- COMMITTEE ON
FINANCE & INDUSTRY

REPORT OF COMMITTEE ON FINANCE AND INDUSTRY.
Cmp. 3897.

CORRIGENDUM.
Page 308. ’

Table I, Introductory Note. Line 3. After ‘ ocoupations ~ add
‘“ covered by the Unemployment Insurance Acts.”

Table I, right-hand column. Delete * Workers for Export as a
percentage of the whole occupied Population * and substifute
" Workers for Export as a percentage of the total numbers
employed covered by the Unemployment Insurance -Acts.”’

X6.3.N29t
G1 .
045935 * LONDON

PRINTED-AND PUBLISHED BY HIS MAJESTY'S STATIONERY OFFICE

* oo e purchased directly from H.M. STATIONERY OFFICE at the following addresses ;
Adastral House, Kingsway, Lendon, W.C.2 3 120 George Street, Edinburgh 2 5
26 York Street, Manchester 1; 1 St. Andrew's Crescent, Cardiff ;
80 Chichester Strect, Belfast;
or through any bookseller

1931
Price ‘ od. net

Cmd. 3897



Cost of Report.—The total estimated expenditure incurred in
the preparation of this Report, excluding the cost of printing and
publishing, amounts to £1,050. The estimated cost of printing
and publishing the Report is £580,



REPORT OF THE COMMITTEE ON FINANCE

AND INDUSTRY.

x}

TABLE OF CONTENTS.

Pagn.
MINUTE OF APPOINTMENT vi.
PART 1.
HISTOIRICAL AND DESCRIPTIVE.
CHAPTRR 1. —INTRODUOTOBY 2
CHAPTER I1.—GENERAL ’Cmmo*rmsncs OoF Monmm
SYsTBMS . . .. 10
CHAPTER ILI —THE INTKENATIONAL GOLD Smnmnn 18
CHAprER IV.—THE MONRTARY SYSTEM OF (GREAT DBRITAIN :
1. The Bank of England .. 25
2. The Joint Stock Banks . . ... 383
3. The Accepting Houses a.nd the Dlwount Ms.rket 40
CBAPTER V.—THE SPECIAL PROBLEMS OF GEBEAT BRITAIN ... 46
CHAPTER V1.—THE DIBEQUILIBBIUM BETWEEN DEMAND AND
SurPPLY .. . .. 55
CeAPTER VII. —Gom AND IT8 Dls'mmu'rmn 63
CrapTER VIII.—THR SBQUANGE OF Evm:'rs SINCE 1925 69
CHAPTER IX.—THR COURSE OF INTERNATIONAL INVESTMENT 79
CEAPTER X.-—-THE FalL oF INTERNATIONAL PRIOES AND
1178 CONBEQUENCES 84
CHAPTER XI.—THE Immun oF [MON]ITABI Pomoy ON THE
Prioe LEVEL:
1. Monetary and Non-monetary Factors 92
9. The Task of the Monetary System ... 94
3. The Functions of Bank Rate . . 95
4. The Supply of Credit to Buamcss and Enterpnse 99

47089

A2



iv

5. The Influence of the Bankmg System on Invest-
ment ‘s

6. International Lumtatlons

PART II.

CONCLUSIONS AND RECOMMENDATIONS.
CHAPTER I.—THR MaiN OBJECTIVES OF THE MONETARY

SYSTEM

I. The Gold Standard :

1.

2.

The Recent Working of the Gold Standard
The Question of an International Standard

3. Devaiuation ... "
4. The FProspects of lthe Gold S*anda.rd
I1. The International Price Level :

1.

The immediate Necessity to raise Prices above
their Present Level

2. The long-period Stability of the Pnce Level
'III. International Currency Management
IV. Domestic Carrency Management

CHAPTER 11 —PROPOSALS RELATING TO INTERNATIONAL
MoNETARY PoLicy :

1. Proposals of a Permanent Character ;

1.

oo

6.

Main objective of Central Banks to Maintain
Stability

Use of Central Bank Beserves
Post-war Changes in Gold Standard ...
Obstacles facing Central Banks ...

Central Bank control over the Volume sand
Terms of Bank Credit ...

Conclusions ...

11. Proposals to meet the Preaent Emergency
- CHAPTER IT1.—PROPOSALS RELATING TO DOMRBSTIC Monn-rmr

Poricy :

1. The Note Issue ... ..
2. The Resources of the Ba.nk of Enﬂland

8. The day-to-day Policy of the Bank of England .

4. The Relations of the Bank of England with the Jomt
Stock Banks

Page.

102
105

106
108
110
111

114
117
118
118

121
121
124
126

129
131
133

137
147
152

155



CHAPTER IV.—PROPOBALS RELATING TO THYE CAPITAL MARKET

PoR HoMme INVESTMENT

{HAPTER V.—PROPOBALS RELATING TO INFORHATION AND

STATISTICH
CoxcrLuning NoTER

1.15T of WITNESSES APPEARING BRFORE THE COMMITTER

ADDENDUM I “ e

RESERVATION TO ApDpENDDM I ...

AppENDUM 11

AppENDUM IT1

AppeExpUM IV

ReEseErvatioN BY SR T. ALLEN AND MR vam
REesErvaTION BY MA. LUBBOCK ...

RESERVATION BY MR. NEWBOLD .

ResERVATION BY SIR W. BAINE .
MeMoraNDUM OF DISSENT BY LLORD BRADBURY

APPENDICES : TABLE oF CONTENTS
INDBX

470¢9

Page.
161

174
185

187

190
209
210
217
237
239
241
241
257
263

282
315



