resources in raw marterials generally (Sub
head (c) of the Committee's terms· of reference), and 
would have b~n discussed at some length in· their 
~,oinal Report. As, however, the Committee's conclu
sions, so fa.r as they relate to minerals and metals, are 
substantiallj identica:,l with tho~e expressed by the Im
perial War Conference, it appears eX}Jedien t that the . 
Committee should record their general concurrence in 
the -Hesolution in question, and indicate briefly their 
reasons. · 

3 .. The inadequacy and warit of co-ordination of the 
information existing prior to the w.ar, as to the re
quirements of the Empire in respect of many essential 
commodities, and as to .the extent to which those re
qu-irements could be met from Imperial Resources, 
have been repeatedly brought to the notice of the Com
mittee. These points have been exemplified in the 
Memorandum on the Supply of Essential Drugs fur
nished by the National· Health Insurance Commission 

'':'printed as an Appendix to the Commi-ttee's Interim 
kR' l)()rt on certain Essential Industries), and in the 

(inrandum on the same subject presented by the 
·, PMeJLt<~:eeutical Society; in the Report on tiie Supply 

ha~m.l.: ~\\faterials by the •rextile Trades Committee 
of ,'.l;ext1!e ...(J~ to the Oommittee by the Board of 
conun:umcaw,, +-,he Memoranda as to Essential Com
Tra~e }'~nd i~ trt by the Adiilliralty, the Ministry of 
modihes furmshe-.·War· Offiee. The matter was also 
~unitions?''a,_nd the.· '~ce given on behalf of the Im
disc:ussed I~ th_e evlder:'llogic:d ·Survey, the Iron and 
penal Ins~1tute and Goctnte· of Metals, the Instirtu
Steel Institute, the Irlst.r~ :md the Institution of 
ti~n. of Mining Engineoali- 'co.i.. "~rned with minerals 
.M:uimg and Metallurgy,: attention 0~ tl.13 Oommitt.oOO"
and metals. !urther, the.h~ Final Report of the 
has .b~en directed to. ·on,1n~ich this subject is. 
Dommwns Royal Commissl .....__.....__ · 

· discusse<! at some length. ~e that much-nas .. already 
4. It IS 9f cours~ th~ ~f making good the short

bee~ done m t.he d1r~t10n ltas been made lin the pre
co~mgs to whiCh reference logical s .. rvey has under
cedmg paragr~ph. Th~ ~0•1rvey of certain of the 
ta.ken a special eoonom1c s1itain and is publishing a 
Illlt;Jera} resour?e& of Gre~t B_rct. The Geological Sur
senes of memoirs on the subJeth similar duties under 
vey o! Ire~and is entrust~ wi,nt of Agriculture and 
the directiOn of the DepartmlWork has been carried 
'l'echnica~ Instruction. M'\Ich 1ct of Drugs by the 
out . durmg the war in resp( Commission. ' The 
Nab~m.al Health lnsurapce ~anisations of various 
D.ommiOn Governments hav~ or{\S to the economic re
kmds for the collection of data ,\us and in some cases 
sources of the respective Dominio1 ' , 

for the framing of development schemes. The 
Government of India have recently appointed a Com
mission to consider the measures required for the-in
dustrial development of India, and many detailed en
quiries are bein_g carried out. The Imperial Institute, 
which was designed to collect and disseminate in
formation as to the supply and uses of products of 
economic valutl in the British Dominions, India, and 
the Colonies, and. to conduct investigations in regard . 
thereto, has, for a number of years, caiTied on work 
which has been extended considerably during the war; 
and at the request of the Secretary of State for lnU:a 
the Institute is now specially investigating the pos-

. sible further utilisation within the Empire of raw 
materials produced in India. We understand that the 
M-inistry of Munitions of War has recently established 
a special Depal'tment to collect information as to the 
output of· minerals (other than coal) in the United 
Kingdom and to frame scheru.es for its development for 
war purposes. . 

5. The Committee have, however, -been impressed by 
the absence of any machinery to secure thart the en
quiries into Imperial resources conducted in normal 
times are sufficiently comprehensive in range and 
directed towards the requirements of the Empire as a· 
whole, that rthey ar~ properly· oo-ordina.ted, and that 

. the resulta;nt information is made available in the 
most appropriate form. The shortcomings of -existing 
arrangemenrts in these respects have been broughrt to 
the notice of the ·Committee, espeeially in regard to 
mineral resources, and the representatives of ·the four 
Institutions mentioned in pa.ragraph 3 above urged 
the desirability of the establishment of a Central De
partment of Minerals and Metals. The Committee 
doubt if the precise form of organiswtion proposed by 
them would prove to be practicable or best suited for 
the purpose in view; but they are strongly of opinion· 
that some effective organiswtion should be provided as 
soon as po..o;;sible i-n the fOTm of an intelligence and 
advisory bureau :- · 

(a) For securing the detailed and systematic col
lection, examination, and disseminati011 of 
information as to the needs and resources of 
the Empire in respect of all minerals and 
metals of r.conomic or military importance; 
and 

(b) Foo· framing proposals for submission to the 
proper authorities as to the co-ord~nation of 
existing surveys and investigations and any 
extensiollJS thereof which may appear 
expedient. 

6. It is obvious, however, .that the mere collection of 
data may not be sufficient for the purpose in Vliew, and 

· in certain oases it may be necessary for further action 
tobe taken. Existing mineral deposits of importance 
for the economic or military security of the Emp~re 
may not be adequately worked, and the discovery of 
new deposits may not, in the absence of some kind of 
Government assistance or encouragement, be followed 
by their oon1mercial exploitation. It appears to the 
Comm:_'.';,;,.t; ihat in such ~ses lit should be the duty of 
the organis:ltion suggested in the preceding paragraph · 
to consider if .the deposits are from the Imperial 
stand~int of such military importance, or likely w•ith 
some a8sist~nce in the early stages of exploitation to 
become of ~uch economic importance, as to warrant 
Governmen~ aid in their development, and, if so, to 
frame :recommendations for the consideration of the 
particqlar Governments concerned. 

7. The precise form of the organisation to be en
trusted with the duties thus bi;efly indicated, and the 
manner. in which i•t can best be constituted-by the 
adaptation 11nd co-ordination of existing institutions 
or by the creation of a new body-are matters which 
the Committee feel they must leave to be determined 
by H.l\L Government. It will obviously be necessary 
fo1· the Gove'·nments of the Dominions, India, and the 
Colonii'S to l·e oonsulted, and for account to be taken 
of the circumstances and interests of the various 
bod·ies which1 as indicated in paragraph 4 above, are 



already engaged in work somewhat on the lines con- · 
templated. The Committee accordingly limit them
selves to suggesting the following general prin
ciples:-

{1) The J;J.ew organisation should be pnmarily an 
Intelligence and Advisory Bureau, in close 
communication and co-operation with such 
Departments of the House and Oversea 
Governments of the Empire as . are con
cerned with the matters within its purview. 

(2) It would clearly be impracticable to give the 
proposed Bureau any executive functions 
It might be found advantageous at a later 
date to tra,nsfer some existing Institutions 
in the United Kingdom to the management 
of the Bureau, but no such transference 
appears necessary at the outset. 

(3) To secure the co-operation of the Oversea 
Governments it is most diserable that they 
should be represented upon whatever body 
may be charged with the supervision of the 
work of the Bureau;· and in view of the 

(4) 

· necessity for increased attentiot~ to lh_e 
min~ral resources of Ireland spectal provi
sion should also be made. for Irish repre
sentation. 

'l'he services of both scientific and oommercial 
experts should be utilised to the fullest pos
sible extent. 

8. The Committee believe that such an oq~;anisation 
as is suggested would be of great service m the de
velopment of the Empire, and should their expecta
tions be realised it would be possible to widen its scope 
and functions from time to time without substantial 
mo<\ifications of its constitution. 

I have the ho;nour to be, Sir, 
' Your obedient Servant, 

(Signed) BALFOUR OF BuRLEIGH. 

The Right Honourable 
DAVID LLOYD G~;onuE, M.P., 

Prime Minister. 

APPENDIX II. 

MEMORANDUM ON DECIMAL COINAGE UANDED IN BY SIR JOHN BRADBURY, K.C.B., St<:UHE'l'AHY '1'0 'l'llE 
TREASURY. 

I. 

The movement in favour of the adoption of a 
' decimal system of coinage and of a decimal system of 
notation for accounting purposes in the United King
dom is not a new movement, but one which has already 
nearly a eentury of history behind it. ) 

This history may be said to begin with Sir John 
W rottesley' s motion made in the House of Commons 
on the ~th February, 1824. 

In its first stage the question was discussed as one 
of n:ttional.convenience; in its secop.d stage it appeared 
as one of international policy. The year 1867, in 
which the International Monetary Conference of Paris 
reported; may be taken: as the dividi;ng line between 
the two stages. 

It has been discussed by-
1. The Select Committee of the House of Commons 

of 1853; 
2. The Royal Commission of 1857; 
3. The Paris Conference of 1867 and the Com

mission of International Coinage of 1868. 
4. The Colonial Conferences of 1902, 19Q7, and the 

Imp~rial Conference of 1911. 

II.-'J'he Select Committee on Decimal Coinage, 1853. 

This Committee found that a decimal system of 
coinage was greatly superior to the existing system 
on the grounds of-

1. Saving of unnecessary labour in account
keeping, c~J.lculation and primary education; 

2. Avoidance of error; 
3. Greater facility for comparison of prices home 

The most interesting parts.vf the Committee's Re
port and evidence are perhaps those relating to the 
basis, i.e., the u;nit of value, the denominations of 
the money of acoount and the coins of circulation of 
the proposed system. · 

As to the basis of unit of value, the Committee were 
unanimous in recommending the retention of the 
pound sterling. · 

They regard any departure from this basis as likely 
t-o lead to " infinite complication and embarrassment 
in our commercial dealings," and wholly impracticable. 

'fhey also regard the pound as itself a convenient 
basis for a decimal system, particularly as the tenth 
of a pound sterlin~, viz., the florin, had been intro
duced into the British currency system a few years 
before with the avowed object of renderip.g a decimal 
subdivision of the sovereign more simple. 

Briefly then, they proposed, as money of account, 
four denominations. 

The Pound Sterling = The Unit (1,000 Mils). 
The Florin = 1/10th (100 Mils). 
The Cent = 1/100th (10 Mils). 
The Mil = 1 f l,OOOth e 

in substance the proposal contained in Sir Jr;ag ' 
Wrottesley's motion of 1824. Jr~~d e 

The application of thes~ denomin~tions ~f th~ and bY 
of. account to th~ medmm. ~f circulati~es from th~ 
existence would, m the opimon of t~-. 1-ble t ~ . . 1 . """" o reve"' 
have the followiDg resu ts, V1Z. :- currency. Ev·· 
------..-----:------;-, .. {)e of the exist;. 

C . t , ~h1inge in p11ices I ,/ 
Coins to be retained. oms ~ultiplied b fiv · · '-adn't . . Y 

' 1~ pnce m tern• 
and foreign. t> ------

There was some differe;nce- of opinion a&~ ~the . I 1mve been gain,.,__,_ __ _ 
monetary units to be employed and the f'''~' t .... ,. Gold-£1 (1000 mtls) ... ,,, 1d at 1d.--newspa 
effecting transition from the old to the new'ather · . Q -- _..,, · p~c et goods-.ip cone ~' ··• ,~.,. .Jo.~·· ' k 

The Commission anticipated strong OJ>po!.eak , .. ·~ ?ut _even m r~gao.·d ) · ' 
the less educated classes, ~reat practtcal 'lStic.; to meet th , 
arising out of legal obligations expressed i·a'bior ·.•~,t a 
pence and their sub-multiples (whidt wo{ re ' · 
eluded from circulation under ·a system and1 
dedmal divisions of the pound), e.g., sta p 
charges, and the railway maximum mile

1
• et 

d . t d . 11 postage an receipt scamps; cus oms· uti. 1 pay of the troops. But as evidence tha~ ~~ 
similar. difficulties Were n9t insuperable, rll 
mittee adduced the two conspicuous ins u aJ 
chan~re of curre~y in recent times (1) , Jeoc 
'Gnit~d States, which at the close of thij f 
century gave up £ s. d. for dollars ancl> 8 

(2) that of Ireland, which in 18~ gave umt 
rency (in ";hich 13 pence 1 rish = 12 pel6 

for the currency of Great Britain. 
1 
cfur 

• or 

Office 
E.2. 



The Committee decidedly rejected the alt~rnative 
scheme of maintaining the value of the farthing and 
substituting for the pr~ent £1 (or 960 f~hings) a 
new pound of 1 000 farthmgs-£1 Os. 10d., w1th a new 
shilling of 00 farthings-Is. O!d., as it would 
" necessitate the withdrawal of the whole of the 
present gol~ coinage, and ne!l'rly the whole of the 
silver and lDVolve the alteratiOn of the terms of all 
contr~cts and obluga.tions expressed in coin of either 
of the latter metals." 

III.-Tke Royal Colnllti.5sion on Dec_imal CoinUf}e, 
1857. . 

The immediate occasion of the appointment of the 
Royal Commission of 1857 was the adoption by the 
House of Commons on 12th June, 1855, of a resolu
tion:-

" That the initiation of the decimal system by the 
issue of the florin has been eminently successful and 
satisfactory, and 

" That a. further extension of the system will be of 
pu\>lic advantage." 

In their first report they expressed the opinion that 
of the many and various decimal coinage systems 
suggested since 1824 only two deserved, by reason of 
the weight 'of opinion behind them, serious considera
tion, viz. : the system based on the pound (cent and 
mil) which would sacrifice the penny, half-penny and 
farthing, and the system based on the penny, whUch 
would sacrifice the pound. · 

The Commission was limited by its reference to 
consideration of coinage to the exclusion of weights 
and measures, and to the consideration of decimal 
coinage from the national as opposed to the inter
national sta.ndpoint-limitations which ce1-tainly I:e
stricted its usefulness. 

Nevertheless, the final ·report of this Commission 
(signed by Lord Overstone and Mr. HnbbaJ"d, Lord 
.Monteagle having resigned just before the conclusion 
:>f the enquiry) has considerable importance. 
It discounts ·the va.Iue of the experience of foreign 

countries in which the change to decimal coinage has 
been made by showing the difference between the cir
;:umstances of the United Kingdom and the conditions· 
which prevailed in those countries prior to the change. 

It shows that the belief in an una-nimity of soientific 
opinion in fa.vour of the decimal standards is un-
warranted. ' 
It expresses the decided opinion that any scheme 

which displaced the pound sterling as the UD'it of value 
\\"ould be impracticable, and that accordingly the 
oound and mil sclleme among many rivals alone de
serves consideration; rtha.t for purposes of retail trade 
the existing system is superior to a deoimal system, 
ind concludes that the pound and mil scheme " ca.rinot 
be looked npon as a well4lssured or demonstrated 
improvement on our present coinage, but rather 

. as an experiment of very doubtful result 
·companied, beyond all question, by many serious 
.h.\.·.itional difficulties." 

·. ~~n,t the advantages ·in calculation and acoount-
~~n:ticipa.ted from a. decimal coinage, may, to 

of 'Text~e -~t, be obtained without any disturbance 
comm~mcat..;:--->inage, by a more extensive adoption 
Trade ;'~nd m w in use at the National Debt Office 
modi~i~s 'f~rnisht.] assurance offices, viz. : of reduc
A~umbons~ 11,nd the:~. performing the required cal
dJs<:ussed ~~ th13 ev1de>l then restoring the result to 
penal Instttute and Ge. " 
S_teel Insti~u~, the I~...,~t appear desirable under 
ti~n. of li.Iuung Engme.alltUie our weights and 
Mmmg and Metallurgy,. att..U. . . . , +,(' dict.urb 
and metals. ~urther, the.h~ hnic.t -1(-eport of the 
has been directed to ·on 'l~hich this subject is. 
Dominions Royal CommiSSl ' -.....__ · 
discuss~ at some length. .a that muchnas already 

4. It IS ?f cours~ th~ ca.£ making good the short
bee~ done m the dtrect·Ion 11.as been made ~n the pre
co~mgs to which reference logical S.-rvey has under
cedmg paragraph. Th~ Geo.trvey of certain of the 
ta!ren a special econon;tic s1itain and is publishing a 
nnt;~era} resour~es of Great D_rct. The Geological Sur
senes of memoirs on the 'subJeth similar duties under 
vey o! Ire~and is entrusted wimt of Agriculture and 
the d1rect10n of the Departmtwork has been carried 
Technica~ Instruction. .1\l\lch 1ct of Drugs by the 
out . durmg the war m respl ('Qmmission. The 
National Health Insurance •anisations of various 
D_ominion Governments ha,·e ori1s to the economic re
kmds for the collection of data :·ns and in some cases 
sources of the respect-ive Dominio1 

' 

The Conference repreaenting twenty different States 
recommended :-

1. The adoption of a single gold standard. 
2. The adoption of 9·10 as the ratio of fine gold 

to the weight of gold coins. 
3. The striking by States parties to the Conven

tion of gold coins of the denomination of 
5 frs. or some multiple thereof. 

4. The striking of a gold coin of the value of 
25 frs. as an international coin. 

The Royal Commission of 1868 was appointed to 
coru;ider the reports of the International Conference 
and of the British representatives, and to consider 
the practicability of the adoption of the measures 
recommended in the United Kingdom. Its evidence 
in the main supported the advantages of a.n inter
national coinage for promoting foreign trade and 
simplifying sta.tistics. 

The Commission distinguished between :-
1. An int-ernational money of acceunt, 
2. An international coin, 
3. A complete international coinage system, and 
4. Int-ernational coinage, weights and measures, 

and expressed the decided opinion that the 
advantages anticipated could only be fully 
attained by the complete assimilation of all 
measures of weight, size and monetary 
value, and ·that the inconvenience of a 
change is "the greatest when a sound· 
system has long beeri. in existence and is 
deeply rooted in the feelings and habits of 
a. people." 

The Royal Commission concerned itself ma.inly with 
proposals for assimilating the principal standard coins 
of the world, viz. :-

Grains 
fine gold. 

The half-eagle of the U.S.A. containing 116·1 
1'he sovereign containing 113·001 
The 25 fr. piece , . . . . . . .. . 112·008 

and was so impressed with the difficulty of decreasing 
the gold content of the sovereign by ·993 grain, and 
its ¥alne by_: 2·126 pence, the sovereign being " every
where familiar and regulating the exchanges of the 
world," thwt they suggested tha.t ii.nstead the Latin 
Union should increase the amount of fine gold in the 
comparatively new 25 fr, piece, and that the United 
States should assimilate their half-eagle to the 
sovereign instead of the 25 fr. piece, thus yielding 
an international system of commensurate values 
thus:-

£1 
16s. 

4s. 

= 25 francs = half eagle 
20 francs 

5 francs = 

$5 
$4 
$1 

Y.-'1,'1re Colonial Confe·l'ence ofl902 and 1907 and the 
. Imperial Con.fe1·e11ce of1911. 

At the Colonial Conference of 1902 a resolution was 
passed in the following terms:- · 

" Tha.t it is advisable to adopt the metric system of 
Weights a.nd Measures for use within the Empire, 
and the Prime Ministers urge the Governments 
represented at this Conference to give consideration 
to the question of its early adopt~on (Cd. 1299-1902, 
page 40)." · 

No speoific reference was made in the discussion to 
coinage, and tl1e President of the Board of Trade in 
accepting the motion on behalf of the Home Govern
ment pointed out that it did not imply compulsion, 
but r~,her the desirability of an educational prepara
t;..,..., org.~ .. suggested change. 

to cons1deuference of 1907 there was some discussion 
standpoi~tc system ~enerally in its application botl1 
some assistnd to weights and measures. 
become of • of the Imperial Government it was 
Governmen~that the cotton a.nd woollen tr~des and 
fram_e i'e<"OI were emphatically opposed tQ a change 
pa!tlctJiar (td measures, as shown by a debate 'in tl1e 

I. The Pim1ons a few weeks earlier, and if-he Prime 
trusted '~itlthe Dominions recognised that " in face 
manner. Ill .e of the Mothei' Country both the metric 
adaptatwn the decimal currency were temporarily 
or by the ~:ical politics." (Cd. 3523, pp. 192-5.) 
the Commtfqsion a reasoned statement was laid be
by: H.M. Goerence by the Treasury. (See Od. 3524, 
for the Go\·e 
Colonit'S !o lent briefly sketched the hist.ory of thE> 
of ~ho c;~el,versy from 1841 and 1859, and quoted 
bodJes which~ conclusions of .the RoYal Commission 

-:1 in 1&39, adding that"" this weighty 



1ent may be considered to have disposed 
;tion for the last fifty years so far as the 
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T.u,ing sterl·ing as the money of account but also for 
those which previously employed other standards. 
. Sterling (pounds, shillings and pence) constitute::. 
the mopey of account partially in the Mediterranean 
(viz., in· Gibi1altaa· and Malta, but not Cyprus or 
Egypt), partially in ·the Amei,ican hemisphere, viz., 
m the 'Vest Indian Group, Bermuda, and the Falk
land Isles' but not in Canada, Newfoundland, and 
British Honduras and British Guiana; thr10ushout 
the whole of South and Central and West Africa, and 
throughout Australasia without exception. 

In t'he East, the Indian rupee (wdth a local sub
sidiary coinage on a decimal basis) dominates Ceylon, 
the East African Possessions (the Protectorates of 
British East Africa, Uganda, Somaliland, and Zanzi
bar), Mauritius, and the Seychelles; the Strait.a dollar 
and its decimal sub-divisions rule the Stn.'S.ite Settle
ments and the Malay Peninsula.. But both the Indian 
rupee and the Strait.a dollar are tokens which have 
meaning only in relation to the sovereign. 

Cyprus and Egypt have pecuLiar systems, which, 
however, are linked with the British Sovereign and 
no othm· m<>netary unit. Hong Kong alone rests not 
on the sovereign but on the Mexican dollar; but when 
a gold standard is adopted in Ohina this last survival 
will disappeai~. 

Thus, so far as money of account as concerned, the 
only serious rival to sterling is the American dollar 
wi* its dooimal sub-divisions,. which domina~ 
Canada, Newfoundland, and British Honduras and 
BI'~tish Guian~; as regards legal tender, with the 
solitary exceptions of Hong Kon& Mauritius and the 
Seychelles, the sovereign has the status of legal tender 
thi·otighout the whole E'inpire even where it is n<>t the 
money. of . account, while the coin and accounting 
den~m!nat10ns o~ thr~ of the greatest self-governing 
do.mmaons are IdentiCal ·with those of the United 
Kmgdom. 

i~~:'a6~ '\2; Cd. 5741, V'II 1,h t ·t· 
1 \: • ·- e presen pos11 wn as affected by the WaT. 

tlJ /mal Ooinage were !:aid · It ha~ been ID:aintained tha~ a change of currency 
,Treasury intimated that t? a decimal basis would be easier now than in normal 

lp 
{'J. 
'~ 
:c 

J.e Memorandum (quoted t1.mes, by reason of the instability of prices and the 
/1. (Cd. 5746-1, p. 204.) d•Isturbance of the foreign exchanges which have re-
I suited from the Wwr. A suggestion was made at a 
ponclusions. compar·atively early stage i11 the war that the existing 
pear to flow from the pre- penny migh~ be declared to be one-tenth of a shilling 

1~ions upon, the subject or 11: new com of ~e-tenth of a shilling (1J;d.) might 
J>WS: _ ~e. mtroduoed to cnculate concurrently with the ex
,.,dvantages would accrue to •Istmg penny. 
,'the adoption of the metric The propOifals w~re. pri~ facie rather attractive 
;easures which is already .in when the av?rage nse m pnces was about 20 per cent.; 
!le civilized world (more par- b~t, e':en . If that psychological moment had been 
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/ved from rthe . adoption of a siderable. The ~·ise of price was not a sudden increase 
.·on any existing British· uruit ~f 20. per cenrt. m all commodities, but .a gradual rise , 
/foreign trade conversi<>n would Y dtfferent percentages in each. When the avm·age 
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, b.to foreign currencies, and such ?f 20 per cent. was I'eached, new prices were ah·ead 
tJ~ almost as troublesome to ma.ke I.n ~oroe expressed _in the ex•isting currency, and by •" / 

asular . decimal currency as from the I eason .of the. varymg percentage increases from th~ ,./ 
ucy. preJWai level .1t -n:ould have been impossible to reve"i , // · 

"'' ~ile. for domestic purposes a decimal sys- to Pre-war _pnces m pence <>f the new currency. E .. </ 
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The Committee decidedly rejected the alt~rnative 
scheme of maintaining the value of the farthing and 
substituting for the pr~ent £1 (or 960 far~hings) a 
new pound of 1,000 far~hmgs-£1 Os. !Od., ~th a new 
shilling of 50 farthmgs-ls. O!d., as 1t would 
" necessitate the withdrawal of the whole of the 
present gold coinage, and nearly the whole of the 
silver and involve the alteration of the terms of all 
contr~cts and obldga.tions expressed in c.oin of either 
of the latter metals." 

III.-Th,e Royal Com·1nission on Dec_im{ll Coinage, 
1857. 

The immediate occasion of the appointment of the 
R()yal Commission of 1857 was the adoption by the 
House of Commons on 12th June, 1855, of a resolu
tion:-

" That the initiation of the decimal system by the 
i88ue of the florin has been eminently successful and 
satisfactory, and 

'' That a. further extension of the system will be of 
public advantage." 

In their first report they expressed the opinion that 
of the many and various decimal coinage systems 
sugaested since 1824 only two deserved, by reason of 
the 

0
weight of opinion behind them, serious considera

tion, viz. : the system based on the pound (cent and 
mil) which would sacrifice the penny, half-penny and 
farthing, and the system based on the penny, whdch 
would sacrifice the pound. 

The Oommission was limirt.ed by its reference to 
oonsideration of coinage to the exclusion of weights 
and measures, and to the oonsideration of decimal 
coinage from the national as opposed to the inter
national standpoint-limitations which certainly I:e-
stricted its usefulness. · 

Nevertheless, the final Teport of this Commission 
(signed by Lord Overstone and Mr. Hubba.rd, Lord 
.Monteagle having resigned just before the oonclusion 
lf the enquiry) has considerable importance. 
It discounts ·the value of the experience of foreign 

countries in which the change to decimal coinage has 
been made by showing the difference between the cir
~umsta.nces of the United Kingdom and the conditions- . 
which prevailed in those countries prior to the change. 
It shows that the belief in an unanimity of scientific 

opinion in favour of the decimal standards is un-
warranted. ' 
It expresses the decided opinion that any scheme 

tVhich displaced the pound sterling as the undt of value 
\\·ould be impracticable, and that accordingly the 
oound and mil sclleme among many rivals alone de
serves consideration; rthat for purposes of retail trade 
the existing system is superior to a decimal system, 
:lnd concludes that the pound and mil scheme " ca.llnot 
be looked upon as a weU-assured or demonstrated 
improvement on our present coinage, but rather 

as an experiment of very doubtful result 
·companied, beyond all question, by many serious 
n...·.itional d-ifficulties." 

· ~t~t the advantages ~n calculation and account.-
ar~nticipated from a decimal coinage, may, to 

of 'Text•~e ·.,t, be obtained without any disturbance 
c<>mm~mcat.i~inage, by a more extensive adoption 
Trade ;~nd ID w in use at the National Debt Office 
modi~i~ 'f~rnishE:.-J assurance offices, viz. : of reduo
l\~umtlons~ 11,nd the:~. performing the required cal
d•s<;ussed 1~ th.e evtdell then restoring the result to 
penal Inst1tute and Ge. " 
S~l lnsti~u~, the I~...,~t appear desirable under 
ti<?n. of Muung Engme.alltdle our weights and 
l\hnmg and Metallurgy,. att..U; . • .. f.(> dioturb 
and metals. ~urther, th9.b~ hnf~o• -rl.eport of the 
has been directed to ·on -i~ich this subject is. 
Dominions Royal OommiSSl ' .........______ · 
discusse<! at some length. ~ that much 'lias already 

4. It IS ?f cours? th~ ca.£ making good the short
bee~ done In t_he dJrecf.Ion ctas been ma.de «n the pre
co~mgs t<l which reference logical S.-rvey has under
cedmg paragraph. The Geo,Jrvey of certain of the 
ta:ken a special eoono~ic s1itain and is publishing a 
nn1_1eral resour~ of Great B!ct. The Geological Sur
series of memo1rs on the subJeth similar duties under 
vey o! Ire~and is entrusted wilDt of Agriculture and 
the direction of the Departmt.work has been caJTied 
Technica~ Instruction .. Much 1ct of Drugs by the 
o!It . durmg the war m respt C'<»mmission. The 
NatiOnal Health Insurance •anisations of various 
Dominion Governments ha,·e or~~s to the e<'onomic re
kinds for the collection of data .~us and in some cases 
sources of the respective Dominio' ' , 

The Conference repreeenting twenty different States 
recommended :-

1. The a.doption of a single gold standard. 
2. The adoption of 9·10 as the ratio of fine gold 

to the weight of gold coins. 
3. The striking by States parties to the Conven

tion of gold coins of the denomination of 
5 frs. or some multiple thereof. 

4. The striking of a gold coin of the value of 
25 frs. as an international ooin. 

The Royal Commission of 1868 was appointed to 
consider the reports of the International Conference 
and of the British representatives, and to consider 
the practicability of the adoption of the measures 
recommended in the United Kingdom. Its evidence 
in ihe main supported the a.dvantages of an inter
national coinage for promoting foreign trade and 
simplifying staJtisti~. 

The Commission distinguished between:
L An international money of account, 
2. An international coin, 
3. A complete international coinage system, aud 
4. Int-ernational coinage, weights and measures, 

and expressed the decided opinion that the 
advantages anticipated could only be fully 
attained by the complete assimilation of all 
measures of weight, size and monetary 
value, and · that the inconvenience of a. 
change is "the greatest when a sound· 
system has long beeri. in existence and is 
deeply rooted in the feelings and habits of 
a. people." 

The lloyal Oommission concerned itself ma.inly with 
proposals for assimilating the principal standard coins 
of the world, viz. :-

Grains 
fine gold. 

The half-eagle of the U.S.A. containing 116·1 
The sovereign containing . . . . . . 113·001 
The 25 fr. piece , . . . . . . . . . 112·008 

and was so impressed with the _difficulty of dec.re~ing 
the gold content of the sovereign by ·993 gram, and 
its ¥alue bY. 2·126 pence, the sovereign being " every
where familiar and regulating the exchanges of the 
world," thaJt they suggested tha-t iinstead the Latin 
Union should increase the amount of fine gold in the 
comparatively new 25 fr, piece, and that the United 
Stat-es should assimilate their half-eagle to the 
sovereign ~nstead of the 25 fr. piece, thus yielding 
an international system of commensurate values 
thus:-

£1 
16s. 

4s. 

= 25 francs = half eagle 
20 francs 

5 francs = 

$5 
$-! 
$1 

Y.-The Coltm-i{ll Confet·ence of 1902 and 190i and the 
lmpet·iaZ Confet·eflce of 1911. 

A.t the Oolonial Conference of 1902 a resolution was 
passed in the following terms:- · 

"ThaJt it is advisable to adopt the metric system of 
Weights a.nd Measures for use within the Empire, 
and the Prime Ministers urge the Governments 
represented at this Oonference to give consideration 
to the question of its early adopt~on (Cd. 1299-1902, 
page 40)." · 

No speoific reference was made in the discussion to 
coinage, and tl1e President of the Board of Trade in 
accepting the motion on behalf of the Home Govern
ment pointed out that it did not imply compulsion, 
but r.W.,her the desirability of an educational prepara
t;,..., org.~ .. snggested change. 

to considenference of 1907 there was some discussion 
standpoi':ltc system ~enerally in its application botl1 
some assistnd to we1ghts and measures. 
become of · of the Imperial Government it was 
Governmen:that the ootton a.nd woollen l;r~des and 
fra~e J"E'('OJ were emphatically opposed to a change 
pa!"tiClllar (td measures, as shown by a. debate •in the 

'· The PI1mons a few weeks earlier, and rthe Prime 
trusted \~itlthe Dominions rPCognised that " in face 
manner .. m .e of the Mother Country both the metric 
adaptatiOn the dec-imal currency were temporarily 
or by the ~:ical politics." (Cd. 3523, pp. 192-5.) 
the Comm•t1sion a reasoned statement wns laid be
by. H.l\1. Goerence by tl1e Treasury. (See Cd. 3524, 
for the Gove 
C(llonii"S !o lent briefly sketched the history of the 
of ~ho e;~cl,versy from 1841 and 1859, and quoted 
bou1es whieh, conclusions of the Roval Commission 

i in 1859, addi~g that"" this weighty 
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pronouncement may be considered to have disposed 
of the question for the last fifty yeurs so far as the 
united Kingdom is concerned." 

The Memorandum states that "it remains as true 
to-day as it was in 1859 that there is no such approach 
to unanimity of opinion in the commercial or other 
clarsses of the community as would justify the Govern
ment in taking action," and that the Treasury is 
opposed to. the appointment of. another Royal Com
mission. 

At the Conference of 1911 a resolution was moved 
by the representartive of New Zealand "that with a 
view to faciLitating trade and commerce throughout 
th~ Empire, the question of the advisableness of re
commending a reform of the present units of weighrts, 
measures and coins ought to engage the earnest atten
tion of the Conference." 

This resolution was dropped after the difficulties. of 
effeobing any change in the United Kingdom had been 
pointed out on behalf of His Majesty's Government 
by the President Qf the Board of 'l'rade (2nd June, 
l!Jll, pp. 165-170 of Cd. 5745). 

A fortnight later the same resolution was discussed 
again, together with another moved on behalf of· New 
Zealand. 

" That it is in the best interests of the Empire that 
there should be more umformity throughout ~ts
centres and dependencies in the law Qf . . . 
currency and coinage." 

This disc~ssion sho~ed that there was nQt general 
agreement m favour e1ther of a decimal system based 
o? the sovereign,. or ~he Canadian system pure and 
s1mple, or a combmatwn of the Oanadian and British 
systems. 

'l'lie representatives of the Home Government · in
cluding the pres~nt. Prime Minister (Mr. Lloyd 
George),. strQngly .msist9? on the difficulties of any 
change m the Umted Kmgdom and eventually ·the 
Resolution was withdrawn. ' 

(Cd. 5745, pp. 165-170; ibid., pp. 367-372; Cd. 5741, 
pp. 35-6, 69-70.) 

No fu~her papers on Decimal Ooina.ge were ~aid 
before th1s Conference, as the Treasury intimated that 
they had nothing to add to the Memorandum (quoted 
above) laid before that of 1907. (Cd. 5746-1, p. 204.) 

VI.-Geneml Conclusions. 
. 'l'he C<;Jnclusions which ~ppea.r to flow from the pre

vwus h1story of, and discussions upon the subject 
may be summarised as follows:- ' 
. 1. Tha:t, while certain advantages would accrue to 
mternatwnal. trade from the adoption of the metric 
sys~m of weights and measmes which is already in 
u_se m a l.arge part of the ciVlilized world (nwre par
tiCularly 1.f the system were simultaneously adQpted 
by the Umted States o~ America), no compwrable ad-

. van.tage w~mld be denved from the . adoption of a 
~-eCimal comage based on ~ny existing British uoot, 
s1~ce for the purpose of fore1gn trade conversion would 
still ha~e to be made into foreign currencies and such 
conversion would be almost as troublesom~ to make 
fr<?m. the new insular .decimal currency as from the 
ex1stmg currency. 

2. Thl!'t, while for domestic purposes a decimal sys
tem, <>I_Ice established, would in some respects be more 
conveme~t than the exis_ti!lg system, the advantages 
to be gamed are not sufficiently COJlsiderable to com
pensate for the undoubte~ inco~veooence ( ..,ounting 
m many oases to actual d1slocat1on of busine.-s.. \,which 
wou1d attend the transition. '·-~ ' ~. 
. These oonsiderations were regarded as 001·· 

,;.Ixty. years ago, and they have gained rath 
Io,t m force between 1857 . and the outbreak 
present war. 

On the one hand the volume and complicati 
contr3;cts and arra~ements, which would reor 
he adJ~ted, have mcreased enoi·mously; andqf 
connectwn ~hose expressed in terms of the e 
almoot as tmportant as those expressed in p 
the. pound, e.g., wages, rates, and postal ' 
tan~s; on the ot1Jer. hand the area d !1. 
fitcrl!ng curretwy, and more artic~mu 
1lonunated by the British sovereign ph blat. 
lnore extensive. ' as e(l(' 

Sterling has always been the moue · 
n large part of the British Em . y bof a 
Vfl'IIH tl B ··t· I . plre, ut • "'. " te. 1 1 Is 1 sovere1gu has b 
nnwersal as tho standard (on th A eco~e 
the joint standard) of value net mlertcar 

' o on y for 

tu.ing sterling as the money of account but also for 
those which previously employed other standar~. 
. Sterling (pounds, shillings and pence) constitute;. 
the moJiey of account partially in the Mediterranean 
(viz., in Gib11altwr and Malta, but not Cyprus . or 
Egypt), partially in .the Ame1'ican hemisphere, vtz., 
m the West Indian Group, Bermuda, and the Falk
land Isles' but not in Canada, Newfoundland, and 
British Honduras and British Guiana; throughout 
the whole of South and Oentr·al and West Africa, and 
throughout Australasia without exception. 

In t'he East, the Indian rupee (~th a local sub
sidiary coinage on a. decimal basis) dominates Ceylon, 
the East African Possessions (the Protectorates of 
British Ea.st Africa, Uganda, Somaliland, and Zanzi
bar), Mmuitius, and the Seychelles; the Straits dollar 
and its decimal sub-divisions rule the Sti-aits Settle
ments and the Malay Peninsula. But both the Indian 
rupee and the Straits dollar are tokens which have 
meaning only in relation to the sovereign. 

Cyprus and Egypt have pecuLiar systems, which, 
however, are linked with the British Sovereign and 
no other monetary unit. Hong Kong alone rests not 
on the sovereign but on the Mexican dollar; but when 
a gold standard is adopted in China this last survival 
will disappea1:. 

Thus, so fru· as money of account •is concerned, the 
only serious rival to sterling is the American dollar 
with its dooimal sub-divisions, which domina~ 
Canada, Newfoundland, and British Honduras and 
B1'itish Guiana; as regards legal tender with the 
solitary exceptions Qf Hong Kongz Mauriti~ and the 
Seychelles, the sovereign has the status of legal tender 
thi·otighout the whole E'inpire even where it is not the 
money. of . account, while the coin and accounting 
den~m!nat10ns o~ tm·~ of ~e greatest self-governing 
doJmilllons are IdentiCal w1th those of the United 
Kingdom. 

VII.-1'he pnsent position as affected by the Wwr. 

It ha~ been n:aintained tha~ a change of currency 
t? a decimal bas1s would be easier now than in normal 
ti.mes, by reason of the instability of prices and the 
disturbance of the foreign exchanges which have re
sulted fr~m the Wa;r. A .suggestion was made at a 
compar·a~IVely early stage lll the war that the existing 
penny m1ght be declared to be one-tenth of a shilling 
or 3: new coin of o~e-tenth of a shilling (1~d.) might 
~e .mtroduced to circiUate concurrently with the ex
;Jstmg penny . 

The prop(,lals were prima facie rather attractive 
when the av?rage rise in prices was about 20 per cent.; 
b~t, e~en .1f that. psychological moment had been 
~mzed. for mtroduc1~g them, the difficulties of carry
~~g e1ther of them ,mto effect would have been con
siderable. 'l'he ~·ise of price was not a sudden increasf' 
of 20. per cenrt. m all commodities, but -a gradual ri~ 
by dtfferent percentages in each. When the average · 
?f 20 per cent. was reached, new prices were already 
1.11 ~orce expressed _in the ex.isting currency, and by 
1 eason of the. varymg percentage increases from the 
pre-war level.lt ":ould have been impossible to reve··j · 
to pfe-war _pnces m pence of the new currency. E ,. 
CUJT!3nt pnce, lds ?xpress~ in pence of the exist~ 
currency, wou , JUst as 1f no change in p11ices / 
0~1~, h~ve l1ad .to be multiplied by fiv- · .,~/ 
d1vi ~ J>~slx to arnve at th~ price in ter 
nev .... ~ ~ W 

'" ~- 'b, "h " :: <1. age ~mg t have been gaine 
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indudl.na the ieast educa.tecl par~f the community 
receives its income in the main in shillings and spends 

·it in the main in pence. It is only necessary to make 
a mental picture of a fish-wife receiving 9d. change 
out of a. shilling aft-er purchasing a. penny postage 
sl;amp to realise· that the seheme would have been 
impracticable. 

The latter suggestion-the concurrent circulation of 
coins as close together in value as ld. and l!d., which 
have no common multiple in the existing currency 
less than 6d., or in the new currency less than 20 cents 
-would have led to hopeless confusion. . If pl'ices 
generally had been continued to be expressed in pence, 
the new coin would have been useless in quantities· 
less than 5 for all purposes, except the purchase of 
the particular articles priced in cents. If prices 
generally had been changed into cents, pennies would 
have become useless except in sixes (and halfpennies 
except in twelves), and, unless the existing copper 
coinage could have been immediately exchanged for 
a new coinage, there would have been a famine of 
small change. 

A recent scheme put forward by the Executive 
Council of the Associated Chambers of Commerce 
seeks to get over the difficulty by rating the penny 
and halfpenny for the purposes of the new currency 
at 4 cents and 2 cents respectively !instead of their 

. proper values of 4! cente and 2y\; cents, safeguarding 
holders of existing coins of those denominations 
against loss by giving faoilities for exchanging the 
existing issues for a new issue of 4-cent ·and 2-cent 
pieces at post offices, and for receiving the difference 
in value upon the exchange. . 

It would, however, be essential to the success of this 
scheme that before the new system was introduced 
reserves of the new coins should be acchmulated at 
the post offices of sufficient amount to permit of the 
whole of the· bronze coins in circulation to be ex
changed within a few days, since so long as the 
Government offer to give 50 cents for 12 pence was 
open, the penny would either continue to circula.te 
at -r';rth of 50 cents or not circulate at all. 

In view of the unprecedented demands on the l\I•int 
since the outbreak of war, which show little sign of · 
a.ny abatement, the preparation of these reserves 
would, if it could be undertaken at all, have to be 
spread over a very lengthy period,. This would in
Yolye the locking up of very large quantities of copper, 
w~ch would only be released when the eX'isting bronze 
comage was withdrawn, to the serious prejudice of the 
supply!for munitions. , 

r _,·-·The same objection would apply to the proposed 
striking of nickel 5-cent pieces during the war. 

But apart from these practical objections there ois 
an objection in principle to the retention in a decimal 
syst~m based on the present florin of a coin approxi
matmg very cl~ly in value to the existing penny. 
l\Iost I!lodern dectmal systems of coinage, while freely 
accept~g coi~ representing 4 units, although the 
~heoret1~l decu~ahs~ of_ the past mostly agreed either 
m accepting or m reJecting both. The reason is -that 
~~e " vice " <?f ~he ~inary s1;1b-division is oorrected by 
c'lna_ry fi!-UlttphcatiOn, whtle that of the binary 
Trittap!e ~ mad~ worse by the same process. A low 
modFl.na.t10n. oom ~ds to beoome a price unit, and, 
l\Iunit~ICe umf:s bemg (at any rate with the metric 
discusseL.of we1gh!-&. and measures) more co~_,f,'tly 
perial Ins"\ th~n ~1v1ded by non-demmals, the ex7 ° ce 
Steel Instit~m 1S mor~ destructive to decimalit d ,m 
tion of MinYlrte~ umt. A ~nt coin whi~n e~ld 
l\Iining and ,.xmhnue to be called a "pe~. an Id n."'. h nld b l"k I . d•.,t.urb 
and meta_ Is. Fu!: -wo e 1 ~ Y to be A of the 
has .b~n directt~erence_ to dectmal ~ulfs-subject is. 
Dommions Royal Co~erta1nly ten_d ~ .k~P . 
discussed at some leng'llanently div<>· h,,., I · d . d . . muc nas a tea y 

4. It is ~f cours? th~~n • ~~"aking good th~ short
bee~ done m t.he dtrechott1~tas been made ~n the pre
co~mgs to which reference logical S.-rvey has under
cedmg paragraph. The Geoqrvey of certain of the 
ta~en a special eoono~ic s1itain and is publishing a 
lllll!era} resou~ of Great B!ct. The Geological Sur
senes of memoirs on the subJeth similar duties under 
ny o! Ire~and is entrust~ wi,nt of Agt·iculture and 
the duect10n of the Dep:utmtwork has been carried 
Technical Instruction. 1\Iuch Jet of Drurrs bv the 
o~t . during the war in respt C'<lmmL.;;si~n. · The 
National Health Insurance •anisations of ,-al"ious 
D_ominion Governments have ori~s to the economic re
kmds for the collection of data ~ps and in some cases 
sources of the respec•il·e Dominio ' 

" 

be halved and a cipher added instead of having merely 
a cipher added-this unit presents the following ad
vantages as compared with the florin:-

1. It economises on an average half a figure in the 
expression of all large sums, at the same 
time allowing all amounts which are 
multiples of a halfpenny to be expressed 

· without going beyond two places of decimal. 
2. The coin approximating to the penny is the 

double, not the quadruple, of the sub-unit 
and therefore a normal coin in a decimal 
system, while the smallest coin needed for 
general circulation in order to connect this 
coin with the smallest decimal sub-division 
and the higher unit 5 cents=2~d., is a coin 
approximating to the present halfpenny. 

A !-cent could be coined for the purpose of these 
l."()mparatively rare transactions for which the farthing 
is now employed, the half-eent being shown in 
.ae:counts when it occurs in the form of a vulgar frac
tion as in America. 

Turning fro~ the " pound " to the " penny " 
scheme of deeimalisa.tion, we find that the events of 
iht war have tended to reduce some of the more for
midable obstacles to an extent which may incline the 
balance, if a decimal system is decided upon at aU, in 
favour of this alternative. 

A notable exception to the almost universal con
demnation which has been bestowed on the penny basis 
was Walter Bagehot-a very high authority on cur
rency matters-whose opin~on was that, if either unit 
was to be altered, the alteration of the pound involved 
far less disturbance than the alteration of the penny. 

Bagehot advocated the plan for a. new pound of 
1,000 fat-things of the existing currency, having a 
value in terms of present money of £1 Os. lOd. 

He pointed out that this pound would differ in value 
only to a very slight degree (in fact by about 1i per 
cell't.) from $5 of United States currency, and might 
f01~m a basis for the future assimilation of the two 
currencies and the creation of a single money for the 
whole English-speaking world. 

Apart from considerations of sentiment-the im
JloJ-tance of which, however, in connection with the 
pound sterling it would be difficult to exaggerate-and 
the trouble and labour of " converting " existing 
obligations (which, as Bagehot rightly held, is not a 
,·ery serious matter, if the conversion rate is.not too 
complex, and which in any case is done once and for 
all), the principal objections against the dethrone
ment of the pound is the disturbance supposed to be 
involved in the actual circulating medium, " All the 
existing gold and silver coins wou14.b.:-..ve <to be with
drawn and new ones substituted." 

The great alteration made by the war is that the 
existing gold coins have beer. withdrawn, and we have 
learned that it is unnecer;ary to substitute new ones. 

An improvement in the scheme favoured by Bagehot 
would probably be , i,o adopt as the unit of value a 
British gold dollu representing 23·542 grains of fine 
gold or 10 f4P ;.ru; of the fine content of the present 
sovereign, n.aking the hundredth part of it-the 
British ce~t-,-the exact equivalent of the present half-
penny. · 

Even the existing pound--still more a pound in
creased by lf24th-is (notwithstanding Bagehot's own 
very strong opinion to the contrary) an inconveniently 
h'gh unit f.:~r a decimal system on modern lines. It 
•·equir~ three decimal sub-units to bring it down to 
tl><~ ..... ,h'nor transactions of everyday life, while a com-

.,;".., 'org~·ely low one requires only iwo---or in practic~ 
to cons; . I II . . d . I fi d st-and t• _smce nea~ y a !lx1stmg . ectma. systems n 

po ment to om1t the mtermedtate umt and reckon 
~me ass redths of the main unit. Indeed, so far has 
( ,ecome \ value unit now become discredited that thP 
:tovernmth b f C I I "I . . 
f am er o ommerce S<" 1eme, w n e retatnmg 
rame re< . . d I d d f I articulm·e1gn l_IS .a ootn an as t 1e stan ar o vu ue, 

P ~ Tl to ehmtnat-e the pound from our money of 

t 
1
sted. IC :md reckon in florins and hundregths of a ru Wl 

manner in . . 
adaptationbng of a cypher more or less In the intege1 
~r bv the c sum of _money expressed_ ;in decimals ~ a 
the Commil sm_all Importance, wlule the questiOn 
bv H.ll. Gle mtnd <"an or cannot, form a clearer C{)ll

f~~ the GonlOO.OOO than of 1,000.000 or of ]00.000.000 
Culunil'S t<l IO.l!OO,<!OO is purt;l)· Oil€' of _fa_milial"ity. Tlw 
of the ciretncter J_ll~gles. l\~lth. Ius_ J~ulhards of francs 
bodies whichthe Bt·Itish w1tu h1s nulhons of pouni!s. 



So far therefore from the dollar being an unduly 
low currency-unit it is, with the exception of the 
pound sterling, not only the highest in general use, 
but as high a unit as modern decimal practice could 
conveniently adopt. 

Under this scheme existing debts would be con
verted into dollars of the new currency by multiplying 
the pounds by 4·8, and adding the shillings and pence 
reduced to half-pence with a decimal point inserted at 
the second place. Stocks and bonds expressed in 
sterling would become $480 for each £100. · 
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The e~isting sovereign and half sovereign would be 
retained aa legal tender for $4·80 and $2·40 respec
tively. :Existing Currency and Bank of England 
notes would circulate at the same rates, but would be 
gradually withdrawn 1n favour of notes for $2 (or 
$2~) $5 and multiples of $5. 

'fhe existing notes and t'he new notes would be pay
able in gold at the Bank of England in the form of 
either sovereigns or Mint bars if presented in b-undles 
of $4,800 or $5,000, at the rate of 1,000 sovereigns for 
each $4,800, or a Mint bar guaranteed by the stamp 
of the Royal Mint to contain 245,229 ounces of fine 
gold for each $5,000. 

A ~ew $5 dollar pieces of the new currency might 
be comed, and the notes (of $5 and upwards) might 
if thought desirable for the sake of appearances, b~ 
made cashable singly. But this is not essential to the 
system, and by the time we a-re lin a position to 
restore gold to circulation, if we wished to do so the 
paper money habit will be so firml~ established' that 
the demand for the coin would probably be incon-
siderable. ' 

!Jte diffi_culty of the " co~version " of the gold 
co~n.age whwh loomed so large 11n the eyes of the earlier 
cntws of the penny system haa thus in practice dis
appeared. 'fhe existing sovereign would either re
mai~ for all time in our gold reserves, or would 
contmue to b-e use.d for the purposes of the foreign 
exchanges) prese~ng all the traditional prestige for 
that purpose denv~ from~ century of good minting. 

. Nor need the silver omnage present insuperable 
difficulties. All the existing ooins would have exact 
values in the new currency. 

The coins ultimately required would be a token 
silver dollar (which might conveniently be made rather 
less. bulky than the clumsy double-florin now nearly 
extmct), the half-dollar (equivalent to 2s. 1d. of the 
present currency), the quarter-do11ar or 25 cent piece 
(1s. O~.d.), a~d the _10 cent J,>ie~e (5d.). A nickel 5 
cent p1ece. {~d.), With the exiStmg penny, halfpenny, 
an~ farthmg as 2, 1; and ! cents would complete the 
senes. ' 

Of the existing coinJ the almost obsolete 5s. ($1·20) 
and 4s. (96 cents), thelha1f-erown (60 cents), the six
penc~ (~2 ~nts), ~nd he threepence (6 ·cents) would 
remam m cucula~10n .. • these rates until they could 
he replaced by COins of th,~ new currency. 
Th~ florin and the shil~ on, the other hand are 

sufficiently near. to t~e new. ~.l,f-dollar and quarter
d<:>Har to be retamed mdefi.mtely··a.t; those ratings, the 
n~w half-dollar and quarter-dollar ueing token co" 
nnght be. of the sal?~ weight and 'fineness as the ;::;_ 
sent florm a~d shdhng. It would probably not be 
beyond the w1t of ma.n to devise a plan by which an 
tendency of the pubhc to hoard coins in anticipatio~ 

of the profit on the change of 'rating might be pre
vented and at the same time to secure that profit for 
the general taxpayer. As these are now our most 
widely circulating subsidiary coins,* the economy of 
bt!Ch an anangement would be oonsiderable. 

Undm· this scheme the British dollar would differ 
from the American by almost exactly T'k per cent. at the 
par of exchange, and under normal peace conditions 
the New York Exchange (Telegraphic transfer) would 
vary between 2 cents and i cent dliscount. Under 
present abnormal conditions, on the other hand, the 
American dollar would command a premium (on the 
basis of the current exchange rate of $4·76!) of ! cent. 

},or the purpose of comparing British and American 
prices in normal times we should get nearly, though 
not quite, as good a result at a glance, as we now get 
in . regard. to French prices by the rough and ready 
n:ethod of dividing them by 25. The value for prac
tiCal purposes of this approximation would vary 
greatly in different trades, but where· more complete 
accuracy was needed the actual rate· of ex£hange 
would almost always have to be taken into account. 
'l'his would necessitate a calculation even if the dollars 
are equal at the par of exchange. 

In any case it, is. as near a8 we could hope to get 
towards.Bagehot s Ideal by efforU! from our side. 'fo 
take the American dollar as it stands as our unit is 
impossible. E\1\E)n if it were practicable to convert all 
the _larger obligations expressed in sterling at the gold 
eqUivalent of. $4·86! to the pound-and the process 
would result m ragged sums which in cases like tha-& 
o~ stocks and bonds would be a nuisance for genera
tionS-we should still b~ confronted with .the difficulty 
that we should .be robbmg ~very holder of subsidiary 
currency of 3d. 1nthe £on ~ts gold value and varying 
wages a~d other contracts m the same proportion to 
the detnment of the wage-earner or creditor. The 
more extreme measure of making the new unit legal 
tender ~or ~ft~n seventy-seconds of a pound and only 
co~;~vertmg 1t mto g;old at. fifteen seventy-th~rds is un
~hmkabl? for a natiOn whiCh owes its pr~minence in 
~nternat1onal finance to its scrupulous observance of 
Its contracts to pay gold debts in gold and which 
f~~·t~ern:ore ow~s a large part of its success in main
t .. mmg Its foreign exchanges during a period of un
exampled stress to the confidence of the foreign holders 
of ~ndon balances that they will be able if they 80 
des1re to take .them away in gold without abatement 
when the war 1s over. 

The. sc~!lme outlined above is free from any trace 
of obJeCtion on such grounds yet even so 1"t · "t 1 
• d"t h . ·' Is v1 a .o our cr~ I t at no susp1c10n, however ill-founded 
should ans~, mo~e esi?ecially at the present moment' 
as to our mtenttons m regard to the future of ou; 
money . 
. This oonside~ation which applies more particularly t 
I~terfere_nce With ~he,~und sterling should not be los~ 
stght of m connection w1th any scheme for alte · th 
currency. · nng · e 

* The Royal Mint estimate tbat flori.ns c·'ijOI'·t;~ .. 
about 24 per ~ent. a~d shilline;s about 23 pe; 00 '· 
va:lue of the silver coms now circulating in thuiO 
~mgdom. The res~ectiye per~e.ntages are even· 
m th? ?ase of Impenal silver circulating in tho B 
D'?~m10ns beyond the Seas, e.rJ., florins 33 er -
shtlhngs 44 per cent. · p <'' 

t' 
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SCHEME OF DECIMA.L CoiNAGE FURNISHED BY LORD CUNLIFFE. 

, 

£ Shillings. l New) pence. Value of to--- day's coinage. 
0 

- i 

I 
I 

Gold- : 
I £ 8. d. I 

Sovereign ... ... ... . .. ... . .. I =1·000 =20·00 = 200 1 0 0 
Half-sovereign= l sov. I =0·500 =10·00 ! 100 I 0 10' 0 ... ... . .. j - i 

Silver- -I I 

I 
I 

_Crown= t sov. - =0·250 = 5·00 I - 50 0 5 0 ... ... ... . .. ... 
i Florin •.• ... . .. ... ... . .. . .. =0·100 = 2·00 - 20 0 2 0 

Shilling = l florin ... =0·050 = 1·00 - 10 0 1 0 
•Fivepence = t florin =0·025 = 0·50 - 5 0 0 6 

Nickel-
•Dime ... =0·010 = 0·20 - 2 0 0 2·4 

Bronze-
Penny= l dime ... ... i =0·005 = 0·10 - 1 0 0 1•2 
Halfpenny= ~ dime ·'· =0·0025 = 0•05 - 0·5 0 p O·G 

•Mil =0·001 = 0·02 - 0·2 0 0 O·U 

•- New coins required. But the present farthing conld quite well be used as a "l\lil " for the present. 
And there is no nrgent need for the " dime •• coin. 

· The 4/-, 2/6 and 6d. coins would (gradually) dis
appear. But in the meanwhile the 6d., 1d., and jd. 
pirees would have their relative values increased by 

20%, while the !d. so long as it passed as a mil would 
be infinitesimally reduced in value. 

.APPENDIX IV. 

REPORT OF THE ColUIITTEE APPOINTED BY THE INSTITUTE OF BANKERS TO ENQUIRE INTO THE ADOPTION OF A 
DECIMAL CorsAGE AND THE METRIC SYSTEM OF WEIGH'lS AND MEASURES. 

[Adopted at a special Meeting of the Council of the Institute, held on Wednesday, May 2nd, 1917.] 

YoUR Committee are of opinion that tbe existing sys- • 
tern of weights and measnres in this country is an 
obstacle in the way of the extension of our foreign 
trade, apd more especially of our export trade. This 

. is, indeed, one of the main considerations which has 
__.: '--.,.,_ influenced your Committee in recommending the 

---...._ adoption of a decimal coinage, as they hope that it may 
· "' the first step towards the introdm:tion of the metric 

~ of weights and measureS into this country. 
146 ~?mmittee are convinced that no decimal !'l.Ys

sY• tSettJ,l;.' ..nage which is not based on the poundsudmg 
ma Of''llt:;r.C.}!bly be accepted by the ba~ers of this com try, 
MOt..; moder'.t the present pound sterling, unchanged m 
accepting "and fineness, must remain the unit of value. 
theoreti~und sterling is universally recognised in the 
in accept::'ment of international transactions throughout 
the" rw-orld and any abandonmept, even in name only, 
'-.inary · s use 'as our standard unit, wonld be fraught with 
T~k~ip~e -.hich your Committee consider it would bA unwise 
modfH~&t,r. 
:Munit~1ce f • Co~ttee have therefore decided t.> ~ecom
discu.sse<?1 tb'"•mal system based on the pound sterling, to 
perial Ins. · ~r.uto a thousand parts called mils, the coin
Steel Instit~m~:">llows:-
. f M" HII...,r £ 

tl<?n. 0 mulOntinu. . , . 
:Mmmg and 1\_"- h -3retgn ••• ••• 1·000::::: 1,000 mils. 

Is F lC ·"".,! • I'" 00 and meta . u .... fere:-_sovereign ••. , ·Ail} = 5 , 
has .b~n directk. cen~Florin..{ ~r' 
Donumons R<lyal CO.'ll:r ·.,_§billing 
discussed at some leng. , · 

4. It is of rourse th£;) ( r two 
been done in t~e direct-if.,.,. ;ieee) ••• 
comings t<l which referentin or shil
ceding paragraph. The a 
taken a. spec-ial eoono~ic irin (or 
mineral resources of Great :"\ 
series of memoirs on the sub. 
vey of Ireland is entrusted " 
the direction of the DepartJL 
Technical Instruction. :Much 
out during the war in resp 
National Health Insurance 
Dominion Govenuuents have (\r~ 
kinds for the rollecti~n of da!a. •l 
sources of the respecave Dom1mo ,. 

·200= 200 
" 

•100= 100 
" 

·050= 50 
" 

·025= 25 
" 

·010~= 10 ,. 

£ 

{

Four -mil piece · 00-! = -! mils. 
... Two mil • pie.:e · 002 = 2 , 

Mil . ·001 = 1 " 
Bronze 

The use of the term " cent " borrowed from other 
coinage systems, is in the Committee's opinion undesir
able and likely to lead to confusion, owing to the fact 
that our subsidiary coinage _;rould not correspond in 
value with that of any oth~.r country. 

A standard unit of so h,igh a value as the pound ster
ling involves the use ~:,'.hree places of decimals, and 
this may be thought w be an objection to the proposed 
system as comp~> .'ed with the systems prevailing in 
other countrks·: This objection vanishes on examina
tion, because the extra figure to the right of the deci
mal point is compensated by one digit less to the left?f 
the point. Thus, taking a system in which the florm 
is the unit of account, and comparing -the method of 
expressing 'mms in the two systems, we get:-

Pound as unit. Florin as unit. 
_:!Q 17 6 = £26·875 Fl. 268·75 

1 11 6 = 1·575 = , 15·75 
16 4 = ·816 = , 8·16 \ 

If the proposed system be adopted. t~ere ~ill be _no 
change in the gold ooinage. The extstlng silver co!ns 
will continue (in some cases up.der new names) With 
the exception of the crown, half~rown. and threepenny 
piece "·hich it is proposed to discontmue. The half
cro~ ~onld if it were thought necessary, be made 
to fit in U: the new decimal coinage as 125 mils. 
There will be no room, however, for the threepenny 
piece, as this w?uld involve fou~ places of dOClmals; 
but as a substttute the Committee recommend thl' 
coinage of a 10 mil piece having a sr.11lloped edge. 
made of nickel or some other metal or alloy. 

The Committee feel confident that as regards the 
gold and silver coinage the tra~sition _to a _decimal 
system will not present any senous, dlfficulttes. As 
reuards the bronze coinage, a change in the value 
of

0
the coins is necessary, and eom_e dis_turban~ in th'.! 

!'mall evl'ryday monetary transactiOns 1s unavo1dab!<; 
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The sovereign is at present .divided intl? 9?£> 
farthings; under the proposed demmal sy:ste~ 1t w~ll 
be diwded into 1 000 mils. The 4 m1l pu~oe w11l 
be the nearest coi~ to the penny, bei.ng 4 per' ~nt. 
less in value. If, therefore, a 4 m1l bronze p1ece 
is coined to take the place of the p~y, the wage
earner will obtain ten more of these p1eces f~r ev_ery 
wvereign in his weekly wages. I! a 5 mll p1ece 
were coined (whiah would be the log1cal result of the 
adoption of a decimal coinage) the wage-ea~ner 
would, for every sov~eign, obtain 200 ~f such p1eces 
as against 240 penmes. Th~ penny 11~ a common 
measure of value in small reta1l transactiOns, and the 
Committee feel that to substitute the 5 mil piece for 
th(\ penny would arouse widespread hostility to .the 
change, and the riBk of. th~ taking place would b.e 
much greater ~f a 5 mll p1ece, as well as a. 4 wl 
piece were coined. They therefore recommend that 
for the present at all events, no 5 mil piece be C?ined. 
They believe .that the difference of 4 per cent. m the 
value of the bronze coin will be quickly adjusted, 
especially as the decrease in the purchasing power <?f 
the penny during the war has accustomed the publiJ.c 
to such adjustments. 

Certain standard charges will have to be re
adjusted, and may cau~ difficulty, e.g., the pe~ny 
post the penny-a-mile l'allway fare, the penny reoe1pt 
t~,nd 'cheque stamp, and so on, but your Oommittee can 
do no more than point to the exist_e~ce of su~h 
difficulties. They are, however, of op1mon that m 
order to m~tigate the inronveniences of the period. ot . 
transition, an-angements should be made for oalhng 
in the whole of the existing bronze coinage in the 
shortest possible period after the date when the ~ew 
currency system comes into operatwn, and fQr the Im
mediate i§ue of new bronze m~l pieces, or if this 
cannot be done for the re-issue of the old bronze 
I•ieces stamped with their new denominations. 

With regard to the date of the introduction of the 
change, your Committee are of opinion that the 
change cannot be made until some rome after the 
decla.ration of peace, as it will necessitate certain 
mechanical a1terations (e.g., in the adding and calcu
lating machines) which cannot be carried out under 
present conditions. They are, how~ver, strongly of 
opinion that the necessary legislative steps should be 
taken without delay, and tha.t the date of the intro
duction of the ehange be subsequently announced in 
time to permit of an educational campaign being 
organised with a view to habituating the public and 
the staffs of the banks to the new system. . 

The necessary legislation would be simple. Appended 
to the Report· is a short dra.ft Bill which appears to 
be all that is required. 

Your Oommittee have already indicated in the open
~ng paragraph of their Report their approval in prin
ciple of the adoption of the metric system of weights 
and measures in this country. They wish, however, to 
leave the settlement of the details and methods of its 
introduction to those whose business brings them into 
closer practical1'elamon to the subject, and they there
fore confine themselves to this general expression of 
opinion. 

(Signed) R. V. VASSAR-8MITH (Ohaiffman), 
MACKENZIE D. CHALMERS, 

-HARoLD Cox, 
F. HYDE, 
FREDK. HUTH JACKSON, 
R. MARTIN-~~~J,ANn·, · 
T. H. WHIT]9""6AD. 

ERNJ<:ST SYKES, ·' 0 

Secretary, / 

I ..... 

I 

D1·a.jt Bill mentioned in preceding Rep01·t. 

To amend the Ooinage Acts, 1870 and 189r, f~r the 
purpose of securing a Decimal System of'Ooinage. 

Be it enacted, etc. 

Substitution of Decimal Coinage for existing sUver 
a;nd bronze coins. 

I. (1) For the now existing subsidiary coina~e of 
silver and bronze, there shall be subst1tuted 
a subsidiary coinage constitut~ on a ~ecimal 
basis, that is to say, each subs1d1ary ~m shall 
be ·a multipl'e of the thousandth part m value 
of the pound sterling Qr sovereign, and such 
part is in this Act called a " Mil." 

(2) The new subsidiary coinage shall be of the 
denominations speleified in the Schedule to 
this Act. 

(3) In addition to the powers conferred by Section 
eJeven Qf the Coinage Act, 1870, it shall be 
la.wful for His Majesty, with the advice of 
His Privy Oouncil, by proclamation 

(a) to direct that new coins shall be made 
of nickel or bronze or such other 
metallic substance as the Pro
clamation may specify. 

(b) to make such regulations as may be 
necessary or proper for ca-rrying 
this Act into effect, and in par
ticular for adapting the provisions 
of the Ooinage Act, 1870, to the 
coinage issued under this Act. 

Short Title and Construction. 

II. (1) This Act may be cited as the Decimat Ooinage 
Act, 1917, and shall be construed as one with 
the Ooinage Acts, 1870 and 1891, and those 
Acts and this Act may be cited together as 
the Coinage Acts, 1870 to 1917. 

(2) This Act shall come into operation on such day 
as His Majesty may by Proclamation direct. 

ScHEDULE. 

-· 
Denomination of Coin. 

Silver
Double florin 
Florin 
Half-florin 
Quarter-florin 

• 
Nickel or some other metal 

or alloy-
Ten mil piece 

Bronze-
Four mil piece 
Two mil piece 
Mil... .' .. 

Value in 
Pounds. 

.£ 
·200 
·100 

··050 
·025 

•010 

•004 
·002 

· ·001 

Value in 
:M:ils. 

2QO 
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50 
25 
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