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FOREWORD 

TnE TWENTIETH cENTURY FUND offers this survey of the domestic 
postwar plans of the United Nations as part of a systematic effort to 
inform the public about the problems we shall have to face when the 
war is over, and about the plans which are already being made to 
solve those problems. 

The Fund has already published two editions of a directory of 
national agencies, both government and private, in the United States 
which are engaged in research and education in the field of postwar 
problems (Postwar Planning in the United States) arid a study and dis­
cussion manual entitled Wartime Facts and Postwar Problems which 
briefly states the _probable postwar problems in each major field of 
American economic life in the light of wartime developments in Olll" 

economy. A major research project to estimate the probable post­
war needs and resources of the United States is being carried out 
under the direction of the Fund's Economist, Dr. J. Frederic Dew­
hurst. The Fund has also commissioned Stuart C_b.ase to write a series 
of six popular reports of which three have already been published, 
to give the public a vivid word picture 'of profound forces for change 
which, let loose in the years· before the .war, are being given new 
force and directions under the stress of the conflict, and to suggest 
how their consequences may be dealt with when the war is over. -

This volume of Dr. Lorwin's extends the canvas of the Fund's 
reports beyond our own borders to include the problems and plans of 
all the United Nations. It is offered to the public, as have been the 
other Fund publications in this field, with the .conviction that the · 
more clearly our goals for the peace are defined, the greater- will be 
the vigor with which we carry on the war-and the more likely we 
are to avoid the terrible disasters that came upon us in the years that 
followed World War ~1. 

The Fund is grateful to Dr. Lorwin for the thoroughness and the 
dispatch with which he has covered this assignmet?-t -and to those 
who assisted him in his task. -

330 WEST 42n STREET 
NEw YoRK 18, NEw YoRK 
SEPTEMBER 1943 

EvANS CLARK, Executive Director· 
The Twentieth Century Fund 

v 



AUTHOR'S PREFACE 
I 

MuCH HAS BEEN WRITTEN in the past two or three years on the political 
and economic aims of the Axis Powers. Many recent books deal with 
National Sociali'sm, Italian Fascism, Japan's "Co-Prosperity Sphere,." 
and with the "New Order" which they propose to establish in Europe, 
Mrica, Asia, and in other parts of the world. These volu.mes.have 
clarified for the American peop~e the thteat to freedom. and peace 
inherent in totalitarian doctrines and schemes. · . 
. On the other hand, writings on the purp-oses and plans of the 

United Nations with regard to the postwar world are scanty and 
spotty. There is no single volume today which gives a general pic­
ture of the way in which the members of the United Nations plan to· 
organize their own countries after the war and to co-ordinate their 
national policies for purposes of international co-operation. · 

This volume attempts to fill the gap, at least· with regard to their 
domestic plans. It describes the proposals and programs for national 
or domestic postwar reconstruction which have been formulated by 
governments and government officials, by organized eco~omic groups 
--employers' associations, chambers of 'commerce, trade unions, 

· etc.-. and by various social groups in the different countries~ So far . 
as possible, it presents the economic and social con~itions which 
influence the making of such plans in each country. · 

The present volume is a factual and objective survey. The task has 
been to describe and explain, not to judge or evaluate programs. 

The writer has been greatly helped by the co-operation of many· 
organizations and. agencies in this country-public and private, 
American and foreign-which are concerned with postwar planning. 
These agencies have kindly supplied their publications as well as 
unpublished material and have freely given information at their 
disposal. As far as possible, references are made to these materials· 
in the footnotes to the text. The writer is under special obligation; 
to the National Resources Planning Board for permission to use the 
materials of its reports and to reprint the table in Chapter 7. It is 
understood, of course, that none of these agencies is responsible for 
the use made of the data supplied or of their interpretation in the text. 

This study could ~e completed as planned .only owing to the co­
operative attitude of the National Resources Planning Board which . 

vii 
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extended to the writer the opportunity of taking leave from his 
official duties, thus ~abling him to find the time necessary for the 
task. The preparation of this study is, however, entirely inde­
pendent of the work of the Board itself and of his work for the Board. 

A large part of the materials used in this study was collected with 
the help of Theodore A. Sumberg. It is a pleasure to acknowledge 
here his good judgment and.research capacities and the co-operative 
spirit in which he rendered assistance. 

This study was undertaken in the hope that it woUld help the 
cause of the United Nations. This hope is based on the belief that 
a clearer view of the domestic plans and programs of the members 
of the United Nations is e~sential for a postwar settlement on the basis 
of common aims and ideas. Nothing can be gained by slurring over 
differences of views, interests, and policies. Frank and open dis­
cussion may rufile the surface for a while, but, in the end, it should 
smooth the waters for those seek~g larger and safer harbors. 

LBwts L. Lo:a.wtN 
WASHINGTON, D. c. 
SEPTEMBE:B. l.I, 1943 
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Chapter 1 

THE UNITED NATIONS AND POSTWAR PLANNING 

TmR.TY-TWO NATIONS in all parts of the world stand united today in 
the struggle against Germany, Italy, and Japan, pledged to employ 
all their resources, military and economic, until complete victory is 
achieved. They are the United Nations, forged in the crucible of war 
against the aggression of the Axis Powers. 

The United Nations came into being on January 1, 1942, when 
twenty-six nations jointly subscribed to the purposes and prin_ciples · 
of the Atlantic Charter. These twenty-six nations were the United 
States of America, Canada, Costa Rica, Cuba, the Dominican Republic, 
E1 Salvador, Guatemala, Haiti, Honduras, Nicaragua, and Panama 
on the American continent; the United Kingdom of Great Britain and 
Northern Ireland; Belgium, Czechoslovakia, Greece, Luxembourg, 
the Netherlands, Norway, Poland, and Yugoslavia in western, cen­
tral, and eastern Europe; the Union of Soviet Socialist Republics,­
China, India, South Mrica, Australia, and New Zealand. Mexico, 
Brazil, and several other countries gave their adherence somc:what 
later. · · . 

The thirty-two members of the United Nat~ons differ widely in area 
and population, in economic resources and wealth, as shown in the 
accompanying table. They differ in social organization, and political­
status. They speak different languages. They have diverse back­
grounds, traditions, and international connections. Some are large 
and powerful, others arc; small and weak. Furthermore, they are 
differently situated with regard to the conduct of the war. The Soviet 
Union is at war with Germany, but not with Japan. Great Britain 
has declared -war on Finland, while the United States has not. Some 
of the countries have been overrun and occupied by the German, 
Italian or Japanese armies. Others are involved in military operations 
only to a limited degree, if at all. These differences may give rise to 
difficulties and friction but they need not be an obstacle to unity in so 
far as they make the different countries supplementary to one another 
and are subordinated to a common purpose. · 

Despite differences, the United Nations are bound together by 
the desire to win the war and by the hope. of winning the peace. 

1 



2 POSTWAR PLANS OF THE UNITED NATIONS 

National In-
come per Head 

Area Population of the Worlr.in1 Exports Imports 
Countey- in Square at End of Population• 

1938, n Old I92S-19J4 in Kilometers I9J9 dollars of equal l1. s. Gold Dollara 
pW'chasiq I power 

(111 TMulllllll) . (1 II Jl illiMU) 

'UNITKD N.t.TIONI 

Ausualia •.•.••.••.•••.•••. 7,704 6,997 $980 $3o6.6 $]0l..l 
Bdgium' ..••...••••..•.•.. 30 8,396 6oo 419.2. •fS2..8 
Bolivia .••.•.••••••••••••.. 1,090 ],400 - 10o) 14-7 
Brazil . .•.........•..•..... 8,p1 .f01 900 4oo-'oo 176.o 174·8 
Canada •••••••••••.••••..•. ,,s69 11,]68 1,337 s61.7 )98.6 
China• .... ................. JJ,IO) 4so,ooo loo-ll.O 191·7 3SS·.9 
Costa lUca ••••••••••••.•.•. so t3.9 - 6.o 7·S 
Cuba ...................... . 114 4·1B - 84.1 62..6 
Czechoslovakia' •••••••••••. 140 ISJ13.9 4SS 10,9.0 171·.9 
Dominican Republic .• : ••••. so 1,6so - 8.5 6.6 
El Salvador •••••••.•••.•••. 34 1,74S - 6.5 5·4 
Ethiopia .. ......... ·· ........ ,900 s.soo - - -
Greece . .•.....•. .,. ......... 1)0. 7,101 397 53·2. 78.1 
Guatemala .•••••••• ;, •••••. 110 ),160 - 9·7 11.4 
Haiti ... ................... 16 1,6oo - 4·1 4·5 
Honduras •••.•••.•••..•••.. 154 1,090 - 4·8 6.1 
India• ................... ... 4·07.9 382.,000 100 3S0-4 315.1 
Iraq ......................... 301 ),700 - 10.6 16., 
Luxembourg. ; ••..••....... 2..6 301 - - -
Me:xico .•••••••.•.••••..... 1,,96.9 1,9,380 360 uo • .9 64.8 
Netherlands ............... 33 8,8}4 a, 337·4 45.9·7 
New Zealand ••••.••....... 168 J,641 1,2.02. 131.6 12.7 .o 
Nicaragua ••••.••••........ uS 88) - 3·5 ).0 
Norway ...•••••...•....••• 313 1,937 53.9 111.0 171ol 
Panama .••..••.......•.... 7S 570 - 1.1 10.4 
Philippine Islands ••......... 196 16,300 375 67·3 77·2. 
Poland' ••....•..••......•. 38.9 35,090 351 132.·.9 145·.9 
Union of South Mrica ...... J,12.1 10,151 176 18.9.0 187·4 
Union of Soviet Socialist • 
· Republics• ..••••..•...... u, 176 171,000 310 J48·4 JS8·5 

United Kingdom .•.. ~ ...... 14-J 47,7H 1,069 1,]58.6 1,4]8.1 
United States •••••...•..•.. 7,83.9 J31,.fi6 1,381 1,8o5.6 J,l51·4 
Yugoslavia .•••••••....•.• ·I 1-48 IS,703· 330 68.6 67·4 

Sources: StminkJ y,, Booi. •f t/J1 u11gw •f N111i1ns, 194o-1941, and Colin Oark, T/J1 
Conditions •J Ee~n1mk Pr11urss, 1940. 

a. For a few countries, not all the years from J91S through 1.934 were included. 
b. National income and fordga uade include Luxembourg. 
c. Including Manchuria, Outet Mongolia, and Tibet. 
d. Population is for end of 1937· 
e. Population and uade include Indian States; income is for British India alone. 
f. Population is for cod of1938. 
g. Area ·as of 1938. The income is for 1934 only. · 
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National In-
come per Head 

Area Population of the Working Exports · Imports Population& Country in Square at End of 192S-1934 in 1938, in Old . Kilometers 1939 dollars of equal U. S. Gold Dollars 
purchasing I power 

.. (1• TkllfiSafllls) (1• J( illiflfSS) 
.. 

.usoa.ATBD NAnONI 

Chile ..............•....... soo-6oo 82..:1: 6o.] 
; 

742. 4,94° 
Colombia ......••......... : 1,139 8,986 - SS·7 52..6 
Ecuador .......••.••....... 4SS ],000 - 1·0 6.2. 
Egypt ..................... x,ooo x6,68o 3C>O-JSO 84~6 1o6.o 
Iceland ..•.......•••....•.. l:O] 12.0 - 1·S. 6.4 
Iran .......••.....•........ . 1,64} IS,OOO - \ S].J: so.J: . 
Liberia ..•.•.....••........ 12.0 l.,soo ·- - -
Paraguay ....•••..•........ 397 970 - S·3 S·7 
Peru .•...•.•••.•.......... l,2.49 ],000 - 44·9 3S·x 
Uruguay .•...••........... 187 6so ]6.6 ]6·4 ' 2.,147 
Vcnczuda ......•.......... 912. 3,6so - 161.4 57.6 

That is the significance of their adherence to the Atlantic Charter.· 
For the Charter, even if it be regarded as provisional in character, 
lays down the principles on which the United Nations can.develop' 
co-operative action to maintain a lasting peace and to promote eco­
nomic prosperity throughout the world after the war. 

The United Nations are agreed that in the postWar world they must 
endeavor to secure improved labor standards, economic advancement, 
and social security for all by the fullest collaboration between nations 
in the economic field, by guaranteeing all states access on equal terms· 
to the trade and raw materials of the world, and l?y other means. 
To the extent to which these goals dep~nd on international 
co-operation, they can be achieved only if appropriate forms of or­
ganization and effective methods of international collaboration are 
devised and put into effect. Many specific questions arise such as the 
form and powers of international and regional associations, the main­
tenance of order by means of an ••international police .. or otherwise, 
the conduct of international trade, methods of exchange stability, 
and so on. · . 

These questions call for much thought and negotiation, and are the 
subject matter of what may be called ""international postwar plan­
ning .. by members of the United Nations. Many proposals and plans 
for the solution of these problems are now under discussion. They 
form an important phase of the preparations by the United Nations 
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for the peace and the postwar world. However, they arc outside the 
scope of the present study. 

The goal of the United Nations to achieve ··security and economic 
advancement for au·· has another, purely national, aspect. It would 
obviously be impossible to obtain the objectives of the Atlantic 
Charter by international means if each country or a number of coun­
tries followed policies at home having opposite purposes and aims. 
The international obligations and promises of the United Nations 
imply that each nation will pursue national policies which have the 
same objectives of improved labor standards, economic advancement, 
and social security. Each member is faced with the problem of for­
mulating in advance the economic and social policies which it hopes 
and intends to pursue within its own borders at the end of the war, 
in harmony with the common goals of the other United Nations. 
It is with such national postwar planning that this study is concerned. 

This national aspect of postwar planning has been coming into 
fuller view gradually. Soon after the outbreak of the war, there was 
some discussion in a few countries of the United Nations concerning 
the social and economic order which was to emerge after the war. 
This was stimulated by the very difficulties in which these countries 
found themselves. It was during the agonizing months of 1940 that 
the first public discussion of postwar aims and purposes took place 
in Great Britain. At the time when England stood almost alone 
against the threat of the Nazi armies, this discussion helped the Brit­
ish people to muster the spiritual energies for the struggle. 

As the war proceeded and the outlook became more favorable for 
the United Nations, the need to prepare for the period following the 
end of hostilities became increasingly recognized. From being merc:ly 
an expression of ideas on the part of some groups of the population, 
postwar planning became a function of governments. Official commit­
tees and commissions were set up for the purpose in a number of coun­
tries, and technical studies were begun on a large scale. During 1941-
1942, postwar planning became part of the conduct of the war and of 
preparations for the peace to follow. 

During the past six months, postwar planning has emerged from 
the stage of mere discussion into that of practical consideration by 
the public authorities in all the different countries of the United 
Nations. In the first half of 1943, general principles and specific pro­
posals and legislative measures were elaborated and debated in the 
British Parliament, in the Congress of the United States, in the Parlia­
ments of Australia, Canada, and New Zealand, in the provisional 
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consultative bodies of the governments-in-exile, in the government 
councils of Mexico, Brazil, and other Latin American countries, as 
well as in the political and legislative bodies of India and China. More. 
than that, legislation has already been passed in some countries deal­
ing with special postwar problems such as demobilization, repatria-
tion, social insurance, and housing. . _ . 

The separate countries of the United Nations are now shaping the 
outlines of their postwar national economic and social systems._ How 
far this process is advanced before the end of the war will be an im­
portant factor in the transition from war to peace, and will determine 
the rapidity and surety with which postwar policies may be put 
into effect. 

The postwar planning of the members of the United Nations raises 
three questions which are of basic importance for the future peace 
and welfare of the world. (1) To what extent are the separate na­
tional plans now under discussion in accord with the social and 
economic goals for which the war is being fought? (2) Are these plans 
and policies likely to facilitate international collaboration by the 
United Nations? (3) How and by what means c:an the national plans 
in the separate coun~ries be brought into greater harmony with one 
another and with policies for international co-operation? 

These questions can be answered only on the ba.Sis of a more com­
plete knowledge of the facts. It is necessary to have a clear picture of 
the national plans itt the different countries, of the problems which 
they are expected to meet, and of the factors which determine the 
choice of policies and measures. It is further necessary to analyze the 
possible interaction of the proposed national programs and the reper-. 
cussions which they are likely to have internationally. 

This study is designed to supply some of these facts. It describes 
the postwar plans now under discussion in most countries of the 
United Nations, in the light of their economic and socialbackgrounds 
so as to make clear how each nation or country intends, or would like, 
to reorganize its social and economic life after the war. In so far as 
most countries depend on exports, this involves a consideration also 
of their proposed export, migration and investment policies. But it is 
not part of this study to examine international policies as such, e.g.,. 
proposals for monetary stabilization, international banks, and' the 
like. 

The terms "postwar planning" and "postwar plans" are used here 
rather broadly, in accordance with the different meanings which they 
have in different countries. In its broadest usage, planning means· 
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simply the preparation of policies and programs in advance to meet 
expected postwar situations and concrete problems. 

In the United States and Canada, the term planning is most often 
used to design~te th~ effort to correlate national economic and social 
policies in a way consistent with general national purposes. Some 
of these policies involve public controls and government guidance, 
but the emphasis is not so much on government intervention as on 
the need for the co-operative action of all economic groups and 
government for common aims .. 

In other countries, such as New Zealand, planning involves the 
.control of the state over certain strategic sectors of the economy, 
such as the banks an·d foreign trade. This is combined, however, 
with the individual initiative and activities of private enterprise. 
Planning is conceived largely as a method of economic regulation 
and social corltrol by the government in the interest of integrated 
national 'development. 

In the Soviet Union, the word .. planning" is used to designate the 
processes of organizing and operating a collectivist economic system 
on the basis of a unified state budget, under the direction of the gov­
ernment and o£its agencies. Planning then involves government man­
agement of a completely co-ordinated economy and social system, and 
is equivalent to .. planned economy.'" 

In still other countries, e.g., Czechoslovakia, planning refers to a 
combination of several types of economic control. Also different 
meanings are attached to the term in the same country by different 
groups of the people. These variations will be brought out in the 
consideration of the national plans of the individual countries of the 
United Nations. 

The ways in which postwar plans are being prepared in the several 
countries of the ·united Nations differ widely. In some, the only 
plans which have practical importance are those advanced by the 
government. In most countries, however, private social groups and 
economic organizations are actively engaged in preparing for the 
postwar world. Planning by unofficial groups is important in so far 
as it supplements, and often shapes, the plans and policies of the 
government. It is also significant as an expression of democratic proc­
esses of discussion. It is for these reasons that this study is not con­
fined to government proposals. 
- In most countries of the United Nations, the war has stirred men"s 
minds to a re-examination of all basic values and social institutions. 
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Whether the war is regarded as a struggle for the preservation of tra­
ditional ways of life or as a necessary, if painful, step in a world-wide 
economic and social revolution, it is accepted as a challenge. to re­
think and restate the issues. For even those who wish to maintain the 
status quo after the war must plan to meet the forces which threaten 
it and· must find ways of giving new strength to old forms. . 

So the postwar plans of the United Nations have a wide range. Not 
only questions of econ'omic and social policy, but of political organi­
zation, education, religion, administrative procedures and the like 
are being raised. Some of the countries ate elaborating proposals 
which aim to reorganize their entire system of life. . - · · 

This study is aimed to give as clear a picture as possible of this large 
and manifold process. It is not necessary, however, to cover all phases 
of planning in each country or to catalogue all proposals made by gov­
ernment and private groups. On the contrary, both the scope of plan­
ning in eacli country and its individual features can best be brought 
out by selecting basic issues and plans and at the same time viewing 
them in the light of the general development of the country. , 

In looking forward to life after the war, the thirty-two members of 
the United Nations are moved by national hopes arid aspirations. But 
past experience and the events of the war prove forcioly that t4e rea­
sonable aspirations of each nation depend for their fulfillment on the 
capacity of the United Nations to act together. It is also evident_ 
that united action can not be entirely spontaD;eous, but must be plan-
ned and organized. · " \ · 

In preparing for this community of purpose and· action after' the . 
war, the countries of the United Nations must know each other's. 
problems and each other's hopes and plans for the future. This knowl­
edge is essential to smooth out differences in their points ofview, to 
promote mutual tolerance and respect, and to pave the way for better 
understanding. It is hoped that this study may add to such knowledge 
and help to clarify and unify the preparations of the United Nations 
for the world after the war. 



Chapter 2 

PLANS OF ECONOMIC AND SOCIAL GROUPS IN THE 
UNITED STATES 

A suRVEY issued this year 1 lists 137 agencies and groups, private and 
public, in the United States engaged in "postwar planning." These 
agencies and groups differ widely in aims, scope, and methods of 
operating. Postwar planning means different things to them and a 
listing of their plans gives no picture of an orderly preparation for a 
well-defined task. 

However, an inner logic in this planning may be made clear by a 
proper method of classification. To begin with, the various planning 
activities in the United States fall under the two large headings of 
national and international planning. Many of the private groups and 
some of the public agencies actively concerned with postwar policy 
are interested entirely or primarily either in the adjustment of rela­
tions among nations, such as the fixing of frontiers, the repatriation 
of refugees, or in#the setting up of international mechanisms, politi­
cal and economic, for the maintenance of peace. Such agencies pay 
only incidental attention, if any, to domestic problems or to there­
lations between domestic and international policies. Their work and 
plans are outside the scope of this study. 

The activities of the groups which deal with national postwar 
problems can be conveniently considered under five subheadings. 
First are the plans and proposals, numerous enough, advanced by 
individuals, either as specific schemes or in the form of general pro­
grams and "panaceas." \Vhile some of these plans may exercise influ­
ence on public policy, they do not come within our purview here. 

Second are the plans and programs of organized economic groups. 
In general, they are formulations of demands and policies which are 
regarded as essential to the prosecution of the social-economic inter­
ests of the respective groups. It is the assumption of such plans that 
the interests of the group coincide with the general public welfare, 
but the point of departure is the group interest. The groups whose 
plans will be considered here include the farmers, business and labor. 

Third are the more general plans of mixed social groups which aim 
to find and express the national point of view and a national program. 

1. Postwar Planning in the United States: An Organization Directory, 2, The Twentieth Cen­
tury Fund, New York,1943. 

8 
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These groups include the churches, political parties, and some private 
research and educational associations. 

Fourth are the specific, and largely technical, plans of government 
departments and agencies affecting a limited field of economic and 
social life. Almost all government departments in Washington now 
have, under one n~me or another, postwar planning sections which 
deal with the problems likely to arise at the end of the war .. These 
sections are studying problems of demobilization, reconversion of 
industry to a peace basis, occupational outlooks, agricultural policies, 
fiscal' problems, housing, social· security, etc., and are elaborating 
specific proposals which may become the basis of public policy a0:d 
legislation. 

Fifth are the studies and research of those government agencies 
whose function it is to combine special technical proposals into a 
co-ordinated program which may serve as a basis of a general national 
policy. 

It is impossible, within the limits of the present study, to surv~y 
in detail the large amount of work which has been done by the 'many , 
public and private agencies on the various aspects of postwar reorgani­
zation. In this and in the following chapter the most significant parts 
of that work are summarized so as to indicate its general trend and 
significance for national postwar development~ The studies and ·pro­
posals of the government departments are considered in Chapter 3. 
In this chapter, only the programs of the several private groups are 
examined. But to avoid repetition, the planning work of the United 
States Department of Agriculture is describ~d in this chapter together· 
with, and in the light of, the programs of the farmers' organizations. 

' 1. AGRICULTURAL PLANNING AND FARMERS' PROGRAMS 

It was widely recognized, on the eve of the present Wfl.r, that the 
condition of large groups of American far:mers was unsatisfactory and 
that American agriculture in general was facing difficult and complex 
problems. Commercial farmers had large surplus stocks of wheat, feed 
grains, tobacco and cotton which could not be disposed of in domestic 
or foreign markets, and which tended to depress prices and farm in­
comes below what was regarde~ as a satisfactory level.2 The "sur-

2. A satisfactory level of prices and incomes has become identified with the idea of a 
"parity level." Income parity has been defined as ''that per capita net income of individuals 
on farms from farming operations that bears to the per capita net income of individuals not 
on farms the same relation as prevailed duting the period August 1909, to July 1914." Price 
parity is such a ratio of prices received by farmers and prices paid by them which is equal 
to the ratio as it was between 1909 and 1914. See Oris V. Wells, "Planning and Agricultural 
Adjustment," George B. Galloway (editor), Planning for Americll,1941, p. 234. 
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pluses·· were due to an uneconomic use of land, to low consumption 
levels of the American people, to shrinking foreign markets, and 
other causes. 

The outlook for enlarging the markets for agricultural products 
either at home or abroad was not encouraging. Surplus stocks were 
accompanied by .. surplus acres'' and .. surplus farmers," as millions 
of acres of good agricultural land and at least one fourth of the agri­
cultural population were underemployed or suffered from ''concealed 
unemployment." On the other hand, in many parts of the country, 
e.g., the Southern Appalachians,.the Great Plains, over large sections 
of the Cotton Belt, farm population had outrun resources. and was 
,being forced to seek a livelihoocl elsewhere, thus giving rise to the 
problem of the .. migratory worker.". 

Farm tenancy was everywhere on the increase and was resulting in 
the steady enlargement of a class of permanently landless agricultural 
tenants and laborers. The proportion of low-income groups among the 
farmin$ population was large. Many farm families were in a state of 
poverty and dependent on some form of direct relief to eke out a 
meager living. Housing, sanitary and health conditions, and educa­
tional opportunities in many farming communities were far below 
those in the cities and below minimum standards of decency .1 

By 1939, American agricultural policy, after fifteen years of agita­
tion, had reached the end of a cycle. American farmers were settling 
down to a definite way of looking at their problems and of adjusting 
to them. In 1937-1938, legislation was passed which was destined to 
determine the entire course and conditions of farming in the United 
States, and agencies were set up to help the farmers in using the new 
laws to their benefit. Thc...Agrkultural Adjustment Act, passed 'in 
1938, provided for soil conservation, good farm management, and 
balanced output; for storage loans to producers of wheat, corn, 
cotton, tobacco and rice; for crop insurance; for parity payments to 

3. For a summary of the economic position of the 6 million odd farms in the United 
States as revealed by the Census of 1940, see Rlportofthl SecreiM.J of Agriculturl,1941, pp.16G-166. 
A few striJdng figures may be cited here: Between 1900 and 1935, the number offarge farms 
of 500 acres or more increased 67 per cent. About 90 per cent of the total commercial farm 
output was produced by about 50 per cent of all the Iarms in the United States. Owing to 
technical and managerial changes, the number of workers required for farm production de­
clined from 12 to 10 million between 1909 and 1939. In 1936, 1.7 million farm families had 
an average annual income of less than $500, and half of these families had an average annual 
income of $250. In the period 193Q-1940, almost 1.7 million mortgaged farm businesses 
failed. In 1937, farm migrants aggregated about one million individuals and families. More 
than one million farm families live in slum houses. 
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increase the income of producers; and for the diversion of agricultural 
surpluses into domestic and foreign channels.' 
'While this Act was intended primarily to help comm~cial farmets, 

the Ba.nk.head-Jones Farm Tenant Act of 1937 was designed to aid 
tenant farmers by advancing loans to them to purchase small farms on 
a long-term mortgage basis. Small-scale and subsistence farmers were 
helped by special grants and subsidies, by conservation policies, by im­
provements of technical operations, and by subsidiary rural indus­
tries. At the same time, it was proposed to help all farmers by raising 
nutritional standards, by stabilizing industrial employment, and by 
regularizing foreign markets for American farm products through 
international commodity agreements and in other ways. 

These aims and policies, endorsed by the farmers· organizations, 
became the .. farmers' program," which gave direction to planning 
for agriculture. In the fall of 1938, the Bureau of Agricultural Econom­
ics in the Department of Agriculture was made the central planning 
agency for the Department. So that planning might be effective and as 
democratic as possible, the Department of Agriculture made an agree­
ment with the state agricultural colleges to carry on state and county 
planning co-operatively. Steps were taken to draw farm~ into the 
process by organizing county and state comtnit'tees through which 
the fanners could formulate their ideas and sug&est!ons, discuss pro­
posals, and reach agreement on policy. Within· ,the Department; of 
Agriculture, interbureau co-ordinating committees were set up to 
consider the recommendations of farmers, experts, and administrators 
and to make suggestions to the Agricultural Program Board of the 
Department. This Board was made up of the Secretary of Agriculture 
and bureau chiefs of the Department. · 

The effects of the Second World War so far have been to remove or 
soften some of the problems with which American agriculture 
struggled before 1939. The needs of the United Nations, the operations 
of Lend-Lease, and the increasing consumption of the American 
Armed Forces and of the people since 1939, and especially since De­
cember 7, 1941, have diminished surpluses in_ grains, cotton, and 
tobacco, and have created shortages in dairy and animal products, 

4. The agencies which were to carry out these Jl?licies, either as part of the Agricultural 
Adjustment Administration or in co-operation With it, are the Soil Conservation Service, 
the Federal Surplus Commodities Corporation, the Federal Crop Insurance Corporation, 
the Farm Credit Agency, the Farm Security Administration, etc. See F~~N~JtTs in " Ch11nging 
W orlJ, U. S. Department of Agriculture, 1940, PP· 23-24. · 
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fats and oils, vegetables and fruits. Under the .. Food for Freedom" 
drive and the lure ~I higher prices, American farmers are now engaged 
in expanding output in products other than grains and cotton. Higher 
prices have increased cash incomes of farmers, especially of some 
groups of farmers. Total net farm income in 1942 was over $10 billion, 
larger than in any previous year. Though there are still many farm 
families in need of help, the general situation is greatly improved. 
The problems which vex the farmer today are those of a wartime 
economy-higher costs, labor shortages, priorities, shipping difficul­
ties, and the like. 

American farmers are aware, however, that the war cannot solve 
the underlying problems with which they have been faced for two 
decades. They remember the experience of the First World War, when 
they were catapulted from the height of war prosperity into the abyss 
ofpostwardistress. TheproblemsarisingoutoftheSecond World War 
may differ from those of 1919-1920, but they are likely to be difficult 
in their own way. . 

Today, in contrast to 1919-1920, the farmers are trying to anticipate 
these problems and to make some·preparations for answering them. 
They are also relying on the Department of Agriculture to assist them 
in studying the possible consequences of the war on agriculture and 
in finding ways for adjusting to the postwar situation. An examina­
tion of the proposals of the farmers themselves through their organi­
zations and of the work of the Department of Agriculture indicates 
the lines along which postwar American agricultural policy is being 
shaped.: 

• a. PROGRAMS O:P FARMERS ORGANIZATIONS 

There are three outstanding national organizations of farmers in 
the United States: The National Grange, the American Farm Bureau 
Federation, and the National Farmers' Union.• Together these three 
organizations have a membershi'p of several million' and claim to 
represent the majority of the farmers of the country. 

5. This short name is generallr used instead of the rather long full name-National Farmers' 
Educational and Cooperative Uruon of America. 

6. The Grange-the oldest of the three organizations-claimed in 1939,800,000 dues­
paying members in 8,000 local Granges. Its main strength at present is in New England 
(known as "the Gibraltar of the Order" with a membership of 150,000), New York, Pennsyl­
vania, New Jersey, and Ohio. Over one third of the membership of the Grange is composed 
of women and of boys and girls over fourteen years of age. The American Farm Bureau 
Federation had in 1940 some forty state Farm Bureaus and a membership of 400,000, a 
majority of whom live in the Corn Bdt. In 1939, its total income was over $253,000. The 
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Some rivalry exists among the three organizations, and also dif­
ferences of opinion due in part to differences in the economic and social 
position of their membership. The Grange is dominated by middle­
class farmers of the East and Middle West. The Fartl} Bureau Federa­
tion has a, strong element of members with larger-sized farms. The 
Farmers' Union is more under the influence of low-income farmers, 
share-croppers and tenants. On some points, however, these organiza­
tions are agreed. Both the points. of agreement and of difference may 
be brought out by summarizing briefly the postwar programs of the 
three organizations. • · 

(1). Program of the National Grange 

According to its leaders, "the soul of the Grange is its ritualistic 
side, and its emphasis is on moral and spiritual ideals.''7 These are 
not seriously affected by the war; neither is the social-economic pro­
gram of the Grange which is based on these ideals. The Grange claims 
to stand for self-help and equality of opportunity, for "fair treatment 
rather than special ·privilege," and for "economic justice rather­
than subsidy." On the basis of these principles, it wants to 
give American agriculture a "fair share of the national income" 
through more efficient production, higher prices, "better distribution 
based on co-operative marketing methods, low interest rates and 
credit, new uses for farm products, lower taxes, and agricultural edu­
cation. 

The tenor of Grange declarations is against government centraliza­
tion, large public expenditures for relief, and government interference 
in business. It regards the Agricultural Adjustment Act merely as a 
temporary measure to tide over the farmer until ht; can secure his 
proper place in the market by his own efforts: At th~'same time, the 
Grange opposes "monopolistic practices" wJ:;tich "rob the people o£ 
the fruits of their toil," and favors "more adequate enforcement of 
the anti-trust laws." While endorsing "the inherent right of labor. 
to strike,'' it would make labor unions more ''responsible'' and would 
give agriculture exemptions under the Wage-Hour Act and similar 
social legislation. 

National Farmers' Union claims to represent 100,000 farm families in forty states. Its c~ 
operative associations for buying and sdling have a memb,rship of about 300,000 farmers 
and do a business running into large sums. The Farmers' Union Grain Terminal Association 
of St. Paul is one of the largest grain marketing co-operatives in the world. For a survey 
of these organizations see DeWitt C. Wing, "Trends in National Farm Organizations," 
Farmers in a Changing World, pp. 941-979. 

7. Farmers in a Changing World, p. 950. 
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Especially important for international economic relations are the 
demands of the Grange to ''give the American farmer the American 
market to the limit' of his ability to supply it,'' and its disapproval 
of the Reciprocal Trad~ Agreements program on the ground that it 
depresses farm prices ''by encouraging imports of competitive prod­
ucts from countries where sub-standard labor conditions prevail." 
To protect .. American interests" and the '"system of free enterprise,'' 
the Grange favors the levying of excise taxes on all imports on the 
dutiable list when the landed cost of such goods falls below the 
American wholesale selling price, provided the commodities are com­
mercially available in the United States. The Grange would create a 
nonpanisan board, responsible to Congress and representing both 
producing and consuming interests, with power to regulate imports. 
""Regulation".in this case means largely restriction. The Grange seem­
ingly has no objections to an expansion of agricultural exports, and 
is in favor of completing the St. Lawrence Seaway project which has 
value chiefly for overseas trade. 

In the field of wider national policies, the Grange favors continued 
private ownership and operation of the railroads, more highway con­
strUction, rural electrification with government help, a "'sound pro­
gram for the relief of tenancy," voluntary group health insurance 
as against ""state medicine,'' the registration of all immigrants and 
the deportation of those who refuse to become naturalized '"within 
a reasonable length of time,'' and the "'taking the profits out of war." 

Since December 7, 1941, the Grange has been mainly concerned 
with wartime problems as affecting the farmer. Its position on agri­
cultural policy after the war is to continue along traditional lines. 

(2) .. Program o] the Farm Bureau Federation 

· The Farm Bureau Federation emphasizes more than the Grange the 
business interests of farming. It regards the Agricultural Adjustment 
Act, with its companion measures covering soil conservation and 
price stabilization by means of commodity loans, as the "'incompar­
able .. American national farm program. At the same time, the Federa­
tion wants the law to be administered strictly and narrowly, partly 
because of its opposition to "'bureaucracy" and to governmental 
agencies which presumably compete with the farmers' organizations, 
partly because it prefers to rely on government aid only when markets 
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are discouraging and ~o take advantage of market conditions when 
they are favorable to the farmers. In 1943, the Federation, together . 
with othet; farm organizations, declared strongly against ''the use of 
subsidies in lieu of a fair return in the market place." According to 
the Federation, "for the first time in twenty years, normal adjust­
ments in the national economy, if permitted to function, would put 
the farmer on an equal basis with American lapor and industry." 8 

More emphatically than the Grange, the Farm. Bureau Federation 
voices opposition to the Farm Security Administration which the 
Federation accuses of "experimentation in collectiye farming and· 
other socialistic land policies" and of "persistent attempts to f9ster 
under the guise of supporting the war effort far-reaching social con­
trols over farmers and farm laborers." Similarly, the Federation de­
nounces what it regards as ~'alarming trends" towards the growth of 
the powers of the executive branch of the government; the growth of 
government bureaus and "red tape"; labor "abuses" such as the 
closed shop, and jurisdictional strikes. 

In brief, the Federation sees the farmers' problems after the war as 
not very different from those before 1939. Its main emphasis in this 
respect is that the war should not result in inflation and in a tax bur.:. 
den which would affect farmers unfavorably. It also advocates greater 
participation of Congress in the preparations for the postwar situa­
tion. The resolution on ''Post-War Planning'' adopted at its conven­
tion in December 1942, 9 reads as follows: · 

The end of the present military struggle will bring us to the immediate and 
pressing question of return to a peacetime economy. The fullest participation 
of the people should be sought in preparing to meet this problem. Citizens. 
generally are increasingly concerned over the many departments and bureaus 
in Washington that are giving attention to this matter, and they fear that it 
will result in conflicting views and recommendations which will retard rather 
than speed sound decision and action. We recommend that the Congress give 
immediate review and study of all efforts now being made in this direction 
and take action for their elimination or coordination under an authority set 
up by Congress and responsible to the Congress, the representatives of the 
peo~e. · 

We recommend that the American Farm Bureau Federation, in cooperation 
with other farm groups, provide for an independent study, and thus be pre­
pared to make recommendation to such Congressional authority. 

8. Press release dated January 28, 1943, by the National Grange, the American Farm 
Bureau Federation, and the National Council of Farmer Cooperatives. See also American 
Farm Bureau Federation, &solutions Adopted at 24th Annual Convention, December 10, 1942. 

9. American Farm Bureau Federation, op. cit., p. 12. 
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(3). Program Dj tht National Farmers" Union 

In contrast to the declarations of the Grange and of the Farm 
Bureau Federation, those of the National Farmers' Union sound a 
call for social change. The Union's 1943 program starts with a state­
ment which reads: 

The world of yesterday is gone. A new world is being shaped in the course 
of the present conflict, long predicted as the inevitable end of the cruel and 
outmoded system based upon unbridled exploitation. That new world, the 
People's Century, can be born alive or dead. It will be: born alive, in victory, 
frc:eaom, and hope, if we prove ourselves worthy of the new free world we 
seek:.10 

The ··new world" after the war which the Union envisages is to 
be based, as far as agriculture is concerned, on ••the security of farm 
families operating their own land.'' The working farmer must be 
protected, during the war and after, against the encroachments of 
the industrialized or factory-type farm. There must be full use, now 
and after the war~ of our land and machines to cover rural America 
with sturdy farm families operating their own family-type farms. 
The Congress of the United States should declare that •'the national 
policy is to ptaintain the family-type farm as the pattern of American 
farming." . 

The working farmer can be made secure by the maintenance of • 'a 
parity floor for farm products,'' by interest rates which do not exceed 
.the cost of administering credit, by conservation policies which con­
serve not only natural resources but also human beings, by sound crop 
insurance,11 a graduated land tax, a ••fair'' income tax, and by the 
extension of co-operative practices in the field of distribution and in 
the use of costly farm machinery. The farmers should be given full 
opportunity to organize and to form co-operative associations which 
are .. the engine of economic democracy." The farmers' co-operatives 
must not be weakened in the war economy so that they may play 
a significant part after the war. For this reason, the government should 
refrain from invading, through the Commodity Credit Corporation, 
the field of warehousing, marketing, or processing of farm products. 
On the other hand, the Union favors strongly the Farm Security Ad-

10. Nt~tiontJl FIW11JII"s' Union, 1943 ProgrtJm. AJopteJ hyth1 Delegtltu to th1 38th AnnMtJl Co,. 
wntion tJI OkltJhom11 City, No11embw 19, 194Z, p. 3. ' 

11. The Union demands that crop insurance be extended to corn, flaxseed, and other 
commodities, that the premium structure be rationalized, that the top 75 per cent of loss 
be covered. and that the expense of administration be carried by the federal government. 
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ministration, which it wishes "to save'' from attacks by "spokesmen 
for commercialized and factory-type farming.'' 

The Union is friendly towards organized labor. It demands· the 
extension of social security "to every group of our people, including 
farmers and farm workers. •• It is in favo.r: of anti-poll-tax laws. 

The Union stresses the point that • 'post-war and wartime planning 
are inseparable." It demands a place for "working farmers" on all 
government wartime boards. Likewise, it wants "'organized working 
farmers and organized worket;s" to have "their responsible representa-
tives at the peace table.'' -

b. GOVERNMENT PLkNNING FOR. AGRICULTURE · 

The farmers' programs have influenced Congressional legislation 
and the activities of the executive branch of the federal government­
in this case the Department of Agriculture. The latter, on the other 
hand, aims to reconcile the farmers: demands with general national 
policy. This purpose is the basis of the work of the Department which 
is usually referred to as "agricultural planning." It has been devel­
oped since 1938 under the provisions of the Agricultural Adjustment 
Act, and since 1941 in response to the war situation. 

The Department aims to carry on its postwarplanning'work in a 
democratic way and to combine regional decentralization with cen­
tral guidance. The farmers are drawn ·into this work through com­
munity, county and state agricultural planning commi.ttees which 
meet to discuss local and national farm problems arid which pass on 
their suggestions and proposals to the planning sections of the De­
partment. Some 10,000 community committees are now takirig part 
in this work in about 2,000 counties in forty-seven states. -About 
140,000 members are on these committees, of whom about 122,000 
are farm men and women and 18,000 are representatives of the Depart-
ment and of local and state government agencies. 12 · 

These committees are aided in their work by the Committee on. 
Post-War Programs of the Department which supplies the local com­
mittees with information and expert assistance and which aims to 
co-ordinate their activities. To facilitate this postwar phase of plan­
ning, the Department has established regional postwar planning com­
mittees in nine regions !hroughout the United States. These regional 
committees comprise officials of the various agencies of the Depart-

12. Rtport of the Secretary of Agriculture, 1941, pp. 147-148. U. S. Department of Agriculture, 
Post-War Plans, No.1 (mimeographed). · . . 
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. mcnt. They are a link between the state, county, and co~unity 
planning committees on the one hand and the Committee on Post-\Var 
Programs of the Department on the other. 

In the view of the Department of Agriculture, the task of postwar 
agricultural planning falls into five main parts: (1) an assessment, in 
quantitative terms, of the probable productive plant in th~ decade 
after the war which will be needed to feed adequately and supply 
with raw materials an estimated population of 134 million; (2) a 
program of physical resource conservation and· development which 
will provide employment to the population in the rural areas as 
needed; (3) a program of rural social services and facilities to improve 
rural living conditions, namely, health, housing, medical care, electri­
fication, education; (4) a study of agricultural-industrial relations 
which would indicate the lines along which rural and urban develop­
ment can be promoted simultaneously; and (5) surveys of various 
regions and special areas of the country in order to map out regional 
agricultural land use and development plans. 

The Department maintains that it is impossible and undesirable 
to draw a sharp line between wartime and postwar planning. The 
problem is one of considering longer-time possibilities while carrying 
on the war effort and while preparing for the transition to peace. 
The Department expects to complete the various parts of its postwar 
program in the course of 1943. 

In general, the postwar planning of the Department does not in­
volve any radical changes in agricultural policy as developed during 
1936-1938. It is focused more on translating general objectives into 
concrete ·and, where possible, quantitative terms. From this point 
of view, it is interesting to quote here from the statement made re­
cently by an official of the Department on the goals of postwar agri­
cultural planning .. The main points of this statement are as follows: 

1. (a) Prices of all agricultural commodities for domestic consumption 
should be maintained at such levels as to yield parity income (either parity 
income as defined in existing legislation or under some other definition if a 
better one can be found), without, at the same time, pp:amiding and freezing 
surpluses in storage at high government loan rates, or (b) prices of all agricul­
tural commodities for domestic consumption should be maintained at about 
current parity levels and that prices for that portion of export crops sold 
abroad be maintained at one half to two thirds of current parity. 

2. Not to exceed 20 per cent of the total national population, or 80 per cent 
of the population on farms in the period 1935-1939 (whichever is higher) 
should be maintained in agriculture for the primary or sole purpose of 
farming. · 
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3. Agricultural production should be maintained at such levels and in such 
patterns as to permit adequate nutritional diets-adapted to the economic 
resources and food habits of the different income groups ot the population. ' 

4. Agricultural production should be distributed among the different re­
gions, states, and areas so that: (a) production will be maintained on a sus­
tained yield basis, (b) the crops and livestock in each area will be those best 
adapted to the physical and other conditions existing in the area, and will be 
gt:own on units large enough to permit efficient operation and to yield incomes 
adequate for a decent standard of living. · 

5. Land not suited for farming (cropping) should be kept in forests (public 
and private), parks, grazing and game preserves, watersheds, etc., so as to, 
bring about the most effective utilization of all our resources and to assure the· 
nation an adequate supply of forest products, water, and recreational fa­
cilities. 

6. Facilities and services (housing, hospitalization and medical care, 
schools, electrification, etc.) should be maintained in rural areas at levels, 
necessary to result in reasonable parity treatment with other groups of the 
population. . ' · , . . 

7. The marketing system should be so organized as to (a) process and dis-. 
tribute agricultural products at the lowest possible costs, thus making it pos­
sible for farmers to receive a parity income without placing an undue burden 
upon the consumer; (b) provide an efficient meclianism whereby market 
prices at all stages can be correctly determined and known; and (c) broaden 
market outlets so that farmers can dispose of unrestricted. output of the farm 
plant as a whole without having to accept "surplus .. prices for the. entire 
volume of production.13 . . 

One more point should be added. The programs of the farmers' 
organizations are centered around the needs an.d · interests of· the 
family-type farm. In large measure, this holds also for the agricul­
tural planning of the government. The latter is aware, however, 
that the problems of the small farmer, of the low-income subsistence. 
farmerandoffarm labor call for an answ~r. The Department of Agri­
culture would meet these problems by dividing some government 
lands into family-sized farm units, by using the credit facilities of · 
the government to encourage a better balanced agriculture, by dis.:..· 
cmll-aging speculation in land values by basing credit on the normal 
income returns of farms, by flexible mortgage payments in place of 
present fixed annual charges, by continuing homestead development 
and co-operative community services, and by enlarging proper camp 
facilities for migrant workers and housing accommodations for farm 
workers. These policies were an important part of the new agri­
cultural policy outlined in 1937-1938, and they form part of the 
agricultural planning for the years after the war. 

13. U. S. Department of Agriculture, Bureau of Agricultural Economics, Stlltemml h.1 
F. F. Elliott, Chief Agricultural Economist, hefore the ZOth Annual Agricultural Outlook Confermce, 
Washington, D. C., Oct. Zl, 1942, pp. 17-18. 
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2. PLANNING BY AND ro:a INDusTRY AND BusiNEss 

American industry and business are well organized for a variety 
of purposes. There are in the United States some 2,000 national and 
interstate trade associations, which are concerned with the promo­
tion of the technical and business interests of their members. State 
and local associations number over 6,000. There are about 3,000 
local chambers of commerce and other community development 
groups. About half of these chambers, including the most impor­
tant ones, are associated in the Chamber of Commerce of the United 
States.u The trade associations have no national organization for 

·common action,11 and operate on a trade or industry basis only.u 
But a number of manufacturers and industrial corporations, chiefly 
among the larger establishments, are united in the National As­
sociation of Manufacturers. 

It cannot be said that any one organization can or does speak for 
American industry and business as a whole. The division of interests 
and points of view on many issues is reflected in the declarations and 
activities of the various trade and national associations. These 
differences are based on: (1) varying types of business;17 (2) industrial 
importance, financial strength, reliance on competitive or monopolis­
tic practices, market interests, and related factors;11 (3) position in 

14. For a complete list of uade and other associations in the United States and detailed 
information on their activities, see C. J. Judkins, Tr11tll 11nd Profmiotwl Assoei11tion1 of th1 United 
St11t11, Department of Commerce, Washington, 1942. 

15. The American Trade Association Executives is a national organization of secretaries 
of uade associations, for the exchange of information on uade association problems. The 
ATAE does not represent the trade associations as such, nor docs it take a stand on policy. 

16. A uadc association has been defined as "a voluntary non-profit organization of 
business competitors (usually in one branch of the manufacturing, distributing, or service 
tidds), the ol>!'ective of which is to assiscits members and its industry in dealing with mutual 
business prob ems in several of the following areas: accounting .Practices, business ethics, 
commeroal research, industrial research, standardization, statisucs, trade promotion, and 
rdations with the gover?mcnt, wi~h labor, and with the.ge?eral public." ~udl(ins, {.· eit., p. 2. 

17. Of the 1,900 national and Jnterstate trade assooauons recorded tn 1941, ,100 were 
composed of manufacturers, 400 of distributors, and 400 of persons in business service. 

.. 18. A summary of the position of American business with regard to these features is 
given by Oair Wilcox in his study Competitio1111nd Monopoly i11 Amerie1111 Industry, published in 
1940 as Monograph No. 21 by the Temporary National Economic Committee. Some of the 
main points of his summary arc as follows: In the late thirties, there were nearly 11 million 
encrcereneurs in the United States. Of these, nearly 7 million were in agriculture, nearly 
1.5 mtllion in wholesale and retail distribution, and another 1.5 million in the service trades. 
The 2 million business concerns in fidds other than farming, finance, railway transportation 
and the professions included only 530,000 corporations, and of these only 6 per cent had 
assets of $1 million or more. Some 1.5 million business units are in agriculture, wholesale and 
retail distribution, personal service, building construction, and a miscellany of smaller trades, 
and they are typically small and competitive. Some 500,000 business units are in transporta­
tion, public utilities, manufacturing, mining and finance, and they are typically large and 
given co monopolistic practices at least as much as to competition. The first ~roup employs 
more than 55 per cent of all persons engaged in public and private cnterpnse, the second 
employs more than 35 per cent. Sec Oair Wilcox, op. ,;,,, pp. 307-308. 
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foreign markets; and (4) the personal and social backgrounds of 
owners, leaders and managers, especially of the larger industrial cor­
porations as compared with those of "small business." 19 

Since the middle of 1941, American business and industrial groups 
. have shown increasing interest in planning for the pos~ar period. 
Statements to that effect by individual businessmen and by spokes..;­
men of corporations could be quoted in profusion, if space permitted. 
Some of the leading industrial corporations have established plarini~g 
divisions to prepare for postwar eventualities. Many trade associa­
tions and the larger national business associations have form~d 
"postwar planning" committees. And new organizations have: been 
established to deal with the subject specifically. 

While none of the statements of any single organization or group 
can be taken as expressive of the point of view of A.J?lerican business,· 
there are many common elements in the various statements which may 
be regarded as the platform of business. These common elements; 
as well as the differences of opinion, may be brought out by surveying 
the position taken by the several national business groups. The 
survey will cover the declarations and activities of the National As-. 
sociation of Manufacturers, the Chamber of Commerce of the United 
States, of particular leading industrial corporaiio~s, and of the re­
cently organized Committee on Economic Development. 

a. THE NATIONAL ASSOCIATION OP MANUPACTURERS 

Though it does not include a majority of manufacturing firms,' the 
National Association of Manufacturers designates its annual meetings 
as The Congress of American Industry. The recent sessions of this 
Congress have reaffirmed the declarations of principles adopted be­
fore the war, 20 as a basis for postwar development. In brief,: these 
are: constituti9nal representative democracy, private enterprise, civil 
and religious liberty. The Association stresses the value of the profit 
motive as "a powerful incentive to productive effort," the need for 
encouraging the investment of private capital and the preservation 

19. The preliminary reports of the Census of Manufactures for 1939 cover 184,230 factories. 
which employed 7,886,000 workers and 909,000 salaried employees. The number of pro .. 

rrietors and firm members was 123,655 while salaried officers of corporations numbered 
39,350. Of all manufacturing companies, the hundred largest control about one third of 

the nation's factory production. See Census of Mllnufactut'es; 1939, U. S. Department of Com­
merce, October 194:1. Also, ThiStructut'l ofthl Amn'ictln &onomy, National Resources Planning 
Board, Washington, 1939. 

20. These are formulated in InJustry's Progrllm for Amn'iclln Progrus and in the DeclMtllion, 
of Principks R.elllling to th1 ConJua of Amn'iclln InJustry, adopted in 1938 and in 1939. 

' 
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of competition as the best assurance of reasonable prices and of greater 
efficiency. _ · 

Neither has the war changed much the attitude of the Association 
towards labor, social security, or government relations to business. 
The Association stands today, as in times past, for increasing earn­
ings of workers through more employment and incentive systems 
rather than higher basic wage rates. It insists on the .. freedom of 
the individual American worker'' to join or not to join a labor organ­
ization and is, therefore, opposed to the ""closed shop" in any form. 
It wants the government to ·~protect the right of workers to bargain 
individually or collectively through representatives of their own 
choosing:· It demands that labor unions ""should be held to a re­
sponsibility equal to that of business." It is against the extension 
of the social security laws and wants each state to have ""wide latitude 
in enactment and administration of unemployment compensation 
laws'" and advocates ··sound experience rating" in all such state laws. 
It is opposed to .. government interference" in business and to ··ex-

. ttavagant and wasteful" government expenditures. To meet ••the 
inevitable international economic competition when peace comes," 
the 'Association demands that means should be provided both ""to 
promote our foreign trade" and ••at the same time protect American 
markets for American producers." 

The National Association o£ Manufacturers is lending its support 
to the planning which is being done by individual establishments 
and corporations in preparation for the postwar period. It recom­
mends that each firm or company avoid temptations to relax controls 
over expenditures during the war, that it avoid excessive inventories, 
establish ··rainy day" reserves for the postwar period, keep capital 
liquid and usable, allow for heavy depreciation charges now, and 
carry on research and exploration work in order to develop new prod­
ucts after the war and find markets for them. 

The Association has a ,Post-War Problems Committee which is 
studying questions of demobilization and postwar employment. In 
March 1943, the Committee published a report entitled, Johs, Freedom, 
Opportunity in the Post-War Years, which outlines its ideas on the ··na­
ture of the post-war problem" and on ••the domestic and external 
requirements for prosperity ... The report restates the main general 
principles of the Association. It also calls for a prompt restoration 
after the war of fair and flexible prices and of ··a healthy and vigorous 
business competition:· It demands further that the government 
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remove restrictions to private investment and that the tax system be 
overhauled so as to leave sufficient corporate and individual income 
"to provide an incentive to invest savings in industries which pro­
vide jobs." In relation to labor, the Committee suggests that "col­
lective bargaining" implies a desire of "one side to gain an advantage 
over the other," and that it should be replaced by "collective nego­
tiations'' between an employer and his employees or their represen­
tatives "with a view to seeking an agreement to their ·mutual ad-
vantage. " 

The Committee estimates that by the end of 1943, the accumulated 
demand for consumers' goods will total some $12 billion, including a 
demand for 10 million automobiles and 20 million radiqs; that there. 
will be a demand for one million private homes and deferred'main~ 
tenance costs of $3.5 billion for public and private property, and that 
some $24 billion of war bonds will be in the hands of the ·public. 
Given favorable governmental and labor conditions, the demand for 
goods, the buying power, productive capacity and the man power ac~ 
cumulated at the end 'of the war will make possible a '"well-rounded 
and self-sustained prosperity." . 

The Committee strikes a new note on international economic re~ 
lations. It suggests that "some framework should be established 
through which the political and economic relationships between 
nations of the world can be developed and maintained on an orderly 
basis.'' While free enterprise is the rule of our ~ountr}r, the Commit~ 
tee states, it does not follow that free enterprise will necessarily. be 
the rule in the countries where great developments are likely to take 
place. But whether capital funds for the improvement. of unde­
veloped countries should be made available through private enterprise · 
or governmental action, '.'adequate agencies should be established 
to insure that they are administered with .due regard for whatever 
obligations may be incurred in making them available.·~ The best 
chance for economic progress in the United States, according to the 
Committee, will be through co-operation with other nations in areal 
effort to maintain postwar world peace, and to participate in inter­
national agencies for that purpose. 

b. THE CHAMBER OF COMMERCE OF THE UNITED STATES 

The Chamber of Commerce has emphasized the need of immediate 
planning for the postwar period. In 1942 the Chamber of Commerce 
set up a Committee on Economic Policy to report on the economic 



24 POSTW All PLANS 01' THB UNITED NATIONS 

policies under which ""post-war progress" can be made. According 
to this Committee, planning does not contemplate an expansion of 

, government economic functions but the making of decisions in ad­
vance as to the conditions under which private enterprise will be al­
lowed to operate. The Committee proposes to tabulate and analyze 
""all the favorable and unfavorable factors affecting post-war con­
ditions'' and to study methods for increasing the assets and dimin­
ishing the liabilities on this balance sheet. In addition, the various 
departments of the Chamber are preparing programs of postwar 
readjustments on specific problems such as social security and urban 
development. 

The ideas underlying this work. are not essentially different from 
those of the National Association of Manufacturers. The Chamber 
looks forward, after the war, to a ""private financial and economic 
system" which should be allowed ""to develop its full strength ... 

. It demands that every form of legitimate private enterprise be relieved 
from ""the repression of government competition." It demands that 
the government refrain from entering any field of business which can 
successfully be conducted by private enterprise. It denounces as de­
structive what it calls ""tax-free, rent-free and cost-free competition" 
of government with the lawful enterprises of private citizens. It is 
against expanding benefits under the Social Security Act in wartime~ 
In its opinion, housing improvements for the lowest-income families 
can be best achieved through the enforcement of local sanitary and 
housing legislation and through ··rental aid" to "'families suffering 
hardships'' where needed. It wants tariff laws which would ··assure 
reasonable protection'' for American industries, including some 
branches of agriculture. 21 

Like the National Association of Manufacturers, the United States 
Chamber of Commerce thinks that the-backlog of consumer demand 
and the wartime deterioration of property will stimulate postwar 
business activities. According to the recent silrvey of the Chamber of 
Commerce which covers the period through 1942, if the war should 
end tomorrow, there would be an immediate demand for about 3 
million automobiles at a value of over $2.3 billion; major household 
electrical appliances (radios, washing machines, refrigerators, etc.) 
valued at $860 million, and for furniture valued at over $709 million. 
There would also be a possibility for a building boom of at least $5 
billion. 

21. PDlkies Advocated ~J the Chamh, Dj CDmmm:e D/the United Statu, Washington, 1942. 
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Owing to its mixed and local membership which includes· also 
small manufacturers and businessmen, the Chamber is more concerned 
than the National Association of Manufacturers with problems of 
local and community development. The solution of these problems' 
is sought in the operations of the free market, free flow of in':estment · 
and free operations of business enterprise. The postwar planning of 
the Chamber is thus carried on in terms of efforts to remove govern­
ment "interference, .. to red.;uce public expenditures and taxes, and 
to stimulate private investment and activity. The effects of the war 
are regarded as distortions which should be corrected and which · 
would be corrected if the gove~nment restricted its economic activities 
and controls to a minimum. · · 

The postwar program of the Chamber of Commerce is being shaped 
by the interaction of its somewhat mixed membership. Sollie as­
sume that the effects of the war do not call Jar important changes in 
principles or programs. On the other hand, a group in the Chamber, 
under the leadership of its present President, Eric A. Johnston, would 
modify the program in the direction of more co-operation with labor 
and the government. 

C. CORPORATE PLANNING OF A PRIVATE WORK RESERVE 

While the National Association of Manufacturers and the Chamber 
of Commerce have restated the principles aQ.d some of the specific 
policies on the basis of which private industry should proceed after 
the war, a number of large corporations have made a step beyond 
that and have inaugurated a practical process of planning for the post.:. 
war period. 22 The leaders of these corporations feel that despite the 
demands of the war program and some uncertainty as to the exact 
economic situation at the end of the war, it is necessary an~ possible 
to plan for peacetime industry in a concrete and realistic way.2a 

The central aim of this corporate planning is to prepare in advance 
what may be called a "private work reserve" which would enable 
private industry to provide jobs to all those who will be seeking 
employment when the war ends. This task has four aspects: (1) the 
demobilization of the armed forces andA:heir placement in productive 
work; (2) the transfer of some 15 or 20 million workers from war work 

22. Many corporations now have planning committees for this purt'ose. Informacion 
on the work of these committees may be obtained from the Trade Assooacion Unit of the 
U.S. Department of Commerce. _ 

23. See Charles E. Wilson, President, General Electric Company, "Post-War Planning," 
Dtm' s Rlview, September 1942. 
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to peacetime industries and occupations; (3) the reconversion of 
plants working pn war orders to civilian purposes and operations; 
and (4) the maintenance of production on the high level which en­
larged plant capacity and the need for continuous employment make 
both possible and necessary. 

Those who are sponsoring this advance planning do not under­
estimate the magnitude of the tas.k:.u But they claim that private 
industry can meet it since many factors will be favorable. 21 Private 
industry must meet this task, for upon its ability to do so depends 
the future of the system of private enterprise in the United States. 
II private industry fails to provide jobs for the workers on conditions 
which will assure satisfactory living standards, it will have to accept 
the alternative of letting the government do, in one way or another, 
what it cannot do itself.u 

The specific procedures adopted by the various corporations differ. 
In a general way, the work of the planning committees may be il­
lustrated by the planning of the General Electric Company, which 
has taken a leading part in this movement. According to the president 
of this corporation, the operating departments of the company are 
instructed to do five things: · 

1. To draft detailed plans for reconversion of facilities to postwar volumes 
of manufacture. These plans, with the estimates of money and time required 
to accomplish them, should be kept continuallr up to date. 

2. To_oring redesigns of products, and new developments, up to the point 
of exploitation by assigning engineers as rapidly as the war effort perm1ts. 

3. To establish pilot plants for the development of processes, and to instruct 
skeleton crews. 

-4. To study intensively, at the presen' moment, the problems of sales, dis­
tribution, and personnel. 

S. To study manufacturing operations comprehensively, taking advantage 
of the transition period to make: major changes. Particular emphasis should 

24. A· few figures may illustrate some of the problems involved. The most generally 
accepted estimates arc that it will be necessary in the two or three years immediately follow­
ing the war to find employment for about 57 million persons; that full employment can be 
provided if the national output of goods and services 1s maintained at a level of $110-$120 
billion; that to uphold living standards some $77 billion of consumer goods must be produced, 
including about $13 billion of consumers' durable goods. 

25. It is estimated that at the end of the war the accumulated demand for civilian goods 
will be equal to two and one half years of normal business. There will be the job of retooling 
the factories. There will be a ''limitless'" market for housing. There will be large capacities 
for malcing plastics, synthetic fibers, nitrates, scores of chemicals, aluminum, magnesium, 
etc., all of which will be used to make new types of cars, planes, refrigerators, houses, furni­
ture, etc., for which the demand both at home and abroad will be enormous. See speech by 
Dr. Charles M. A. Stine, Vice President of E. I. du Pont de Nemours &. Co., Inc., N11tional 
Cit.} Bani Letter, October 1942; also, George A. Sloan, Mechanit:t~l Engineering, March 1943. 

26. See Charles E. Wilson, 1p. cit. Also, David C. Prince, Post-Defenst Ret~diudmtnts, 1941. 
Also, Bert H. White, "Sunrise on D. Day-How Business Mea Are Planrung to Provide 
Employment When War Ends;• Barron's, June 29, 1942. 
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be placed on purchasing and utilizing new buildings, whether private or 
government-owned. 27 . . . 

How far this corporate planning has been carried it is impossible 
to say, as few details are available. But it is claimed by some that be­
fore the end of the war, progress will have been made to meet the 
postwar situation. It is realized, however, that the success of this 
planning will largely depend on the policies adopted by the govern­
ment, especially those relating to demobilization, maintenance of a 
military establishment, relief abroad, taxation, and foreign trade. 

d. THE COMMITTEE FOR ECONOMIC DEVELOPMENT 

Important ~s business postwar planning may be, many brisiness~en 
believe that it has serious limitations at present and that in order to 
make it more effective, it must be made more general in scope and 
more co-operative in method. To achieve both these ends, a numbe~ 
of business leaders and corporation officers have organized the' Com.:. 
mittee for Economic Development, to stimulate. an~ assist private 
business to plan for the postwar period, by and for itself, on a nation­
wide scale. 28 · , · 

The Committee is not intended "to act as an overall post-war 
planning group." It has one objective only-· '.jobs in pri~ate i~­
dustry." Its activities are concerned ·with helping industry and com­
merce "to gear themselves for the post-war effort." The Committee 
urges that the hundreds of thousands of individual enterprises in the 
United States must prepare now, while the war is on, to develop their 
own postwar production and marketing programs. By so doing, they· 
will help their own busines,ses ancl make "their full contribution to 
stability and prosperity through high levels of employment and pro-
ductivity when peace comes." . , · 

The problem, as the Committee sees it, is first of all to make the 
transition from war to peaceful economic activity. When peacecomes, 
the government will no longer be in the market for $85 billion worth 
of war goods which it is spending in 1943. A minimum of 7 million 
men in the armed services and most of the 20 million persons now in 
the war industries will be eager for productive work in peacetime 

27. Charles E. Wilson, op. cit. , · 
28. The Chairman of the Board of Trustees is Paul G. Hoffman, President of the Stude­

baker Corporation. For other members of the Board and of the several divisions of the 
Committee, sec PrepMing for High Levels of Employment ana Prodttctivity, Committee for Eco· 
nomic Devdopment, Washington; also Paul G. Hoffman, ''Employment and Private Indus· 
try," S11rvey Graphic, May 1943. 
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pursuits. To provide employment to these millions of men and 
women, it will be necessary to offset quickly the billions of dollars of 
war production with an equivalent output of peacetime goods and 
services. Approximately an output of $135 to $150 billion (at 1941 
prices) will be required. This output must be reached quickly-at 
most within two years after peace comes-and employment must be 
increased by half a million jobs per year in subsequent years to take 

· care of normal increases in available man power. 
The Committee has no definite plan as to how this is to be done, 

nor does it promise to formulate such a plan; but it hopes: (1) to 
collect information which may be useful to businessmen in making 
their own postwar plans; (2) to find out what public policies may 
create a favorable environment for private business for the accom­
plishment of its postwar tasks; (3) to stimulate the planning activities 
of individual companies, trade associations and communities; and (4) 
to serve as a liaison for exchange of information among the individual 
companies, trade associations, and local communities in such a way 
as to disseminate information and integrate ideas as effectively as 
possible. 

The Committee has so far formulated a number of suggestions to 
individual companies as to how to proceed with postwar planning. 
These are similar to those outlined by the National Association of 
Manufacturers. 

3. LAnoll AND THE PosTWAR Wonn 

Like agriculture and business, American labor is highly organized 
and yet not fully united. The 12 to 13 million organized workers are 
divided between the American Federation of Labor (AF of L), the 
Congress of Industrial Organizations (CIO), the four Railway 
Brotherhoods, the United Mine Workers and other unaffiliated 
unions. 29 There are also several hundred thousand workers in so-called 
""independent" unions-which the AF of Land CIO dub ··company 

• • • untons. 
The number of organized workers has grown greatly since 1937, 

but in view of the large increases in the labor force, the proportion 
29. The membership claimed by the American Federation of Labor as of August 31, 1942 

was. 5,482,581. Since then it has been stated as over 6 million. The CIO does not publish mem· 
bership figures, but claims that its influence and collective agreements cover over 5 million 
workers. See F.epm of thl Procuding1 of 1h1 Sixty-Second Annual Csnvention of 1h1 A11mitan F1hation 
•f La!Jor, 1942, p. 34; and Daily Proreeding1 of thl Fifth Connitutiont~l Convention •f 1h1 Congrm of 
Industrial Orgt~ni'{.lllionl, No11em!Jer 9-13, 1942, Boston, pp. 53-58. 
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of organized workers to the total n.umber of wage earners is not over 
35 per cent. Such figures, however, do not always tell the whole story .. 
In some trades and industries the unions include the majority of work­
ers while in others the unions exercise influence far beyond their 
membership. The labor organizations, therefore, claim to be the 
spokesmen of the large mass of American wage earners. 

Broadly speaking, organized labor in the United States favors the 
maintenance of what is called the free enterprise system. Some in­
dividual unions both in the AF of Land in the CIO have socialistic 
leanings and look forward to the development of a sochlist-~soCiety 
iri the somewhat vagu~ • ·r~ture." Small groups of Communists exist 
in a number'O:r·wuons, ·and a few unions are under the influence of 
Communist leadership. But the dominant economic outlook. of 
American trade unionism, in co~ast to that 'of'Creit'Bnta:iii:-Ans-

' . .-. . - ~~ ~· o<"~f··~- -.~ ..... -- .. '...-:.."'"'"'"'·"····-·~ ,._ 

tralia and some other ~quntries. is. definitely. tha~ _of .a free capitalist 
system ·modified. b:f collective. barga!ning and.govern~enf corittols.' 
American-labor maintains that .collective bargaining tendi'~to~ in­
troduce constitutional government into industry, and to transform' 
gradually what was once an oligarchic system of economy into a truly 
democratic system of free enterprise. " 

American labor regards the present war largely as a struggle, not 
to revolutionize the economic system, but to, p:reserve the essentia\ 
features of free initiative, free unions, and voluntary collective bar­
gaining. The AF of Land the CIO have been in the front ranks of· 
the opponents of Fascism and Nazism partly because the Nazis· and. 
Fascists destroyed free trade unions and free contractual relations 

, between employers and workers on an organized basis. Though.con­
cemed with the large problems of war and peace and of international · 
relations, American labor stresses what it regards as the supreme is­
sues-individual freedom and the rights of labor to barga.in collec­
tively, to have a voice in the' deter~ination of working conditions, 
to improve living standards, and to give the wage earners greater 
economic and social security~ . 

The postwar programs of American labor are thus free of the revolu-\ 
tionary or radical elements characteristic of labor programs in othCf 
co~tries. Their programs are essentially demands for the ~efor!Df 
which were advocated by labor before 1939. The new element In these 
programs grows out of the problems created by the war and the transi-
tion to peace. · · 
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The differences between the AF of L and the CIO are not as fun-
1 damental as is often. claimed. The differences are largely those of 
emphasis and tone, of methods of organization and tactics. The CIO 
represents new and hit~erto unorganized groups of workers in mass 
production industries whose entrance upon the industrial scene cannot 
but be somewhat explosive. The break between the two organizations 
is important not so much from the point of view of labor's postwar 
demands as of its capacity to realize them. 

However, since the two organizations differ in the formulation of 
their demands, it is well to consider their postwar programs sepa­
rately. 

a. POSTWAR DEMANDS OF THE AF OF L 

' ·The AF of L has not formulated any general program for the post-
W,U' period. The 1942 annual convention of the Federation hc:ld in 
Toronto was confronted with a number of questions on postwar 
policy, but it refrained from answering them. All that the convention 
did was to recommend that a postwar problem committee be set up 
by the president and executive committee of the Federation. A post­
war planning committee has since been appointed, and it has met 
several times to consider the task assigned to it.l 0 

The postwar demands of the Federation are thus largely a.n exten­
sion of its prewar program. The Federation will continue to support· 
the 40-hour week, the Fair Labor Standards Act of 1938,11 the: Walsh­
Healy Public Contracts Act,82 the protection of labor unions against 
the application of antitrust laws, child labor legislation, public 
housing projects, the Wagner Labor Act and collective ba.rgaining, 
better educational facilities for the people, union-management co-. . 

30. Matthew Woll is chairman of the committee. See ''Labor Looks Ahead to Peace," 
.American Fttlermionist, May 1943. 

31. This Act provides for a minimum wage of 30 cents per hour which is to be automati­
cally increased to 40 cents on October 24, 1945. The Wage and Hour Division of the U.S. 
Del'artment of Labor estimated in August 1942 that about 7.5 million wage earners were 
pail! Jess than 40 cents an hour. About 1.5 million of these workers were protected by the 
provisions of the Act and were receiving between 30 and 40 cents an hour. Considerable 
numbers of workers in retail trade, agriculture, domestic service, fisheries, etc., not: covered 
by the Act were receiving less than 30 cents an hour. See ProcuJings of 194Z .A.F of L Convmtion, 
p. 85 • 
. 32. This Act sets standards of minimum wages, hours of work, child labor, safety and 

health on all government contracts in excess of $10,000. It forbids, for instance, the employ­
ment: of boys under sixteen and of girls under eighteen years of age on such contracts. 
Between July 1936 and July 1938 the provisions of this Act: were applied to government 
contracts valued over $575 million. Betweenjuly1,1941 andJuly1,1942, the Act: was applied 
to contracts valued over $15 billion. IbiJ •• pp. 68-69. 
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operation, fair income taxes, 83 and the right to strike for higher 
wages as a means of improving the living standards of the workers. 34 

\ 
The main point, however, in the postwar program of the Federation 

is the demand for greater. economic and social security. The Federa~ 
tion maintains that social security is "a basic social justice measure 
by which workers who have successfully demonstrated their ability 
to be self-supporting are protected against becoming dependent· re­
cipients of relief because of emergencies outside of their control." 

The three main emergencies in the life of the worker arise as a result 
of old age, permanent and temporary disability, and unemployment . 

. The competitive system under which we live, according to the Federa~ 
tion, cannot guarantee permanent employment or. income to the 
workers. The instability which results is in the interests of individual 
businesses and ·of society. It, therefore, has to be accepted, but it 
should not be exclusively at the expense of the wage earners and 
salaried workers. Social security, based on the collective pooling of 
risks, makes it possible to tide the workers over the emergencies 
which interfere with the earning of income. 

The Federation regards the Social Security Act of August 14, 1935 
as "the foundation upon which wage-~arners can plan their future.'~ 
The "first step in Labor's post-war planning" is to strengthen and 
enlarge the provisions of this Act. The Federation would. extend the 
old-age insurance provisions, which now cover some 32 million per­
sons, also to domestic servants, farmers, agricultural laborers, small­
salaried persons, and self-employed persons. It wants to amend the. 
hnemployment compensation provisions so as to increase the amount 
and duration of benefits, do away with merit rating, and federalize its 
administration. It also asks that compensation benefits be paid to 
those who are temporarily unemployed because of sickness as well 
as to those totally disabled. The Federation also demands that the· 
federal government make provisions for maintaining the old-age in­
surance equities of workers in the armed forces and should finance 
unemployment benefits to be paid demobilized soldiers while they 
hunt for jobs. 

33. The Federation opposes a general sales tax, a manufacturers' sales tax, or a spending 
tax. · 

34. The Federation quotes estimates compiled by the Office of Price Administration show­
ing that 62.5 per cent of all American nonfarm families will have received for 1942less than 
$2,500, whicli is estimated as necessary for a minimum health and efficiency living (for a 
family of four), and 29 per cent will have received less than $1,500, necessary for a bare sub­
sistence living level. Ibid., p. 120. The Bureau of the Census reports the medium income in 
the United States in 1939 as $967 for men and $540 for women. 
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·The Federation regards proposals for expanded social security pro­
visions not merely as an aid to the worker but as one of the principal 
means for facilitating the transition from war to peace. Such expan­
sion now will~ in its opinion, enable. business to accumulate reserves· 
for meeting future obligations which would otherwise require post­
war taxation. It would assure consumer buying power, and enlarge 
the funds av~ilable to the government for current use through invest­
ment of the accumulated reserves in federal bonds. 

Besides its postwar problems committee, the Federation has ap­
pointed a Commission on International Relations to prepare an inter­
national peace program for labor. The Federation demands that labor 
ke represented at the peace conference and take part in the making 
of the future peace. Isolation, in the opinion of the Federation, has 
been made impossible by technical progress, and some form of in~ 
ternational organization is necessary. But ideals must be tempered 
by facts, and the Federation wants ••to make sure that world trade 
in the future does not profit financially because of substandard labor 
conditions in any industry or any country.'' That is one of the reasons 
for its support of the International Labour Organization, which it 
expects to play an important part in reconstruction. 

b. THE CIO PllOGRAM 

The CIO has no general postwar program. At its last convention in 
November 1942, it decided to establish a committee on postwar re­
quirements composed of union officials, and a department of postwar 
requirements in the national headquarters. The committee and the 

. department are to prepare a program which is to be presented to the 
government of the United States and to the governments of all the 
victorious United Nations. 
" Pending the preparation of this program, the CIO, like the AF of L, 

"has stressed chiefly the need to provide against unemployment after 
the war. The CIO forecasts that the reconversion of industry to a 
peacetime basis will cause many dislocations resulting in unemploy­
ment. To carry reconversion forward as swiftly as possible and to 
protect the workers who might be adversely affected, the CIO would 
make ··advance provision of generous dismissal wages." These funds 
should be large enough to support all people satisfactorily during 
the reconversion period. 

Reconversion, according to the CIO, is likely to be followed by a 
boom. But booms come to an end, and this. means unemployment 
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on a large scale. The remedy of the CIO for depression unemployment 
,is social security. The program of social security which. the CIO 
;advocates is wider than that of the AF of L. It includes the following 
r • • 
· prov1s10ns: ' 

1. A single federal system of old-age insurance with universa.I coverage for 
all the aged population, including the presently exempt groups of wage 
earners, farmers and self-employed. Such a system should assure a guaranteed 
monthly minimum income that will provide the essentials of a decent stand-
ard of living. ·. _ . 

2. A single federal system of unemployment compensation, with extended 
coverage to all workers, adequate benefits, low eligibility standards, provi­
sions for benefits for partial unemployment, and limited disqualification 
penalties with no empfoyer-experience ratings schemes. . . -

3. Adequate provision for workers who lose their earning ability through 
total and permanent disability. ··. . 

4. Adequate provision to workers for loss of earnings due to illness. · 
5. A national health program which would include insurance for medical 

care on a federal basis covering all persons and families, with free medical 
care for those who cannot afford insurance. -

6. Increased assistance to state programs of aid for the blind, for dependent 
children and for maternal and child health care. ! . 

7. Adequate provision for protection of the rights of men in the armed 
forces, particularly with an eye to the situation that may face them on their 
return. ~ 

8. The entire social security system to be financed in the largest measUre 
possible by taxes upon aggregat~s of exa;ss income and ~ealth. · · 

The CIO also favors the establishmegt of irulustria~cils com.:. 
posed of representatives of management and labor to consider plant 
and industry problems. Such councils would give labor a share in 
production management and would, according to the CIO, encourage 
peaceful and democratic relations in American industry. -

4. P:aoc;;RAMS oF SoCIAL G:aoUPS 

The several functional economic groups-farmers, businessmen, 
organized labor-aim to fit their plans and programs into a general 
scheme of national social-economic policy. Nevertheless, they. are 
concerned primarily with their respective group interests, which are 
in conflict on many points. Presumably such conflicts can be largely 
adjusted by discussion and compromise, but generally each group 
proceeds on the assumption that it may obtain better results for itseJ! 
by using its political and economic po~er to the full, even if that may 
result in group struggles. 

Social groups proc~ed on opposite principles. Their purpose is to 
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formulate: general national policies within the: framework of which 
group interests may be: reasonably met and group conflicts amicably 
adjusted. Their emphasis is on what they conceive: to be: the: national 
or public interest to which group and sectional demands must be: 
subordinated. 

Postwar plans have: been advanced in the: past two·or three: years by 
a variety of such social groups in the United States. Most of these 
groups include men and women from all walks of life, but they are 
preponderantly of a middle-class character. They vary with regard 
to the aims which they pursue, such as reform of educational in­
stitutions, improvement of social conditions, changes in political 
organization or in the: economic system. It is impossible to survey 
here: the: numerous plans of these: groups for lack of space:. Besides, 
many of these: plans are familiar and represent no new attempt to 
adjust to the: postwar period. Such, for instance, arc: the: programs 
of the: technocrats, the: Socialist Party, the: Communists, the co-opera· 
tive societies, educational groups, e.g., the: Progressive: Educa:tion 
Association, research organizations such as the: National Planning 
Association, and of a number of individuals who speak to some extent 
for larger or smaller groups. 
• However, among the plans of social groups for the: postwar world, 
two call for some consideration here, because of their relation to 
changing economic ideas and social policies. One is the composite: 
result of many efforts to develop a basis and program for what may 

"'be called neo-capitalism.15 The: other is the attempt ·of some groups 
to forinulate a workable postwar program on a socialist basis. The 
nco-capitalist view has been stated by several groups and individuals, 
but it has found its best and most comprehensive formulation in a 
report issued under the auspices of the: editors of Fortune under the 
tide The DomeJtic Economy. 31 The socialist attempt is that made by 
the League for Industrial Democracy.87 

r / 

a. THE NEQ-CAPITALIS,T PROGRAM '~\// 

The essence of the nco-capitalist thesis is that the postwar economy 
can be consciously reconstructed in such a way as to reconcile freedom 

35. For an analysis of the movement towards such a nco-capitalism not only in the United 
States but in other democratit countries, see Lewis L. Lorwin, &onomk Consequme~s oftht 
Semul WOI'ltl w~. Random House, New York, 1941, pp. 100-108. 

36. "The United States in a New World, The Domestic Economy,'' Forlune, December 
1942, Supplement. 

37. ''Economics of Defense and Reconstru<;.tioo,•• PromJings oftht Twenty-Seventh S11mm" 
C•nfermct •f tht u11gt~~ fiJI' Intlunri11l Democr«y, June2Q-22, 1941. 
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and security and to initiate an era of ''expansive prosperity"" on the 
basis of private enterprise which will ·do away with poverty and 

·provide a steadily better livelihood for everybody. ro obtain this 
objective, however, it is necessary to break away from the traditional 
views of laissez ~aire and the "free market"" and to bring into opera­
tion the new economic doctrines, fiscal techniques, and social policies 
which were projected during 1929-1939 in England, the United States, 
and elsewhere, and which, if properly applied, offer a basis for ~e 
recontiliation of group interests in a dynamic national policy. 

The neo-capitalist analysis of laissez faire and of the free market 
has its roots in the work of J2kiL.M3}1lard Keynes in England and of 
his disciples in the United States0cco~ding to this analysis, laissez 
faire QD.JJ.Olonger be, under twentieth century conditions, a guarantee 
either of economic security or of economic freedom. The growing 
economic and social po~er of big co[porati~ns and of organized' 
economic groups has done away with the "free market"" of th~ nine­
teenth century and has changed the process of price making. Further­
more, the entrepreneur or businessman can no longer carry alone 
the responsiblliij1br--providing steady jobs to the workers, since he 
is not in a ·_position to control savings and investment on which 
the full use of economic~ depends. _ - .. · . · 

The neo-capitalists propose that the government undertake to 
guarantee reasonably full employment and to police the competitive 

' . 

process in such a way that a new type of "free market"" will re~ult. 
The government has three weapons at-its command for guaranteeing_ 
employment and thus "underwriting permanent prosperity;"" The 
first consists in giving private industry every chance to operate at full 
capacity and to invest as much of the nation's savings as possible. 
The second is to implement a full-production policy by an extensive 
system of social insurance and services, indudi.Og unemployment 
insurance, old-age pensions, etc., and public provisions· for better 
housing, nutrition, schools, and health. The third weapon is a''flex­
ible program of public works"". which can be ••turned on·· in times of 
depression and whenever our resources are going to waste by not 
being used. 

All this implies a new relationship between business and govern­
ment, and also between business and labor. The businessmen must 
cease to think of government as an outside force which "interferes .. 
in their affairs and accept it as a vitalizing and co-operating factor. 
Businessmen must also accept trade unions as a legitimate factor in 
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industry and co-operate with them in improving labor and social 
conditions. In return, business will be recognized as the main driving 
force of economic life, the profit motive will be encouraged as the. 
main motivation of enterprise, and the • ·daring and risk-taking 
entrepreneur" will become the ""darling .. of America's economy. 

These general objectives have been translated by the editors of 
Fortun1 into specific measures for the postwar period which together 
form in some ways the most complete and consistent progr0:1m of 
American nco-capitalism. These proposals may be summed up as 
follows: 

1. The government should set a minimum reasonably close to our full ca­
pacity below which employment should never be permitted to fall. 

2. The system of soctal security should be extended. 
· 3. A large program of public works should be planned in advance to be 

applied when and where necessary to compensate a decline in private em­
ployment. 

4. The government should ··police' .. the free market so as to allow for the 
j'l"O~r gro~th of enterprise and for the most d'tlropriate price pol~cies. This 
·1nvolves dtffer~nt_:tn~!PQg~of treatmentfor erent types. o( bustness. The 
public utiiitlcS must rcmam monopolies, whether private or public, and the 
main task of the government is to .ICeep them techno1o$ically alert. In agricul­
ture, lumber, textiles, clothing, and in many other tndustries a "'w_orkable 
co,rnpetition" can and should be maintained, with the aid of the antitrust 
laws. Industries in which .. monopolistic competition" prevails-i.e., indus­
tries dominated by a few large sellers whose F.oducts are differentiated by 
quality, trademarks or advertising and in whtch there is a total absence of 

1 price com~tition-should be encouraged to lower ~rices as much as .Possible, 
es~cially during depressions. Where such industrtes persist in matntaining 
""administered'' prices at what is considered too high a level, their policies 
should be subject to review by a special quasi-judicial court or commission 
composed of economists or jurists or both. 

5. The Robinson-Patman and the Miller-Tydings Acts should be repealed. 88 

6. The patent laws should be changed so as to prevent them from fostering 
monopoly. . ' 

7. Tariffs should be reduced as soon as and as much as possible. Until 
world trade becomes freer, the exporting cartels organized under the Webb­
Pomerene Act (there are now forty-five such cartels) should be maintained. 

8. Federal incorporation of corporations doing an interstate business should 
be made legally voluntary, and made subject to certain obligations such as no 
interlocking or dummy directorates, a simple capital structure, a certain 
degree of management ownership. 

9. American farming should be improved by means of diversification, con­
servation, and especially by providing a rising domestic market. Eventually, 
such improvement should make farm-market subsidies or .. parity" legislation 
no longer necessary. 

38. The Robinson-Patman Act requires that when a large buyerJets a better price than 
a small buyer, the seller must prove that the discrimination is justifie by a difference in costs 
in iilling the order. The M.ilfer-Tydings Act enables state legislation to permit contracts 
between manufacturers and retail stores fixing the resale price of brand-name merchandise. 

' 
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10. Labor should exercise the right to organize, and management should 
learn to respect this right and to live with unionism. The full recognition of 
this right and the guarantee of full employment will do away with the issue 
of the closed shop and with such abuses of trade unionism as racketeering, 
slowing up on the job; etc. 

11. The small businessman should be helped to obtain credit through spe­
cial "equity banks," to get better techmcal advice through government 
laboratories, and in other ways. . 

12. The federal tax system should be completely overhauled. During the. 
immediate postwar years, when inflationary tendencies may prevail, it will be 
wiser to maintain high taxation of all kinds. But the long-run tax policy 
should have as its main purpose to stimulate the maximum activity, invest­
ment, and progress of which private industry is capable. Such a policy would 
calJ for a substantial reducuon of all corporate income taxes. Instead, the 
government should rely on a progressive personal income tax, on an undis­
tributed profits tax to prevent corporate ~oarding, and on high inheritance 
taxes. 

According to its proponents, this program is ''not socialism, nor 
fascism, nor a return to laissez faire. '' It is, in their opinion, ''a syn­
thesis of the conflicting elements in our recent past; a new democratic 
capitalism, which will allow production and consumption to keep 
on expanding as fast as science and human ingenuity point the way." 
In any case, it is the most optimistic program so far put forth which 
seeks to reconcile business leadership with public _control. 

b. A MINIMUM SOCIALIST PROGRAM 

While the efforts to promote a new capitalism stem. from !~cent 
econom~c trends, the attempt to formulate i socialistic progra;m on a. 
basis· of· minimum and immediate demanaSISan Olastory in the 
socialist movement. The present war has stimulated anew several 
such attempts. That of the League for Industrial Democracy (LID)' 
is singled out here because the League is nonpolitical in character and 
its activities reach the youth in American colleges and universities. 

The LID has carried on work for over two decades under the slogan 
"production for use and not for profit." It derives its principles from 
soci~list theory, but is not strictly Marxian. Its postwar program, as 1 

formulated in 1941, is a combination of demands for social security} 
and for the gradual and partial application of public ownership. It 
may be summarized under the following nine points: 

1. A public works program in city, state and nation calculated to provide 
jobs to all men and women able and willing to work, but denied employment 
in private industry. The WPA and other agencies of the government during 
the war period should map out a plan toward that end, ready to be put into 
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operation just as soon as we begin to return to a peace economy. This plan, as 
former J?lans worked out by the National Resources Board and other agencies, 
should tnclude a vast program of conservation reforestation, flood control, 
soil conservation, hydroelectric power development, etc.; of needed highway 
construction; of railroad electrification and reorganization; of public housing, 
of increased recreational, hospital, health and educational facilities in city, 
state and nation; of necessary research an_d art projects, etc. 

2. A taxation program which would co-ordinate city, state and federal 
taxation systems, which would be based increasingly on the principle of 
ability 'to pay, and which would seek continuously to reduce the national 
debt and sustain the social services at a high level. 

3. The retention in public hands of those industries of a peacetime nature 
which were taken under public control durin~ the war. 

4. Increasing public control and ownershtp of industry, particularly of 
natural resources, public utilities, credii: and monopolistic industries. 

S. The expansion of the social insurance system, including health insur· 
ance, and the steady enlargement of public health, public welfare and public 
housing services. 

6. The suengthening of labor laws favoring collective bargaining, mini· 
mum wages, maximum hours, elimination of child labor. 

7. The extension of voluntary consumer co-operation as a means of social 
control. .. 

8. A J'I'Ogram for education better calculated to fit students to meet the 
cconomtc needs of the time. . 

9. Legislation and education to eliminate race discrimination.81 

- This program may be regarded as a trend towards a moderate neo­
._socialism in opposition to the nco-capitalism outlined above. 

5. STATEMENTS OP RELIGIOUS GROUPS 

For many yeaFs now the churches and religious organizations in 
the United States have shown a growing interest in economic and 
social problems. The war strengthened this interest greatly. Since 
1940, various religious groups in the United States have tried to in­
terpret the present struggle in terms of a conflict of human and spirit­
ual values and as a challenge to religious leadership to help bring 
about a world in which a repetition of such .a tragedy would become 
impossible. Many conferences have been held during the past three 

39. The war has brought to the fore in the United States as elsewhere the problems of the 
economic position of racial and other minority groups after the war. This is particularly. 
true of the problem of the Negro in the southern states. Of the many statements on the 
subject, reference may be made here to the "new charter of race relations in the South" is­
sued on December 15, 1942 by a committee of the Conference on Race Relations held at 
Durham, North Carolina. The statement was signed by leading Negro educators, editors 
and professional men of the southern states and thus represents the point of view of a large 
$roup of the Negro race itself. The statement calls for the "abolition of all forms of discrim­
matory practices;· for opportunities of education at all levels, for measures to improve 
the posinon of the Negro share-cropper and tenant by means of written contracts, higher 
farm wages, etc., and for provision or more adequate social services for the Negro population. 
See Bulldin of thl Committee on Youth Problem.t of thl A.11U1'i&~n Council on EJIIC~tion, Feoruary 1943, 
VoL VI, No.5. 
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years by these groups to consider the ·'bases of a j~st and durable 
peace'' and to formulate the essential conditions of a peaceful world 
order. 

As a result of these conferences and less formal meetings, proposals 
for postwar reorganization have been made by the Federal Council of 
Churches of Christ in America, the Commission on World Peace of 
the Methodist Church, the Catholic Association for International . 
Peace, the Central Conference of American Rabbis, the American 
Friends Service Committee, and others. It is impossible to examine 
here all these statements and proposals. 40 Most of them deal in large 
part with problems of international organization and policy which 
are outside the scope of this study. 

In so far as the religious proposals deal with issues of postwar 
national policy, they reveal some differences both of viewpoint and 
of emphasis. Some Catholic groups, for instance, emphasize the need , 
for "promoting the cause of rurallife," 41 and the dignity of farming. 
According to the American Friends Service Committee, full employ­
ment involves the organization of a ''mixed economy" based on 
three types of production, namely, commercial or private production 
on a competitive basis, voluntary group or co-operative production, 
and public production for social needs. 42 Most of the statements, 
however, have many points in common, especially the demand for 
full employment and social security. 

The most representative statement in many ways is that approved 
by the National Study Conference held at Ohio Wesleyan University 
in March 1942.43 The conference was convened by the Commission 
to Study the Bases of a Just and Durable Peace-of the Federal Council 
of Churches. The meeting was attended by 377 delegates, _some of 
whom were appointed by twenty-seven Protestant communions while 
others represented over forty religious bodies allied with various 
Protestant churches and organizations.· The resolutions approved 
by this Conference may be taken as an expression of the more socially 

40. For a summary, see Liston Pope, Lligious PrDposAls jfJI' WfJI'lJ Order. An AnAlysis D/ 
Thirty-FDur Stmements, December 1941. Most of the documents of the religious associations 
may be obtained from the World Alliance for International Friendshie Through the Churches 
in New York or from the Commission to Study the Bases of a Just and Durable Peace in New 
York. 

41. See statement of National Catholic Rural Life Conference in The New YfJI'k T!mes, 
October 8, 1941. 

42. LDoking Tow~~rJ the PDII-W~~r WfJI'lJ-Statement of the Friends Conference on Peace 
and Reconstruction, held at Wilmington, Ohio, August 31-September 4, 1942. 

43. A ~ssAge from the NAtional Study Conference on the Chul'rhes And 11 ]ulf and DurAhle Pea&e, 
convened at Ohio Wesleyan University, Delaware, Ohio, March 3-5,1942. This program was 
reaffirmed by the biennial meeting of the Federal Council of Churches held 1n Oevdand, 
Ohio, December 8-11, 1942. · · . 
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progressive elements and groups of the Protestant churches in the 
United States. · 

The special significance of t,he resolutions lies in their purpose-to 
formulate a postwar social-economic program in accord with Chris­
tian ideas and ethics. The guiding principles underlying these resolu­
tions are that ··moral law, no less than physical law, undergirds our 
world," that the ··sickness and suffering" afflicting present society 
are due to the violations of the moral law, and that inherent in the 
moral law is the principle of co-op~ration among nations. 

The moral law of the world implies that economic security is no 
less essential than political security to a just and durable peace, that 
economic security requires some form of international machinery to 
give it effect, that all men, of whatever race, color, or creed, have 
the right to pursue work of their own choosing and to enjoy security 
from want and oppression. It is the supreme responsibility of the 
Church-and of all ~hristian citizens to translate these principles into 
practical realities and ••to create a public opinion which will insure 
that the United States shall play its full and essential part in the 

·creation of a moral way of international living." 
On the basis of these principles, the religious groups represented at 

the conference stressed the need of ··christian motivation" in produc­
tive life and in economic matters. The duty of the Church is not ••to 
line up on the side of any economic system" nor ••to prescribe details 
or advocate panaceas,'' but to demand economic arrangements which 
promote human weUare and human freedom. On this basis, a specific 
program was adopted, the main provisions of which are as follows: 

1. That every man should have the opportunity to share, in the ownership 
of both personal and productive property, such as a home, a farm and eco­
nomic enterprise. 

2. That every member and family of the human race have a right to steady 
employment and to earn an income such as may provide the necessities of life 
and growth, in accordance with the wealth-prOducing capacity of the day and 
with the requirements of responsible conservation of natural resources. 

3. Tha! i.n early years every individ.ual h3;5 the rig~t to full-tin~e educational 
opportunities wuh reasonable consideration of his talents, Interests,· and 
probable vocation; that in later years every individual is entitled to economic 
security in retirement and the continuation of cultural opportunities; that in 
the whole span of life every individual is entitled to adequate health service 
and professional medical care; and that in the productive years there is the 
universal obligation to work in some socially necessary service. 

4. That every man has the right to employment of a kind that is consistent 
with human dignity and self-respect, and to such leisure as is essential for 
cultural and spiritual development; and that employers of all kinds should 
recognize and safeguard these rights. 

S. That citizens, through their governments or other appropriate agencies, 
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have not only the right but the duty: (1) to preverit destructive cyclical trends 
in business by regulatory measures, or, if these prove inadequate, by dir~ct 
initiative; and (2) to counteract the unemployment resulting from technolog­
ical change through vocational re-education, through public employment 
agencies, and, if necessary, through a reorganization of industries and 
markets. _ 

6. That industrial democracy is fundamen~al to su.ccessfu~ political ~e~?c­
racy, and that labor should, therefore, be gtven an mcreastng resl'Onstbtltty 
for, and participation in, industrial management. The principle of democracy 
in economic relations should be accorded wider expression by the develop­
ment of stronger voluntary producers' associations, farm organizations, labor 
organizations, professional groups, and consumers' organizations. Such 
organizations should be integrated into some form of national economic coun­
cil to plan, in co-operation with government, for maximum production and 
consumption and for the abolition of unemployment. In each industry, indus­
trial councils should be established, representative of management, labor and 
consumers, for democratic direction of industries towards these same ends. 
The effect of maximum production and consumption in each country would 
be to decrease the pressure of competition for world markets and thus to miti­
gate one of the major economic causes of war. · 

7. That the means of preventing social disorder can be found only by doing 
away with the paradox of poverty in the midst of plenty. A tax program 
should be formulated in such a way that the burden be placed in proportion 
to the ability to pay, to the end that wealth may be more equitably dis-
tributed. · · 

8. That agricultUre has a dual importance, both as a way of making a living 
and as a basis of family and community life. The economic system must be­
come servant and not master in maintaining the socially significant services 
of agriculture, such as feeding the world and producing the organic raw 
materials essential to industry. ' - · 

9. Restrictions on world trade, such as tariffs and quotas, should be elim­
inated, through international organization and other· appropriate methods. 

6. SUMMARY 

Disregarding details, postwar plans of economiC and social organi­
zations in the United States can be arranged in four groups: (1) those 
which advocate the maintenance of the prewar status quo; (2) those 
which aim to establish a .. new public capitalism" based on the part­
nership of industry and government; (3) those which advocate a 
gradual but systematic development of public ownership; and (4) 
those which would find a compromise in some "mixed economic 
system." . , 

The groups which advocate gradual economic and social changes 
have many points in common. That is especially true with regard to 
their attitudes on the need for social security, public works, the 
control of monopoly, and collective bargaining. The programs of 
these groups supply a basis for a common national postwar social-
economic policy. · · 



Chapter3 

GOVERNMENT PLANNING IN THE UNITED STATES 

A LARGE PART of the work carried on by government departments 
and agencies in Washington' is closely related to economic and 
social planning. Under normal conditions government departments 
are required by the nature of their duties to look ahead and to pre­
pare data and proposals which may help the Congress and the 

· Administration to formulate policies and to embody them in specific 
laws. Government departments also prepare data to help private 
organizations in formulating economic policies. 

Some of the guiding ideas of this planning are also not new. They 
have been developed by government departments in the course of many 
years and some of them have been embodied in legislation passed by 
the Congress of the United States 'during the past ten years. Many of 
the current plans are merely recommendations to amend or extend 
existing laws to meet situations· which may be expected as a result of 

'the war. 
Several features, however, distinguish the work of today from that 

of prewar days. The government agencies have to deal with many 
problems which are a direct outcome of the war such as demobiliza­
tion and the reconversion of wartime industry to a peacetime basis. 
They have to consider some problems of long standing, e.g., housing 
or social security, in the light of the effects which the war may have. 

Furthermore, some of the work of these agencies is geared to the 
larger goals inspired by the expectations of a better world after the 
war. The United States government has declared on more than one 
occasion since December 7, 1941, that the present war is a s~ruggle for 
freedom and for a better world to come. The people of the United 
States have been promised that every effort will be made after this war 
to ban aggression and to provide security from want and fear. The 
government departments and agencies are confronted with the task of 
studying the ways in which these promises can be realized at the end 
of hostilities. Postwar planning is imposed on the government by the 
aims for which the war is being fought. 

1. A number of states and cities have appointed special committees or commissions to pre­
pare programs of public works and other measures for the postwar period. These commiSSJons 
are limited to theu resl'ective state and municipal problems, but are co-operating with federal 
agencies. Their work IS often of more than local importance, but in v1ew of limitations of 
space, it cannot be considered here. . 

42 
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1. GENERAL AIMS AND GUIDING IDEAS 

The postwar social-economic aims of the government of the United 
States have been stated most authoritatively and doquently,. both 
before our entry into the war and since, by President Franklin D. 
Roosevelt. In his first message to Congress after his re-election in 1940, 
on January 6, 1941, he stated these aims in terms applying not only to 
the United States but to the whole world. The relevant passages from· 
this statement are as follows: · · · 

In future da.rs which we seek to make secure we look forward to a world 
foun~ed upon four ess~ntial freedoms. The first ~s fr~~d.~J:!! ... <?f..~~C:~P and ex­
presst~n-eve~yw~ere tn the worl~. The se~ond 1s t[c:edom o! ev:ery.?:rS9I\ ~o 
worship God m hts own war-everywhere 1n the world. The thtrcl ls frCCdQ~ .. 
from want which, translated into world terms, means economic understand-
~ing which will secure to every nation a healthy peace-time life for its inhabi­
tants-:-everywhere in the world. Eo~r.t~j!l. J.ree.a<?mJrornJ~.ar, which, trans- · 
lated mto world terms, means world'-wtde reductton oi armaments to such a 
point and in such a thorough fashion that no nation will be in a position to . 
commit an act of physical aggression against any neighbor-anywnere in the . 
world. · . · 

That is no vision of a distant millenium. It is a definite basis for the kind of 
a world attainable in our time and generation. 

The President stated his views more specifically. with regard to the · 
United States in his message to the 78th Congress on January 11, 1943. 
The passages relating to social-economic problems follow. 

The J?COple at home and the people at the front-men and women-are 
wondering about the Third Freedom-Freedom from Want. To them it means 
that when they are mustered out, when war production is converted to the 
economy of peace, they will have the right to expect full employment-for 
themselves and for all able-bodied men and women in America who want to 
work. 

They expect the opportunity to work, to run their farms, their stores, to 
earn decent wages. They are eager to face the risks inherent in our system of 
free enterprise. . ·. 

They do not want a post-war America which suffers from undernourish­
ment or slums-or the cfole. They want no get-rich-quick era of bogus "pros- · 
perity'' which will end for them in selling apples on a street corner, as nap-
pe ned after the bursting of the boom in 1929. . 

When you talk with our young men and women, rou will find they want 
to work for themselves and their families; they constder they have the right 
to work; and they know that after the last war their fathers did not gain that 
right. . 

When you talk with our young men and women, you will find that with 
the opportunity for employment they want assurance against the evils of all 
major economic hazarcfs-assurance that will extend from the cradle to the 

·grave. This great Government can and must provide this assurance. 
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2. DEPARTMENTAL STUDIES AND PROPOSALS 

The President's message to the 78th Congress emphasizes the c:lc:­
mc:nts involved in the idea of .. freedom from want." They arc employ­
ment, security, decent living standards, health, adequate educational 
facilities, and an economic structure which makes these aims possible 
in accordance with the personal freedom and social ideals of the 
people. 

Practically every department or agency of the federal government is 
engaged in studies ~hich bear on the solution of these postwar prob­
lems. Much of this work is technical and is intended to supply the data 
on which legislative measures may be based. Some departments and 
agencies have gone further and have formulated recommendations for 
legislation. However, not all of these proposals have as yet been made 
available for public discussion. 

Most of the problems of national policy require work on the part of 
several government departments and agencies. This is not necessarily 
duplication but the inevitable result of the fact that each problem has 
different technical aspects. However, in order to avoid repetition, the 
summary below is made on the basis of problems rather than of the 
departments concerned. The summary, therefore, covers only part of 
the postwar planning of each department. 2 -

Demohili'{ation of the Armed Forces 
Several departments and agencies are studying the problems con­

nected -With the release of men from the armed forces and with their 
return to peacetime occupations. Some of the questions involved are: 
(1) the maximum number of men who will be in the armed forces, in 
war production, and in war agencies of the executive government; (2) 
the number to be demobilized, assuming that considerable defense re-

I 

quirements will continue after the war and that business activity will 
be at the 1939 level or above; (3) the probable number of those who 
will voluntarily retire from gainful occupations, e.g., women, older 
persons, young persons of school age. These are problems within the 
sphere of work of the Bureau of Labor Statistics of the United States 
Department of Labor and of the War Manpower Commission. 

On the other hand, it is also necessary to know the educational 
background and occupational experience of each man in the armed 

2. The agricultural planning of the government is described in Chapter 2. 
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forces, his military record, and the special training received in the 
service. On the day of demobilization, it will be necessary to know 
what the physical and mental condition of each man is, what medical. 
care he may need, and what vocational rehabilitation .or retraining 
may be provided for him. The data necessary for answers to these, 
questions and preparations for future action are the concern of theRe­
employment Division of the Selective Service and of the Special Serv­
ices Division of the Army. 

Reconversion of Plant 
The re-employment of released men immediately after the war will 

depend not only on how demobilization is timed and carried out -and 
on the retraining of the labor force, but also on the reconversion of 
plants to peaceful industrial operations. Reconversion will present 
problems of differing complexity depending on how far the industry 
has expanded or contracted during the war, how its machinery and 
processes have changed, the extent to which markets have been affected 
by synthetic or substitute products or by changes in' consumption. 
These topics are being studied in their various .aspects by the Bureau 
of Labor Statistics, the Bureau of Foreign and Domestic Commerce 
and several other agencies. Also, the War Department is making 
studies of the effects of the cancellation of procurement contracts and 
of methods for carrying out cancellations in such a way as to ease the 
transition to peaceful industry. 

Aid to Industry , 
The reconversion of plant and the re-employment of ~orkers imme- · 

diately after the war will presumably be the task of private industry 
and of individual and corporate employers. The government is prepar­
ing to be of aid to private industry in a· variety of ways. Studies are 
now being carried on by the Bureau of Foreign and Domestic Com­
merce and by the Bureau of Labor Statistics of current developments of 
new products, of changes in distribution methods and of their effects 
on postwar markets. These studies should help to estimate America's 
postwar capacity to produce, the postwar private works reserve in 
important industries, and the expected demand for electric power, 
steel and railroad transportation in selected industries. The Industrial 
Section of the National Resources Planning Bbard has surveyed the· 
changes in the geographic location of industry due to the war, the 

' ' 
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extent to which snch changes may continue after the war, and the 
factors which should determine the geographical structure of Ameri-
can industry. • 

The Bureau of Labor Statistics has undertaken a series of studies to 
describe the wartime changes and to suggest the postwar readjustme~t 
problems of selected local areas. The purpose of these studies is de­
scribed by the Bureau as follows: 

Nearly SO per cent of the Nation's employment in mining and manufactur­
ing is concentrated in 413 counties. These, by and large, are the areas.which 
have: felt the: heaviest impact of the: war effort. The: 1940 population of these 
counties was 77,000,000, or 59 per cent of the: national total. Their cities and 
towns included 80 per cent of die urban population of the United States. It is 
in these areas that the: major problems of industrial adjustment after the war 
will arise. 
. An effective: program for transition to peace will require: a common under­
standing of the: ~oblems to be dealt witb, on the part of the people of the 
local areas, their local and State governments, and the Federal Government. 
Some phases of readjustment will be accomplished entirely through local 
enterprise. In other respects local programs may depend heavily on coordi­
. nated State and Federaf government action. Hence these studies have a two-
fold PU!P<>se. First, they are designed to aid in the development of locally 
directed programs of economic readjustment. Second, they are intended to 
indicate: the extent to which local readjustment is related to the prospects for 
high-level economic activity for the Nation as a whole. 

The final campaign of the war, the drive for sustained full employment and 
business pros~rity, may well prove to be the most difficult task that lies 
ahead. Much of the preparation can be made only in the local areas where the 
readjustments will occur. It is to be hoped that all the forces in each commu­
nity will mobilize for this last c~paign.1 

Transportation Development 
Various aspects of transportation as related to postwar industrial 

needs are being studied by the Department of Commerce, the Interstate 
Commerce Commission, the Maritime Commission and several other 
agencies. The Civil Aeronautics Administration of the Department of 
Commerce is investigating problems of private flying after the war. 
Such are: the demand of private fliers for safer and more easily ma­
neuverable light-weight planes,1 radio communications, and other 
aviation equipment; the need of airways to accommodate the expected 
increase in air traffic; the co-ordination of airport systems at home 
and abroad. 

The Interregional Highway Committee of the Public Roads Admin­
istration is examining the probable costs of an interregional highway 

3. U.S. Department of Labor, Bureau of Liibor Statistics, Implld of th1 W .rw onth1 Pittshurgh, 
Pmnsylt11mi• Are•, January 1943, Industrial Area Study No. 1 (processed). 
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system of ~bout 35,000 .miles. Theinter~tate Commerce Commission 
is studying, among other questions, the possibilities .of air freight 
development as affecting railway traffic. The Maritime Commission is 
considering problems of the postwar use of vessels constructed during· 
the war, the possibilities of employment in the shipping industry, the 
relation of overseas air transport development in relation to water 
transport. 

Social Security 
No matter how effectively measures are devised in advance to pro.:. 

vide employment, there will remain during and after the transition 
period, the economic and social risks which are inherent; in modern 
industrial and social life. The Social Security system established by the 
Congress in 1935, as amended in 1939, provides a method for meeting 
these risks to a certain extent after the war. Many millions of Ameri~ 
can workers who may not be able to find jobs quickly will be paid 
unemployment benefits. Hundreds of thousands of aged workers who 
will have to retire from work will have built up wage credits on which 
they can draw. Protection will be available to the dependent survivors 
of insured men and women in case of death. Assistance will be prO.: 
vided to the needy aged, the needy blind and' ne~dy children. · 

However, the extent to which protection can be afforded under 
existing laws is regarded by the Social Securi~y Board as far from ade­
quate. Even before the war, the agency repeatedly pointed out defects 
in the present system and advocated changes which·would improve it.· 
The war has complicated the situation in many ways and makes more 
urgent modifications in the law to enable it to meet postwar con­
ditions. 

On the basis of its studies, the Social Security Board recommends 
certain changes for the postwar period. The Board urges above all the 
reorganization of the financial basis of the unemployment compensa­
tion system on a federal basis. At present the funds of each state are 
held separately for benefit payments to workers under the law of that 
state. This raises doubts, in the opinion of the Social Security Board, 
as to the ability of some state funds to finance benefits under postwar 
emergency conditions. 

Furthermore, variations in state laws with regard to eligibility, 
benefit amounts and duration, disqu~lifications, etc., result in marked 
inequalities in the proportion of workers protected in the different 
states and in the degree of protection afforded. In many states, for 
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instance, the law does not cover workers in very small firms. In 1940, 
half of the beneficiaries under state laws were still without a job when 
they exhausted their benefit rights. A worker whose high-quarter 
earnings and annual earnings are respectively $400 and $1,000, would 
get a weelcly payment varying from $11 to $17 and total benefits vary­
ing from $100 to $400, depending on the state in which he earned his 
wage '!edits. • 

The Board proposes to federalize the system of unemployment com­
pensation to remove these disparities. A federal system would also do 
away with the present condition under which some states have funds 
far in excess of immediate and future needs, while others may be hard 
pressed to meet their liabilities. By pooling all funds, the Social Secu­
rity Board claims, it would be possible to ensure payment of adequate 
benefits to all eligible unemployed workers, regardless of the states in 
which they are now covered, during the postwar readjustment period. 
A federal program would further equalize the cost of unemployment 
compensation among employers in the different states,. 
· The Social Security Board also believes that more adequate benefit 
payments than now prevail are necessary. In its opinion, .. in unem­
ployment insurance, as in the present federal system of old-age and 
survivors insurance, benefits for dependents could afford a means of 
providing compensation more nearly adequa~e for family needs.·· Such 
a system "'is needed to underwrite the Nation's future security.'·' 

In contrast to that of unemployment insurance, the federal old-age 
and sutvivors' insurance system, in the opinion of the Board, is sound. 
About 41.6 million workers earned old-age and survivors' insurance 
wage credits in 1941, and their total taxable wages were $41.9 
billion. What is needed now, according to the Board, is to extend 
the benefits of the system to agricultural labor, domestic service, 
public employment, service for nonprofit institutions, and to self­
employed persons. The Board recommends that provisions be made 
under the law for workers who become chronically disabled and for 
those suffering temporary disability. The risk of hospital costs 
should also be insured to offset the heavy burden of hospital bills 
ori family income in cases of major or prolonged illness. The Board 
would also change the public assistance ·laws so as to provide for 
more persons in need, equalize benefits in the different states, increase 
the amount of payments for aid to dependent children, and extend 

4. Federal Security Agency, 7th Ann11al RJprm, Social Stcurity Board, 1942. Washington, 
pp. 15-16. 

S. l!JiJ., p. 17. 
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federal aid to the states to finance medical car~Jor recipients of public 
assistance. 

These proposals are regarded by the Social Security Board as steps 
towards a unified social security program which would ''give full 
recognition t<? needs at all ages from infancy to ages when earnings 
dwindle or cease." The Board urges the need to begin now prepara­
tions for ''the sweeping readjustments which will be inevitable at the 
end of the war and for the continuing advance toward econo~c secu­
rity'' which is one of the main objectives of the United States. 

Social Services 
Several agencies are considering the need and methods of extending 

existing social services such as that for mothers and children, public 
health, nutrition and health. A Committee on Post-War Planning in 
the Children's Bureau is studying measures for putting into effect the 
standards laid down in the White House Conference on Children. A 
Committee on Post-War Planning of the U. S. Public Health Service is . 
studying the health rieeds of the country and the ways in which the 
public health services and medical care and hospitalization may be 
improved. The Veterans Administration is preparing plans_for the 
insurance, hospitalization and rehabilitation o£ the veterans of the 
present war. So~e of the problems are the prompt adjudication of 
claims for insurance by beneficiaries, as a result of the present conflict,, 
and the maintenance of this insurance after hostilities end. by those 
who may wish to do so. · 

Urhan and Rural Housing . 
Problems of urban and rural housing are under investigation by the 

National Housing Agency and by its constituent subdivisions ,and by 
the Department of Agriculture. Estimates are being prepared of the 
volume of annual housing construction which will be needed and 
possible after the war. Studies are being made of housing standards, of 
prefabricated housing, of the use of new materials and construction 
methods, and of the federal and state legislative measures, needed to 
promote postw~r urban and rural housing development. Specific pro­
posals on the subject have not as yet been made public. 

3. REcoMMENDATIONs OF THE NATIONAL REsouRCES PLANNING BoARD 

The studies, proposals and plans of the several government depart­
ments and agencies are limited to special problems, and they result in 
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particular ..suggestions of policy which may or may not be consistent· 
with one another. The nee~ of co-ordination has long been recognized. 
The need h~s been felt even more keenly since 1939, as a result of the 
expanded activities of the regular government departments and of the 
establishment of many new defense and war agencies. 

Early in 1941, the President requested the National Resources Plan­
ning Board to correlate the plans and programs under consideration in 
many federal, state, and private organizations for postwar full em­
ployment, security, and building America.• The Board concentrated 
its activities during 1941-1943 on carrying out these instructions. In 
performing this task, the Board' has conducted a number of special 
studies by its own staff, has enlisted the services of outside consultants 
and collaborators, and has organized committees and conferences com­
posed of members from various government agencies to deal with 
special problems. 

The studies of the Board on special aspects of postwar planning 
have been published during the past two years in a series of reports, 
technical papers and pamphlets. The general views of the Board on the 
n:ture and problems of postwar planning are presented in its report 
- . . 

6. National Resources Planning Board. N111ional LJOt~rru Dmlopmmt. Lpm fw 194Z, 
Washington. p. 8. 

7. The National Resources Planning Board was the outgrowth of legislative efforts to 
establish a government central planning agency which go back at lease ten years. On July 
20. 1933, a National Planning Board. consisting of Frederic A. Delano. chairman, Charles E. 
Merriam and Wesley C. Mitchell, was established by the Administrator of Public Works at 
the direction of the President. This first Board was superseded by the National Resources 
Board (an interdepartmental group under the chairmanship of Secretary Ickes) which was 
established by executive order on June 30,1934. The second Board was in its turn superseded 
by the National Resources Committee which was established by executive order on June 7, 
1935 and which continued in existence until April1939. On April25,1939, the President sub­
mitted to the Congress Reorganization Plan No. 1 which was approved by Congress on June 
7. 1939 and made effective as of july 1. 1939. Under this plan tbe National Resources Com­
mittee and the Federal Employmcnc Stabilization Office (organized in 1931) were abolished, 
and their affairs and functions were transferred to the newly established National Resources 
Planning Board. The Board became pare of the Executive Office of the President. The main 
functions assigned to the Board were to survey data and analyze problems affecting natural 
and human resources, to inform the President of the general trend of economic conditions and 
to recommend measures for their stabilization, to consult with other federal, state and local 
agencies in developing public works programs, to recommend to the President and to the 
Congress long-term plans and programs for the wise usc and fullest development of natural 
and human resources, and to act as a clearinghouse and co-ordinating agency for all planning 
activities. The members of the Board were appointed by the President with the approval of 
the Senate, and served without pay, being compensated only for time spent in exercising 
cheir duties. The members of the l3oard from July 1939 to 1943 remained the same: Frederic 
A. Delano (chairman), Charles E. Merriam, and George F. Yantis. Beardsley Ruml and 
HenryS. Dennison served as advisers. The Director of the Board was Charles W. Eliot who 
headed the staff from 1933 on. The 78th Congress did not approfriate funds for the Board, 
andic ceased operations after July 1,1943. The reports and plans o the Board have, however, 
a practical interest as an important current in American postwar f.lanning. For details, sec 
Nt~tion•l Rl.tflt«t.t Committe~ Prog1.1~ Rlpm,1939, Washington. pp. 16 -168. 
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for ,1943. s This report is of especial interest in so far as it brings 
together data which give a comprehensive~ osurvey of the problems 
of physical and social~conomic reconstruction in the Un\ted States 
not easily available elsewhere. 

. 
a. ASSUMPTIONS AND PRINCIPLES 

The National Resources Planning Board emphasizes the need of 
planning now for the postwar period for two reasons. In thr ~lJ?.la~, 
peace aims are in themselves weapons of war. A clearer vision of the 
kind of world toward which we are headed is a powerful means of 
strengthening the fighting spirit of the armed forces and the ardor: of 
the industrial workers .. s~~ong,. the war may end suddenly or at differ-, 
ent times in different parts of the world, and there will not be time at 
the end of fighting to consider calmly and fully the policies, or to 
create the machinery, necessary for an orderly reorganization to a, 
peacetime basis. 

Planning, however, can be effective only if it is related to clearly 
,.defined principles and objectives.· The, National Resources Planning 
Board believes that postwar planning in the United States must have 
three general aims. ,E!rst,. to obtain the fullest development of the 
human personality compatible with .justice, liberty, and democratic 
order. Seco~d, to develop fully all our productive resources, material 
and human, in such manner as to provide full employment, continuity 
of income, and "equal access to minimum security and living stand­
ards,·· and so as to maintain a balance between economic stability and 
social advancement. And third, to establish an effective ''jural order 
of the world outlawing violroce and imperialism'' to insure interna­
tional peace essential for the highest development of resources and 
righn. , 

The Board has stated these general aims in a. "New Bill of Rights."· 
The nine points of this ''Bill of Rights" are as follows: · 

1. The right to work, usefully and creatively through the productive years; 
2. The right to fair pay, adequate to command the necessities and amenities 

of l~e in exchange for work, ideas, thrift, and, other socially valuable 
serv1ce; 

3. The right to adequate food, clothing, shelter~ and medical care; 
4. The right to security, with freedom from fear of old age, want, depend­

ency, sickness, unemployment, and accident; 

8. National Resources Planning Board. Nationlll. Rlsources Deoelop1111nt .. Rlport for, 1943. 
Washington. 
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5. The right to live in a system of free enterprise, free from compulsory bbor, 
irrespons~ble pri'!ate power, arbitrary public authority, and unregulated 
mono~ltes; 

6. The rJght to come and go, to speak or be silent, free from the spyings of 
secret political police; 

7. The right to equality before the law, with eCJ.ual access to justice in fact; 
8. The right to education for work, for citizenshtp, and for personal growth 

and happiness; and 
9. The riglit to rest, recreation, and adventure, the opportunity to enjoy 

life and take part in an advancing civilization. 

The realization of these rights, according to the Board, depends on 
our capacity to weld together democracy, peace and a dynamic econ­
omy-a feat which has never been achieved in histocy before. It has 
become pos~ible today because we have today all that is needed for a 
dynamic expanding economy. Not only do all necessary physical 
things-plant, labor, capital, and raw materials-exist to supply the 
reasonable wants of the people of the civilized world, and especially of 
the United States. We have also learned in the past decade, according 
to the Board, how to direct these physical things so as to make the 
economy serve social aims. We know now that there are no automatic 
devices in our economic system that will insure an equitable distribu­
tion of income between various kinds of goods and services or guaran­
tee full usc of resources. But the Board believes that there are ••tools of 
resource-management .. -such as fiscal and monetary policy ana 
methods of improving industrial organization and of stimulating con­
sumer demand-which would enable us to operate a dynamic economy 
on a high level of production and consumption, given the will to 
do so. -

For the immediate postwar years, the National Resources Planning 
Board sees the possibility of an economy on the order of $100 to $125 
billion national income (in 1940 prices). The national income of the 
United States, according to the Board, is capable of far larger expan­
sion, in view of the large opportunities for technical progress, inven­
tion and organizational improvements in the usc of our resources. 
Indeed, the Board believes that the United States is on the threshold 
of .. an economy of abundance,'" and that the present generation has it 
within its power not only to produce in plenty but to distribute that 
plenty in fairness and in justice to all. · 

To tum these possibilities into realities some changes in ideas, in 
methods, and in social-economic organization are obviously necessary. 
These changes, the Board emphasizes, are of an evolutionary charac-' 
ter. They can be made in a planful way by democratic methods. · 
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The National Resources Planning Board does not claim to have a 
complete and finished program. But it makes a s.eries of recommenda­
tions which come close to such a program. The main recommendations 
deal with the transition from war to peace, with the maintenance of· 
an expanding economy, with the improvement of the physical facil!­
ties of the United States, and with provisions for social security. 

b. THE TRANSITION FROM WAR TO PEAcE 
' . 

The transition from war to peace, according to the .National Re-
sources Planning Board, involves three steps which may overlap in 
time-namely, the demobilization of men from the· armed forces· and. 
war industries, the demobilization of machines and war contracts, and. 
the demobilization of war economic controls. The Board suggests that" 
measures be prepared now for making the transition as easily as possi­
ble. For the ability to meet the immediate postwar situation wisely, 
declares the Board, will determine whether we shall have the oppor­
tunity to pursue an orderly progress towards long-:range goals. 

(1). The Demobiliz_atio.n of Men 

The Selective Service Act of 1940 requires that arrangements should 
be made for the return to previous employment of all those called for 
service with the armed forces of the government. The National Re­
sources Planning Board has sponsored an informal conference on 
postwar personnel adjustment which has been meeting for over six 
months to suggest definite measures for this purpose. The report of 
this conference follo'V\!"s suggestions outlined by the Board for 
meeting the situation. ' 

The recommendations of . the Board include proposals that men 
and women from the armed forces be released as rapidly as mili­
tary requirements and transportation facilities will permit, with 
"dismissal pay" in bi-weekly or weekly payments for three months' 
compensation. In addition, they m~y choose: 

(1) A voluntary three or six months' "retraining course" in camp any time 
within six months of release; or . · · 

(2) a voluntary six months' enlistment in Civilian Work Corps; or 
(3) voluntary "retraining" in service in countries of the United Nations in 

or near which stationed at the close of hostilities. , . 

For all employees in war production plants or services provision 
should be made for comparable "dismissal pay," in weekly payments 
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equal to six weeks" wages at the average for the previous six months; 
and thereafter unemp.oyment compensation as now provided by law. 

Further, provisions should be made for the rehabilitation of men 
and women of the c~vilian or armed forces, of wounded, sick, or other­
wise incapacitated by war service for customary prewar occupations, 
through hospitalization, medical care, retraining and education to fit 
them for useful roles in the national life and to make them as inde­
pendent as possible of further public or private aid. 

(2). ·The Demohili'{ation of War Plants anJ War Contracts· 

The demobilization of men depends on the demobilization of war 
plants and on their conversion· to peacetime uses. The National Re­
sources Planning Board suggests the following interrelated policies 
for this purpose: · 

1. War plants which are to be maintained in operation should be selected 
before the end of the war so that local communities and industries can adjust 
their plans accordingly. . . 

2. War contracts which arc to be continued should be allotted to areas 
where the re£lacement of war production by peacetime activities is likely to 
be slow and (iifficult. , 

3. All other war contracts should be Iiq_uidated as speedily as possible with 
due regard to employment conditions and liabilities of contract holders. 

4. Government-owned war plants should be disposed of to private o~ra­
tors who are willing and. able to use them productively and speedily. The 
government should aistribute these plants to numerous operators in many 
areas so as to prevent monopoly control and to promote a desirable regional 
distribution of manufacturing mdnstries. 

5. The government should facilitate the reconversion of war plants by 
means of plant rehabilitation grants, by low interest rates, by establishing 
now in the federal tax laws a ··Post-War Conversion Reserve," by placing 
new government orders for public projects, and by supplying information to 
industries on consumer demand, on technical improvements, and on oppor­
tunities for new processes and products . 

... 

(3). The Demohili'{ation of Wartime Economic Controls 

The National Resources Planning Board believes that conditions at 
;:he end of the war will necessitate the retention of many wartime 
economic controls; but that it will be possible to relax or modify 
some controls. 

In general, the Board recommends that consumer rationing and 
price controls be maintained wherever the demand for goods is likc:ly 
to exceed supply so as to threaten inflation. That may be especially 
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necessary, according to the Board, in the case of consumer durable 
goods. It will also be necessary to continue for some time priorities 
for strategic raw materials and for producers' goods. 

On the other hand, the Board believes that the supply of labor will 
be so great as to threaten labor standards built up over the years, and 
that vigorous enforcep1ent of labor standards will be necessary. The 
Board further recommends that the government maintain control over 
industries which are of special importance fo7 national defense and 
public welfare, such as those based on scarce raw materials~' those 
with rapidly diminishing reserves, those supplying power and fuels, 
and the transportation and other public service industries. The gov­
ernment should also, according to the Board, retain control over 
patents and properties seized from enemy aliens and operate them 
directly or license their use in such a way as to encourage competitive 
development by private operators. 

·', 

C. EXPANDING ECONOMY AND ~'lUtE ENTERPRISE 

For the long run, the National Resources Planning Board posits 
as the national economic aim the -mainten~nce of high living stand­
ards combined with personal freedom. This can be achieved, accord­
ing to the Board, only in a dynamic and expanding economy which 
steadily enlarges national output and income by using new scientific 
discoveries and better methods of organization. 

The Board takes for granted that the main impulse for a dynamic 
economy after the war must come from private initiative and private 
enterprise. But it is concerned with the fact that private enterprise 
needs the co-operation of government in order to develop its capaci­
ties to the full and to serve social ends. Private enterprise after the 
war will call for government assistance to free it from the uncertain­
ties and breakdowns from which it has suffered in the past. 

The program of the Board . for the development of a dynamic· 
economy centers around the problem of the methods by which gov­
ernment and private enterprise can co-operate to achieve common na­
tional aims. The policies outlined by the Board deal (1) with govern­
ment measures to assist and promote private enterprise directly, and 
(2) with economic and social activities-especially, the improvement 
of physical facilities-which belong properly in the domain of gov­
ernment and which supplement and reinforce those of the private 
sector of the economy. 
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(1). The Promotion of Free Enterprise 

If private enterprise is to be free and democratic after the war, it 
must be assisted by the government, according to the National Re­
sources Planning Board, in three ways. First, the government should 
help private business to develop new processes and improved products, 
to stimulate initiative so as to open the channels of investment oppor­
tunity, large and small. For this purpose, the government should 
undertake and foster a large program of technological research, pro­
vide industry and agriculture with scientific and technical informa­
tion, enlarge its scientific agencies such as the National Bureau of 
Standards, and provide funds to support technical workers and re­
search in industry and in educational institutions. 

Second, the government must take measures, in the opinion of the 
BoarJ, to prevent excessive concentration and abuse of economic 
power, or monopolistic privilege, and to check the wasteful exploita­
tion of the nation"s resources. Where the productive capacity of indus­
try becomes concentrated in the hands of a few large corporations 
which use their power not to improve efficiency but to increase profits 

, through financial and market controls, the Board recommends more 
vigorous and discriminating prosecution of the antitrust laws. The 
war production program has led to the concentration of contracts in 
large concerns and has tended to strengthen the large business con­
cerns. About 70 per cent of the value of all war contracts to July 1, 
1942, was concentrated in one hundred corporations. The concentra­
tion of. production after the war will, therefore, be greater than 
before, especially in many basic industries. The government, accord­
ing to the Board, should use the antitrust laws to prevent these large 
corporations from exercising their powers for monopolistic ends. -

Where large production units exist because they are economically 
more efficient, it is not desirable to break them up into smaller units. 
To prevent such corporations from achieving monopolistic control, 
the Board recommends that they be subject to effective public re­
straint. The federal incorporation of all business operating in inter­
state commerce, in the opinion of the Board, would facilitate govern-
ment control over such concerns. . 

While antitrust laws and public control may help to limit the 
activities of large business units,. the government must take measures 
after the war to provide opportunities for independent and small new­
comers in industry. It is desirable in a democracy, according to the 



GOVERNMENT PLANNING IN THB UNITED STATES 57 
I 

Board, that government assist small business units wherever they are 
economically. efficient. As many small businesses will be in a weakened 
position after the war, the Board recommends that the government 
help such small businesses by providing technical engineering advice, 
easier access to raw materials, and favorable terms of financing and 
marketing. The Board also suggests that greater economic freedom 
might also be promoted through government encouragement of. pro­
ducers • co-operatives and of other forms of co-operative enterprise. 

Finally,.. in those industries in which the government has already 
made large investments or which have special importance for national 
defense and the general welfare, the Board believes that the public 
interest might best be served either by the use of .. miXed corpora-

\ tions" (in which the government and private interests are repre­
•sented) or by government ownership and operation. The Board recom-
1mends the establishment of mixed corporations in the aluminum, 
magnesium, synthetic rubber, aircraft and similar industries. Such 
corporations should be given special powers such as the right of 
eminent domain, the right to assemble existing plants for reorganiza­
tion, the right to use patents, etc., in order to protect the public 
interest and to be able to undertake large development programs 
where possible. . • . 

To prevent the rise of new industrial oligarchies and to maintain a 
democratic system of free enterprise, it is necessary also to seCu.re the 
rights of the farmers, labor and consumers. The Board recommends 
measures to maintain the share of the farmers in the benefits of an 
expanding economy, and the right of labor to collective bargaining,t 
fair wages and hours, healthy working conditions, responsibility in . 
organization and sharing in management. 

(2). The Improvement of Physical Facilities 

Private enterprise will be incapable after the war, in the opinion 
of the National Resources Board, of developing the physical environ­
ment on which a healthy and expanding social economy must rest. 
The physical environment of America has deteriorated in many ways 
over the years and is in need of large improvements and reconstruc­
tion. This applies to urban communities, rural areas, transportation, 
energy resources, etc. 

The improvement of physical facilities has both econoniic and 
social importance. In the economic sphere, it supplies a large outlet 
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' 
for investment and can thus help to stabilize employment. Socially, 
it is a necessary part of advancing living standards and of a progres­
sive civilization. In a general postwar program, the improvement of 
physical facilities can play a central part, through stimulation and 
direction in the expanding activities of private industry and of public 
enterprise. 

In its report' for 1943, as well as in those for previous years and in 
special publications, the National Resources Planning Board has out­
lined a large program for the improvement and development of the 
physical resources and physical facilities of the United States. It is 
impossible here to do more than to summarize briefly the main points 
of this program. This program offers opportunities for private enter­
prise, but in almost every part it ·requires some governmental author­
ity or assistance to open the way to action. 

Urhan Redevelopment 
The Board points out that nearly 75 million of the American people 

live i~ 3,464 towns and cities, some of which arc mushroom communi­
ties, while others arc decaying in whole or in part. Many of the com­
munities arc bankrupt or are having great difficulty to carry on under. 
accumulated debt and shrinking revenues, despite rising tax rates. 
The war has aggravated the situation by developing huge war indus­
tries on the peripheries of cities and in areas formerly exclusively 
rural. Mter the war a new pattern of industry and settlement will 
develop in the United States, as a result of new technical, transport 
and other conditions. The problem of urban rebuilding will thus be 
one of paramount national concern. 

There is no one formula or pattern, according to the Board, which 
would fit all cities and localities in their effort to improve and rebuild 
themselves. It is dear, however, in th.c opinion of the Board, that our 
cities can not continue after the war in the way in which they pro­
ceeded in the past, as ••the unplanned products of virtually uncon­
trolled competition.·· They can be rebuilt only by planful methods 
which would take into account the new economic and social objec­
tives of a better America and which would put to use the new tools 
which are now at hand. 

Specifically, the Board recommends that cities and metropolitan 
areas establish planning agencies on a broad enough basis to deal 
with urban problems in their widest scope. New agencies or "mixed 
corporations .. should be given authority to acquire land by all con-
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stitution.al means, including condemnation, to issue revenue bonds 
for the purpose, and to construct, lease, sell or manage housing, com­
mercial and industrial structures, transportation terminals, etc. The 
federal government, as well as the states, should provide technical 
assistance and grants-in-aid to the cities for these long-term purposes. 

r 

Rural Land Improvements 
There will be, according to the Natiop.al Resources Planning Board, 

a great need after the war for public and private improvements to 
develop agricultural lands. Even on the basis of conservative esti­
mates, the United States will have a population of some 149 million 
by 1960, or some 16 million more than today. To provide food at 
present levels of diet for such an additional population, to improve 
the diet of a large proportion of the population whose diet is now 
inadequate, and to maintain agricultural exports, some. 40 million 
more crop acres will be needed by 1960. In addition, some 40 million 
acres. of land will have to be retired by 1960 owing to erosion and to 
other destructive causes, and new areas must be found to take their 
place in agricultural production. · . 

These additional crop areas may be obtained in vario~ ways such 
as bringing into use idle and pasture land, irriga~ion, drainage, land 
clearing, etc.' The Board recommends a series of specific· projects for 
irrigation and drainage, land clearance and settlement, and land con­
servation, through purchase or retirement of subfl!31'ginal areas, and 
expansion of soil conservation activities. · 

Range and Forest ConfeNJation . 
The Board outlines also specific measures for the conservation and 

improvement of the western range and forest lands10 through r~eed­
ing, reforestation, restocking, fire control, noxious plant and rodent 
control, better transportation and administration facilities. The pro: 

9. In 1938, the Soil Conservation Serviee estimated that there were 53 million acres of 
plowable pasture on farms, of which 22 million could be cultivated without spc:cial practices 
to prevent serious erosion. Over 20 million acres of crop lands are now irrigated, largely in the 
seventeen western states. The Bureau of Reclamation estimates that unused water in these 
states can be conserved to give a full supply to all lands now irrigated and to reclaim 22 mil­
lion additional acres. According to esnmates of the Department of Agriculture, there are 
within existing drainage districts about 25 million acres already under cultivation, whose 
productivity could be increased through additional drainage, and 4 million acres of undevd­
oped land could be brought into cultivation through improvement in drainage works. There 
are still today about 42 million acres of woodland and brushland on farms, and 170 million 
acres of land outside of farms, which might be physically suitable for crops after clearing, 
N111w,J LsD~~Jrtl Det~elopmm:t, Lpm for 1943, pp. 28-30. 

10. Almost two fifths of the 970 million acres of range lands in the United States are pub­
licly owned. 
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gram of improvements on the range outlined by the Board would cost, 
at 1940 wage and price levels, over $1 billion a year and would require 
about a million man~years of labor.u 

I , 

Water Ruources and Valley Development 
.The Board's program assigns an important place to the need for 

better control and development of the nation's water resources. In 
the northeastern states, the dominant need is for the control of floods, 
the abatement of pollution, and the production of adequate water 
supplies. In the Great Plains and in the Pacific Coast regions, full 
economic growth can come only with the proper development of 
their water resources. It has been estimated that if runoff now uncon­
trolled in the seventeen western states were to be conserved, it would 
be enough to supplement the water supplies for 12 million acres of 
land now inadequately irrigated, and to bring under irrigation 22 
million acres of new land. Large increases would also become feasible 
in hydroelectric power, and public water supply systems. i 

The Board's recommendations include specific projects for the de­
velopment of the water resource~ of the Arkansas Valley region, the 
Pacific Northwest, the Missouri River Basin, the St. Lawrence, etc. 
The Board also emphasizes the need for a unified national policy 
instead of the divergent and contradictory procedures carried on by 
some thirty federal agencies which now deal with some phase of 
~ater control. The Board reports that estimates of "the total invest­
ment necessary -fully to develop and control the water resources of 
the nation have ranged up to 50 billion dollars.' ' 12 

Electric Power and Other f.nergy Resources Development 
An expanding economy will need increasing supplies of mechanical 

and electrical power. The war is also showing the need and wisdom 
of a national policy which would aim to conserve the high-grade and 
scarce resources, and to develop low-grade energy, and which would 

11. N~tion11l Rssourr:u Development, Rsport for 1943, p. 44. If carried out to the maximum ex· 
tent indicated as physically feasible by agencies in tne Departments of Agriculture and the 
Interior, such a rural conservation and improvement program would require, over a 
period of from twenty to twenty-five years, about 20 million man-years of labor, and cost 
perhaps as much as $25 billion. The program probably will not be economically justified on 
this scale during the next two decades; however, much of the work is of such a nature thatit 
can be expanded or contracted quickly and conducted on a large or small scale, to conform to 
the needs for public works to maintain em.Ployment. Costs should be divided among the 
various levds of government and among individuals according to the distribution of benefits 
derived from the work. 

12. lhiJ., p. 46. 
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integrate the energy resources of the different regions of the country 
in order to increase their total potential. 

In applying these ideas to electric power, the Board proposes that 
the national power supply be planned for the postwar decade on the 
basis of estimates of production requirements and utilizing to the.foll 
the possibilities of multiple-purpose water development. The Board 
recommends a national power gridiron consisting of a comprehenSive 
system of low-cost generating stations and of an interconnected sys­
tem of common carrier transmission lints which would provide a. 
low-cost supply of power in the public interest. 

The development of electric power, according to the Board, should 
be in the hands of a national public agency, while the control of 
distribution should remain in the hands of local groups. Independent 
distributing organizations-public, private, or co-operative-would 
purchase their wholesale supply from wholesale agencies operating 
as part of, or in co-operation with, publicly owned supply systems, 
but they would remain free to purchase from better sources, if avail-
able, or generate their own supply. · 

The Board favors an expanded program of electrification in rural 
areas along the lines suggested by the Rural Electrification Adminis­
tration. The Board also makes a number of suggestions with regard 
to the conservation and better use of petroleum, natural gas and coal. ·-

The Moderni'{ation of Transportation 
To provide postwar America with the transport facilities which 

will be needed and which would be in accord with new technical pos­
sibilities, the Board recommends the creation of a national trans­
portation agency. The functions of the agency wpuld be to co-ordinate 
all federal activities in the field of transportation an:d to take the 
leadership in the consolidation and reconstruction of transportation 
facilities and operations. 

The Board makes special recommendations for each form of trans­
portation. It suggests: the consolidation of the railroads into. a . 
liffiited number of regional systems, grade and curvature revision, 
construction of cutoffs and unification of important through railroad 
routes, application of modern signal and dispatch devices,. and revi­
sion of trackage facilities to provide adequately for high-class post• · 
war traffic. . . 

For highway transport, the Board suggests the provision of express 
highways and off-street parking in urban areas. For the expansion of 
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air transport, it recommends the development of an expanded and 
integrated system of airports and airways designed for both passenger 
and freight services; and a rational program for co-ordinating the air 
transport system with other types of transport. 

The Board also recommends new river and harbor developments 
for internal and foreign trade, where required to round out existing 
systems and where existing or prospective traffic may thereby be 
handled more economically. 

(3). Physi,al Reconstru,tion and Puhlic Work.r 

. In accordance with its general principles, the National Resources 
Planning Board finds that a large part of the postwar developmental 
program can best be carried out through the co-operation of public 
and private agencies. The Board suggests setting up one or more 
federal devel<:>pment corporations and subsidiaries in which private 
individuals or business groups and the government would participate 
in providing investment funds and in the management of which they 
would be represented. Such corporations could further co-ordinate 
their activities with existing government agencies or with new public 
agencies that might be established, such as the proposed national 
transportation agency. 

However, a large part of the program for the improvement of physi· 
cal facilities, according to the Board, lies entirely in the domain of 
public construction. Public sanitation, port and harbor improvements, 
highways, rural land improvements and afforestation are public 
works, even in the limited sense of the term. The government has 
always engaged in building such public works, and, according to the 
Board, it must do so on an even larger scale after the war. 

The Board makes no forecast as to how large the public works pro­
gram after the war may be. That will depend on how quickly the 
transition to peace is made and how effectively the postwar private 
economy is organized. The Board emphasizes the point that public 
works should be planned now and that a. .. shelf' or .. reservoir'' of 
public construction projects of tested value should be prepared in 
advance. In order to provide such a. "shelf," the Board recommends: 

1. The preparation of six-year programs or capital budgets by federal 
agencies, state governments, local governments, and other agencies, public 
and private. 
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2. Development of alternative lists of projects included in six-year pro­
grams according to size of the project, types and locations of skilled and un- . 
skilled labor involved, materiafs needed, rapidity of beginning, and flexibility 
of termination. 

3. Immediate inauguration of surveys, investigations and preparation of 
engineering plans and specifications for selected projects through allocation 
of aids to federal and non-federal agencies from a fund to be administered by 
the President through his Executive Office; and reimbursed to the fund as part' 
of the cost of construction of the project. 

4. Advance authorization by the Congress of procedures for grants, loans, 
guarantees of loans, to state and local governments to be used for non-federat 
projects; such procedures to become effective upon appropriation of funds by 
the Congress. . 

5. Advance authorization by the Congress of construction of federal proj­
ects in six-year programs of "A" priorities. Such authorization should be 
effective upon appropriation of funds by the Congress, and not in itself in-:. 
volve any commitment for the immediate construction of the project.13 

6. Appropriation for advance purchase of sites of projects by appropriate 
governmental agencies. 

The Board points out that public works can not be large enough to 
assure an expanding national output. But the Board maintains that 
public works can be so planned and timed as to minimize the fluctua-­
tions of private business and thus help stabilize production and em­
ployment. The Board gives equal, if not greater, importance to the 
assertion that public works ar~ essential in maintaining and develop.. 
ing the physical equipment of the country-its land, roads, waters, 
minerals, forests, harbors, on which economic growth and social 
advancement depend. 

d. FULL EMPLOYMENT AND SOCIAL SECURITY 
/ . 

The measures proposed by the National Resources Planning Board 
aim to stim_ulate private and public activitie.s in the hope-of achieving 

13. The total "shelf' of federal construction projects on January 1, 1943 was $7.7 billion. 
Of this total, $1.35 billion was represented by projects which had not been completely sur­
veyed and on which no definite recommendation had been made by the government del:'art­
ment concerned. The projects recommended for construction by the aP.propriate federal 
departments thus totaled $6.35 billion. Of the latter amount, $3.35 billion will require Congres­
sional authorization before detailed ~lanning can be undertaken. Of the remaining $3 billion, 
only $1.5 billion are for projects which have been prepared withflans and specifications to 
the point where they can be put under construction. But many o these projects are of rela­
tively ~arge size and of such a nature that their construction will extend over several years. It 
is estimated that projects which could be put under way at once represent only about $600 
million during the first twelve months of the postwar period. The projects of state and local 
governments which are now well enough prepared for construction are estimated at $900 
million. The total of projects thus ready for 1mmediate postwar operations is about $1.5 
billion. 
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reasonably .. full employment.'' But even if full employment were to 
be achieved, it would not do away with the need to provide for those. 
who are unable to earn or whose income is stopped because of age, 
disability, sickness and the other hazards of life. 

The Board thus finds that an integrated postwar economic and 
social program must make provisions for strengthening the social. 
security and public aid systems of the country. The Board's emphasis, 
however, is on work, and it~ Proposals deal not only with social 
insurance but also with the .. right to work'' and with special pro­
grams for youth. 

(1). Implementing the Right to Work 

The Board asserts that ''the only satisfactory way to meet the needs 
created by unemployment is the provision of work.'' Yet the Board 
finds that, despite the unprecedented development of public work 
programs since 1935 in the United States work has never been pro­
vided for more than half of the unemployed. In fact, work was not 
provided even for those in need. Moreover, all work programs, of the 
WPA and other agencies, failed in their social objectives in so far as 
they were limited by finances and administered on the basis of need 
tests in connection with local relief agencies. 

To prevent such a situation in the future, the Board recommends 
that it should be the declared policy of the United States government 
.. to underwrite full employment for the employables." In other words 
the federal government should assume responsibility for ensuring jobs 
at decent pay to all those who have exhausted, or are not eligible for, 
unemployment compensation benefits and 'who are willing and able 
tp work, regardless of whether or not they can pass a. test of need. 

To enable the· govem.ttlent to carry out such a. policy after the war, 
the Board recommends that plans for socially useful work be made 
now, that inventories of locally and nationally needed public works 
and services be prepared, and that the financial resources of the local, 
state, and federal governments be explored immediately so as to en­
sure adequate appropriations to, implement the. guarantee of work. 
The Employment Service is to be extended so as to serve a.s the key 
mechanism for referring unemployed workers to available jobs, public 
and private. The public works programs advocated by the Board 
would in this way become an integral factor in guaranteeing the 
··right to work'' and in providing .. full employment." 
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(2). Special Programs for Youth 
' 

A special problem is presented, according to the Board, by the 
young people of the country between school-leaving age and adult­
hood. The natural desire of young people is to participate fully in 
opportunities for productive work and economic advancement, and. 
the tragic consequences of thwarting this desire have become all too 
evident in the past decade or so. 

The youth work programs in operation since 1935, the Board 
claims, have been inadequate both in scope and content to meet the 
needs of youth. The Board wants a program which would improve the 
physical health of young people, develop a balanced combination of 
work experience and education, and provi.de guidance in pl3;nrung 
their future occupational activities. . 

The Board makes several recommendations of which two are of 
special importance: (1) to develop adequate counseling and guidance 
facilities for young people in all parts of the country, utilizing the· 
employment offices as the local co-ordinating bodies; (2) to establish 
a permanent government agency which would plan youth programs 
with emphasis on education, on teaching the use of tools and on 
inculcating good work habits. 

(3). Social Insurance and Public Asiist~nce 

To meet the problems which arise from permanent or tempotary · 
loss of earning power, or from the distressed condition of special sub­
standard groups such as the blind and dependent children, the Na­
tional Resources Planning Board recommends the use of social inslU"~ · 
ance prin.ciples where applicable, and the strengthening of public 
assistance· schemes. In both cases, the Board's recommendations aim 
at extending principles and practices already recognized and approved 
in the legislation of the Unitea States. 

Extension of Social Insurance 
The Board believes that social insurance should be applied as fully 

as possible because it offers a means of satisfying the desire for security 
as a right, while setting a limit to the economic and finan~ial risks 
of society as a whole. 

The concrete recommendations of the Board include: (1) the imme­
diate enactment of social insurance against temporary and permanent 
disability; (2) revision of the old-age and survivors' insurance system 
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so 'as to increase: the: benefits payable to low-income groups, extend 
the: coverage: of the: law to agricultural and domestic workers, and 
to provide: that part of the: costs of the program be drawn from gen­
eral tax revenues; (3) revision of the unemployment compensation 
laws so as (a) to provide: more: adequate: minimum basic benefits; (b) 
to allow benefits to dependents; (c) to extend the cov~age of the law 
to include employees of small firms employing one or, more workers, 
of nonprofit corporations, and agricultural workers; (d) to extend 
the duration of benefits to a :flat period of twenty-six weeks, uniform 
for all beneficiaries; (c) to provide for a sharing of the: costs between 
employers, workers and the: general taxpayer, and to pool all reserves 
in'a single: national fund; (f) to abolish experience: rating,'and (g) to 
replace the present federal-state: system of unemployment compensa-
tion by a wholly federal system. u · 

Special and General Puhlic Auistances 
To provide for special groups and for those: who arc: not eligible for 

benefits under the social insurance: system, the: Board recommends 
more liberal provisions and wider application of procedures already . 
tn use. 

The Board points out that a widespread tendency exists in the 
United States to deny public aid to certain groups of people regardless 
of the extent of their need. Single: men, employable: persons, farmers, 
the: self-employed, and, above all, migrants and other persons without 
legal settlement or resident status are penalized in many parts of the 
country. Where relief is _available, the level of living afforded recipi­
ents is meager. It is seldom sufficient to provide: even the modest 
budgets necessary to maintain an emergency standard of living, and 
in many areas and cities the amount of relief is .. disgracefully low." 
The Board points out further that general relief is today the only 
public aid measure:, other than workmen's compensation, which 
receives no federal financial aid. 

To remedy this situation, the Board recommends (1) that there: 
should be a federal grant-in-aid for general public assistance; (2) that 
it should be distributed between the states on the basis of need and 
capacity; and (3) that general, as well as special, public assistance 
should not be denied any person on the basis of race, sex, marital or 

14. Compare with recommenclations of the Social Security Board, p. 47. 
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. employment status or residence, such assistance to meet federal 
standards relating to adequacy of aid "'and methods of payment. 

The Board also recommends special measures for the security of 
those s~ing in the armed forces and their families. Finally, the 
Board suggests that all related security programs should be adminis-
tered by a single federal agency. · 

e. EQUAL ACCESS TO HEALTH AND EDUCATION 

The capacity of the individual to work effectively, to be a useful 
member of the community and to advance his or her social and eco­
nomic status depends upon health, education, and training. Under 
present-day conditions, the opportunities in all these respects are very . 
unequal for reasons which are beyond the control of the individual 
or of the family. In so far as geographic, industrial, and econoin.ic 
conditions result in great inequalities of opportunity, it should be the 
declared policy of the government, according to the Natimial Re­
sources Planning Board, to guarantee to all the people of the 'Qnited 
States .. equal access" to health and education~ 

Equal Access to Health 
In surveying the situation, the Board finds that the loss to the 

nation from all types of illness and .disabiliti~s is very large, 15 that 
many widespread diseases are preventable, 18 and that the provisions 
for medical care are distributed very unevenly.17 -

To conserve and improve the health of the people, the Board recom-
15. Estimates by the United States Public Health Service indicate that on the basis_ of a 

peacetime labor force, some 400 million man-days are lost annually from all types of disabili-­
ties. The economic cost amounts to $10 billion. In 1940 this loss of working time was fifty 
times greater than that due to strikes and lockouts. 

The Technical Committee on Medical Care estimated that in 1938 over 4 million persons 
were disabled by illness on an average day. _ · 

16. Great differences now exist between the mortality and morbidity records of the 
different states. The death rate of infants during the first year of life for the country as a 
whole was 47 per 1,000 live births in 1940; Oregon and Minnesota had succeeded in bringing 
the rate down to 33, but in another state it was as high as 99.6. · 

17. In 1941, there were in the United States 1,324,381 beds in 6,358 registered hospitals. 
Of these, 600,000 beds were for general medical care and represent a ratio of 4.6 beds~ 1,000 
population, a figure slightly above the generally accepted standard for adequacy, ·w:hich is 4.5 
beds _per 1,000 population. However, in certain states the ratio is nearly 6 beds per 1,000 
people, in others as low as 2. On the basis of a ratio of only 2 beds per 1,000 population, the 
United States Public Health Service estimated in 1940 that at least 270 new Iiospitals with a 
combined capacity of 15,500 beds would be required to provide minimal general hospital 
facilities for rural areas. There are also great disparities in the availability of medical personnd 
in various parts of the country. Before the rapid changes resulting from the war, the national 
ratio of physicians to population was about one to 800, ranging in individual states from one 
to 500, to one to 1,400. 
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.mends· both preventive ·and operational· measures. The prevendve 
health measures include: (1) the development of adequate public 
health services and facilities in every county within the country 
through additional appropriations under Title VI of the Social Secu· 
rity Act; (2) the development of a health program for mothers and 
children ensuring remedial treatment as well as diagnosis and advisory 
services; adequately staffed maternal and child health clinics, and an 
expansion of health services in the schools; (3) protection of workers 
whether in the factory or on the farm from unnecessary accidents, con· 
ttollable occupational diseases, and undue fatigue . 
. To assure more adequate medical and health care for all, regardless 

of place of residence or income status and on a basis that is consistent 
with the self·~espect of the recipient, the Board recommends: (1) 
federal appropriations to aid states and localities in developing a sys­
tem of regional and local hospitals and health centers covering all 
parts of the country; (2) assurance of an adequate and well distributed 
supply of physicians, dentists, nurses, and other medical personnel; 
(3) expansion and improvement of public medical care for needy 
persons through larger appropriations and through increased co-op­
eration by and with the medical and dental professions; (4) immediate 
action by government in co-operation with the medical profession 
to formulate plans which may enable the patient to budget expenses 
over a reasonable period and to contribute toward the costs of care 
according to his ability, and which at the same time will assure to 
the medical personnel a decent livelihood commensurate with the 
high .costs of their professional training; and (5) a more economic and 
dlicient organization of the health services through the increased use 
of clinics, health centers, group practice and through better use of all 
facilities and of the time of professional workers. 

Proper Nutrition and Wholesome Housing for All 
As part of its health and social program, the Board advocates gov­

ernment aid in improving conditions of nutrition and housing. In the 
case of nutrition the Board recommends continued support for public 
and private agencies engaged in the dissemination of knowledge of 
sound nutritional principles and practices, with special attention to 
demonstration work in the· schools, factories, and farming areas; 
and the extension of the food stamp plan to all low-income groups. 
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The need of government aid in providing wholesome housing is 
emphasized in various reports of the National Resources Planning 

· Board. 18 . 

Equal Access to Education . 
The National Resources Planning Board brings together facts show­

ing the unequal distribution of educational facilities, the inadequate 
provisions for schoolrooms and equipment, and the failure to use 
the new and improved tools of teaching to prepare the young genera­
tion for the tasks of productive work and healthfulliving. 19 The 
Board asserts that the United States is now spending less than 50 
per cent of the amount needed to provide a justifiable minimum edu­
cational program. 

To improve these conditions after the war, the Board recommends: 
(1) that equal access to elementary and high school education be 
assured all children a_nd youth; (2) that services for young children, 
such as nursery schools and kindergartens, be made generally avail­
able in urban areas and in so far as possible in rural areas where 'the 
need is greatest; (3) that equal access to general and specialized edu­
cation be made available to all youth of college and university age, 
according to their abilities and the needs of society; (4) that adequate 
provision be made for the part-ti.tne education of adults through ex­
pansion of services such as correspondence and class study, forums, 
educational broadcasting, and libraries and museums; (5) that· the 
quality of education at all levels and for all persons be made adequate 
to meet the needs of a democratic nation; (6) that meals at school,. 

18. It is estimated that there are over 7 million deteriorated and outmoded dwellings in 
the United States, or about one fifth of the total, and that the country could absorb from 
900,000 to 1.2 million new dwellings a year for ten years besides a lar~e volume of repairs. To 
meet this need, many changes must be made in the housebuilding tndustry, in mctl;lods of 
financing, and in adjusting the supply of housing to the demand of the different groups of the 
population. With respect to building, it is necessary to standardize and simplify parts of the 
house and develop prefabricating processes on a mass-production basis. Financing ~nvolves 
easier long-term credit arrangements, lower prices for suitable land, r~form of property tax­
ation, etc. More houses must be built at lower costs and on such terms as to be available to 
middle- and low-income groups in metropolitan areas, small towns and on farms. Sec Miles 
L. Cole an, The Role of the Hou.reliuildi_ng Industry, N a clonal Resources Planning Board, July 1942. 

19. Some of the facts quoted in the Report of the Board for 1943 may be summarized as 
follows: In 1940, about three quarters of a million children of elementary school age were not 
in school; the high school enrollment in 1940 was a little over 7 million out of a potential 
total of about 8.75 million. Many children cannot attend school because of low family in­
comes. Of the 115,000 local school districts, most of the rural school districts arc so small and 
have such meager taxable resources that it is impossible for them to maintain a high school. 
I? 1940, nine states spent for education less th~n $50 per pupil enrolled in their schools, ~hile 
rune other states spent $100 or more per pupil. The vafue of school property per pupll en­
rolled, ranged from $80 in Tennessee to $525 in New York. See Report, pp. 69-73. 
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and supervised 'York and play projects and other services before and 
after school hours, be made available to all children who need them; 
and (7) that dormitories and transportation services for pupils in 
~rural areas be expanded. 

The Board recommends further that camp facilities be made avail­
able for all youth above the lower elementary grades, with work 
experience provided as a part of camp life; and that men and women 
demobilized from the armed forces and war industries be given oppor­
tunity to. secure necessary retraining for civilian activities, or to 
continue their education in cases wh~e it was interrupted by the war. 
The Board also calls for enlarged school repair and building programs 
and. for adequate funds to be made available by the local and state 
governments and underwritten by the federal government, to carry 
out its recommendations. 

f. PLANS :FOR. R.EGIONAL DEVELOPMENT 

. In its work during the past decade, the National Resources Plan­
ning Board has emphasized, the idea that national growth should as 
much as possible be based on the development of local and regional 
resources, and that Pfograms should be decentralized as far as possible 
so as to assure the co-operation of federal, state, regional and local 
agenctes. 

Since 1941, the Board has carried on a number of regional studies, 
in co-operation with state and local governments and private groups, 
in preparation for dealing with the problems which have arisen out 
of the war. These problems vary from region to region, but in general 
they are due to the rapid growth of war industries, migration of large 
numbers of people, inability of regional authorities to develop public 
facilities rapidly enough. No less difficult local problems loom ahead 
at the end of the war in connection with the demobilization of war 
industries, the return of soldiers to their homes, and the search of 
war workers for new jobs. 

The Board recommends that every effort be made now, and at the 
end of the war, to co-ordinate the field services of the various agencies 
of the federal government. The various departments and agencies of 
the federal government could organize closer co-operation on a re­
gional basis by establishing common regional centers. They could 
pool their resources to make a more concerted attack on the problems 
of each region. 
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g. FINANCIAL AND FISCAL POLICIES 

The postwar program outlined by the National Resources Planning 
Board, to be realized, involves large outlays of rp.oney. Considering 
only the pr~jects which are primarily of a public character, the fed£ 
eral, state and local expenditures specified in the 1943 Report of the 
Board mount up to about $18 billion. 20 If projects for urban redevelop­
ment, housing, health, and social security are added-the total would 
be billions more. The annual amounts required would, of course, 
depend on the spacing and timing of the separate elements of the 
program. . 

The National Resources Planning Board stresses the need of adjust­
ing financial and fiscal policies to this large program of national eco­
nomic and social development. As a general principle it urges that 
the fiscal and monetary policies of the federal government be so con­
ceived and administered as to supplement the activities of private 
enterprise in the maintel)ance of adequate effective demand. 

The Board recommends that the several branches of the ·federal 
government dealing with fiscal and monetary policies should work 
within the framework of a common national policy. For this purpose, 
the Board suggests an office of economic s~ab.!J.ization on a permanent 
basis. This office should assure consistent national" policy in the fields 
of taxation, expenditure, federal borrowing, federal lending, and 
monetary policy, and should co-ordinate the· fiscal policies of 'state 
and local governments with those of the federal government. 

The Board makes only a few suggestions with regard to the specific 
policies which it regards possible and desirable. It suggests, for the 
postwar period, the retention of a progressive (graduated) tax s·truc­
ture and a broadened tax base, major emphasis on individual income 
taxes, less reliance on the corporate income tax; and sharp reductions 
in consumption taxes. 

h. PUBLIC REACTIONS TO THE BOARD'S PROPOSALS 

The two reports of the National Resources Planning Board sub­
mitted to the Congress by the President on March 10, 194321 aroused 

20. For the control of soil erosion-$4.5 billion; flood control structures-$500 million; 
irrigation projects-$3 billion;:drainage-$1 billion; range improvements-$! billion; water­
shed developments-$3 billion; recreational land improvements-$4.5 billion; repair and 
building of schools-$750 million to $1,250 million a year, depending upon period of con­
struction. 

21. The two reports are: (1) National Resources Development, Report for 1943; Part]. Post-W'"' 
Plan and Program; and (2) Security, Work and &lief Policies, 194Z. . 
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widespread comments from the press, the Congress, labor and em­
ployers" organizations and from other organized social groups. 
Though some of these comments seem to have been based on a rather 
hasty examination of the reports, they are important in so far as they 
reveal conflicting attitudes towards the proposals of the Board. 

The strongest opposition to the Board·s recommendations was 
voiced by the large newspapers and by employers' organizations. 
The Board's proposals were criticized on various grounds, the chief 
of which are: (1) that they are contrary to the .. American tradition 
of free enterprise and private initiative"; (2) that they extend govern­
ment control and increase bureaucracy; (3) that the costs of the pro­
gram would be .. staggering··; and (4) that the program is an embodi­
ment of ··New Dealism" and is thus in the nature of a political 
platform. 

On the other hand, the Board's proposals, especially those relating 
to social security, were endorsed by the American Federation of Labor 
and by the Congress of Industrial Organizations. The report as a 
whole was endorsed by what is usually referred to as the ""liberal 
weeklies," and declared by some to be a .. charter for America." 22 

4. TnBCONGttEss AND PosTWAR. PttoBLEMS 

Some of the plans of the National Resources Planning Board and 
of other government agencies may be realized on the basis of powers 
already available to the government or through the action of private 
economic and social organizations. The larger part of these plans, 
however, require approval of, and appropriations by, Congress. 

Even while the United States was still in a state of national defense 
and emergency, before December 7, 1941, several resolutions were 
introduced in the Senate and in the House of Representatives to estab­
lish a .. Post-Emergency Economic Advisory Commission," 23 or a 
similar body, to study in advance problems arising out of national 
defense activities. Mter December 7, 1941, resolutions were offered 
for the same purpose in the Senate and in the House by members of the 
77th Congress. None of these was reported out of committee. 

In the 78th Congress, two types of measures in preparation for the 
postwar period have been so far considered. One is represented by bills 

22. TIN New Rlpuhlit:, April19, 1943. . 
23. This was proposed by Senator Robert F. Wagner of New York and by Representative 

Ramsay in January 1941; also by Sco <ator Oaudc Pepper of Florida. . 
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introduced in the Senate and House dealing with specific issues. Such 
are (1) the bills for the rehabilitation and retraining of persons dis­
abled while members of the armed forces or in war industries, and· 
(2)'bills for the enlargement of the social security system, ·introduced 
in the Senate by Senator Robert F. Wagner of New York and Senator 
1!urray of Montana and by Representative Dingell in the House. · 

The Wagner Bill is intended to put into law the recommendations 
of the Social Security Board and of the National.ResourcesPlanning 
Board. It would extend the social security program to 15 million now 
excluded, including farm and domestic help. It would include all 
soldiers after the war under unemployment insurance, with benefits 
generally ranging from $12 to $30 a week depending on the size of 
family, costs to be met by the government in lieu of pay-roll payments 
from civilian workers. ' 

It would set up a unified federal insurance system ·to replace the 
existing forty-eight different state systems. Unemployment benefits 
would be increased and reorganized. It would establish a national 
health insurance system under plans which, Senator Wagner declares, 
would not include ''socialized medicine.··-

lt would establish a national system of employment offices to .aid 
demobilization. 

The more important provisions of the Bill are as follbws: 

1. Unemployment insura'!ce: Benefits pa~able for t:Wenty-six weeks, to maXi­
mum of fifty-two weeks if funds are avatlable; rates set at 50 per cent of the 
first $12 a week wage, plus 25 per cent of the wage exceeding $12 'and one 
half of the basic weekly benefit added for dependents-the total not to be 
more than 80 per cent of the weekly wages or $30, whichever is the lesser. 
Domestic and agricultural workers, as well as seamen and employees of non-
profit establishments are included. . 

Former members of the armed services would get benefits of $12 a week, 
with dependents' allowances up to $30. . · 

2. 0/J-age 'and suNJivors' henefits: Increased from present $10 a month to $20-
minimum, from $85 to $120 maximtim. Coverage also extended to workers 
previously left out, with government employees' coverage provided under 
voluntary agreement. · · 

3. Sickness and disability: Federal system of medical and hospital insurance 
set up; temporary disability and maternity care put under unemployment 
insurance, permanent disability under old-age and survivors system. -

Health insurance would be given to every insured worker, with wife and 
family. Under the arrangement the individual would be entitled to selection 
of physician, among those who had voluntarily agreed to come under the 
~ystem. · 

Doctors would be free to enter or stay out of the system, and those who 
entered would be allowed to select patients. 
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Insured hospital care, under the plan, would be for thirty days, although 
this might be 1ncreased depending on the financial experience. Various limita· 
tions are put on the proposed medical care expenses. · 

4. Aid t~ needy: Feaeril grants to states under a unified system of public 
assistance would broaden coverage and raise the limits on benefits. 

S. Financin& th1 program: Contributions by workers and employers raised 
to 6 per cent of wages of $3,000 a year and less. Self-employed people shall 
pay 7 per cent of the market value of their services up to $3,000 a year. 

The second type of proposals are in the form of resolutions to deal 
with postwar planning in a general and comprehensive way. These 
resolutions differ in scope, in procedure to be used, and in powers 
asked for. Most of the resolutions would set up committees either in 
the Senate or in the House:a or jointly, to study postwar problems. 

One of, the more elaborate proposals is that of Representative 
Everett M. Dirksen of Illinois for a. joint committee on planning and 
reconstructio?. Mr. Dirksen"s proposed joint committee is to be com­
posed of eleven members of the Senate (six from the majority and five 
from the minority parties) to be appointed by the President of the 
Senate:a and eleven members of the House of Representatives (six from 
the majority and five from the minority panies) to be appointed by 
the Speaker of the House. A Congressional planning and reconstruc­
tion service would be created to "~ore effectively plan and prepare 
for the problems of demobilization, full employment after the termi­
nation of the present conflict, the reconversion of private industry, 
the ~aximum utilization of new industrial and agricultural processes 
and techniques, the cataloging of Federal, State, and local relief and 
work-relief projects, the evaluation of the usefulness and propriety of 
such projects, and the utilization of our national resources, and to 
better survey and supervise the appropriations and the expenditures 
made in pursuance of such appropriations that are made by the 
Congress for the above purposes, and to more effectively carry out 
any plan, plans, or programs of post-war reconstruction.·· The appro­
priations for the committee are not to exceed $1,000,000 for each 
fiscal year. 

The bill introduced by Representative Jerry Voorhis of California 
proposes to bring into the process of planning for the postwar period 
not only the Congress and administrative agencies but also private 
groups and organizations. Representative Voorhis proposes to estab­
lish a national commission for postwar reconstruction, to be com­
posed of thirty-nine members, ten Congressional members and twenty­
nine associate members. The Congressional members shall consist of 
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five members of the House of Representatives:. to be appointed by the 
Speaker of the House:. and five members of the Senate:. to be appointed 
by the President of the Senate. The associate members shall consist 
of twenty-nine to be appointed by the President as follows: three 
from the e~ecntive branch of the government; three fro~ organiza­
tions of farmers; three from organizations of labor; three from organi­
zations of business and industry (at least one of whom shall be from· 
an organization of small business); one from organizations of banks 
and financial institutions; three from church organizations; three"frotn 
organizations of American war veterans (at least one of whom shall 
be a combat veteran of the Second World War); two from educational 
associations; two from organizations of consumers; three from co­
operatives-one from consumer co-operatives:. one from producer co­
operatives, and one from credit unions; one from public health and 
''lrelfare associations; one outstanding economist; and on~ outstanding 
industrial engineer. In the case of appointments to be made by the 
President any nationally recognized organization ()f any group from 
which appointment is to be made may submit to the President for his 
consideration a list of not less than three persons as nominees for 
appointment:. and the President shall be guided by such nominations 
in making appointments to the commission. 

The aim of the commission"s work shall be the development of a 
practical program for the continuous full employment of all Ameri­
cans able and willing to work:. the achievement and maintenance of a 
condition of economic health and welfare, for all groups in the popu­
lation, and the preservation of opportunity for free enterprise. Such 
a program shall not be limited to legislative proposals but may also 
include plans for action by business, finance:. labor, agriculture, con­
sumers:. or any other groups, organizations~ or citizens which would, 
in the opinion of the commission, contribute to the objectives set 
forth in this section.· . -

The commission shall continue until such time as its work is rom­
pleted. It shall report to Congress and the President from time to time 
upon the progress of its work. Within one year from the date of its 
creation:. the commission shall make a preliminary report~ 

The bill would appropriate $500:.000 to carry out its provisions and 
would focus more directly on the domestic aspects of postwar re­
construction. 

Partly as a result of the discussion aroused by the reports of the 
National Resources Planning Board submitted to the President and to 
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Congress on March 11, 1943, the Senate passed on March 12 the 
resolution on postwar planning which had been introduced some time 
before by Senator George of Georgia. In accordance with this resolu­
tion, a Special .Committee on Post-War Economic Policy and Plan­
ning was set up.u The Committee has full authority to investigate 
all matters relating to postwar economic policy and problems; to 
gather information, plans and suggestions from all informed sources, 
to study them and to report findings· and conclusions to the Congress 
from time to time. The Committee as a whole, or through subcom­
mittees, js clothed with full investigatory powers, including author­
ity to subpoena witnesses and documents. 

The role of the Congressional committees in postwar planning can 
be important in three ways. The committees, in the first place, may 
bring together and study current plans and proposals by private 
groups and governmental agencies. This should help clarify the alter­
natives which such plans offer. Second, they can translate some of 
these proposals into legislative terms and thus enable the Congress 
to prepare in advance for a.ction on measures which may be necessary 
at the end of the ~ar. Third, they can serve as a forum through which 

·the American people may be informed on the underlying issues and 
on the changes which the war may leave in its trail. 

24. Senator Walter F. George is Chairman. The other members are Senators Barkley of 
Kentucky, the majority leader, Hayden of .Arizona, O'Mahoney of Wyoming, Lucas of 
Illinois and Pepper of Florida, Democrats; and McNary of Oregon, the minority leader, 
Vandenberg ofMichigan, .Austin of Vermont and Taft of Ohio, Republicans. 



Chapter 4 

. GOVERNMENT PLANS FOR THE RECONSTRUCTION OF 
GREAT BRITAIN 

SINCE THE BEGINNING of the war, there has been a strong and deep 
feeling among the British people that England will never be the same 
after the war and that the war effort must be followed by a peace 
effort to create a new and better Britain. Out of the evils and suffering 
of the war must come a· greater and richer life which will not be 
marred by the dread of periodic unemployment, by tl,J.e discomforts 
of chronic overcrowding, by the disabilities of inadequate education, 
and by the frustrations of poverty and social insecurity. 

Despite the supreme need for devoting all energy and time to the 
tasks of winning the war, the British government has given consider­
able attention to the economic and social problems with which the 
country will be faced after the war is won. The main social-economic. 
groups organized in trade unions, trade associations and otherwise 
have come forward, in some cases at the request of the government, 
with specific proposals for postwar policy or with general schemes of 
reconstruction. Private research groups have made studies of special 
problems which will call for. action at the end of hostilities. And the 
major political parties have either indicated the lines of 'postwar 
action which they favor or have sketched general programs on which 
they expect to take their stand. · 

It is characteristic of the British outlook that a large part of this 
preparation for postwar reconstruction goes_ under the name of 
"planning." The term is used in England not merely in the general 
sense of advance study and preparation but in a more special meaning. 
Planning is being more widely accepted as a new principle of social­
economic organization and policy in contrah to that of laissez fait:e 
and of unorganized individual action: It has become almost general 
in England to identify postwar reconstruction with physical, eco­
nomic at:td social planning in this sense of the word. 

This trend can be understood in the light of the changes in British 
life between 1919 and 1939. During these two decades, and especially­
in the ten years before the outbreak of the pres~nt war, England was 
gradually drifting away from its traditional policies of unregulated 
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private enterprise, individual responsibility and free trade. Their 
place was being take~ by state aid, government provisions for social 
security and by protectionist and preferential imperial trade policies. 
Mter 1931, England also departed from its traditional adherence to 
the gold standard and laid increasing emphasis on "monetary man­
agement" and on ··easy credit .. as a means of stimulating business 
activity and of prov!ding "'full employment." • 

Back of these trends in economic policy and social thought are 
certain basic changes in the industrial structure and "in the economic 
position of England. In the decade before 1939, Great Britain was 
losing her hold on a large part of her former world markets for coal, 
textiles and macl!inery. As her export trade decreased in volume and 
value more than her imports of food and raw materials, England found 
it impossible to pay for the balance out of income from services and 
was forced to liquidate some of her overseas investments. While 
export trade was decreasing, an expansion of new industries geared 
largely to the domestic market and to home consumption took place. 
In the light of these changes, there was a growing uncertainty as to 
whether the economic and social future of England might not lie in 
this new development of the home market rather than in markets 
abroad. 
~he nearly four years of war have rather accentuated the economic 

,;.rid -social trends o£ the 1930's. The needs of war production have 
;fminated many small and inefficient plants and stimulated the 
'conce~tration" of production in the so-called "nuclei" plants of 

larger size and greater productive. capacity. The intervention of the 
government in industrial organization and management has been 
extended in various ways. Export trade has fallen off considerably and 
many markets have been lost to British goods as a result of military 
operations, the submarine menace, lack of materials and shipping, 
and other factors. On the other hand, the government has had to 
assume responsibility for feeding the people and for providing mini­
mum standards of nutrition for large elements of the population.1 

_ Both the pre-1939 trends and the effects of the war have affected the 
outlook for the future. The questions which loom particularly large 
in British economic thinking are: the extent and character of pQ$twar ·--· "·-"' ~-' .• ·--···· ..... ,.. -
f.2!E~-!!~_g~~~the. place _of,~griculture in the Brittsh economy, and 

.. ,._, " .. ..,...-- ···-··· ~ •·-·· ,__,_ ,.,..- .... .. ~ .. 

l. For further discussion of these changes, see Lewis L. Lorwin, Economic Consequmcu of 
thl Second WOf'IJ War, Chapter XVIII. Also, Mary E. Murphy, The British War Ecrmomy,1939-
1943, Professi~al and Technical Press, New York, 1943. 
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the.reloc~_tion_of industry. The answers to these questions, it is felt~ . 
will determine the structure of the British econQ.my and the standard 
of living which it may provide for the British people. If satisfactory 
answers can be found for these questions, .it will be possible, so it is 
thought, to evolve policies and measures which will provide employ.: 
ment and economic security and improv~ the health and education 

•* of the people, 
There is a certftin division of labor in the British postwar planning 

which is partly, designed and partly accidental. The government is 
carrying on its' planning work through the regular departments and 
special committees and is evolving machinery which may be used for 
national planning in a systematic way. The private economic organi­
zations and groups are aiding the government in many w~ys, but are 
also outlining their own general programs to influence public opinion 
on the subject. · . 

To get a clear picture of the plans which are no~ being made for the 
reconstruction of Britain after the war it is well to survey first' the 
activities of the principal government committees and agencies, then. 
those of the main organized groups an~ unofficial associations. 

1. GovERNME~ .PLANNING AGENCIES 

For several years before the beginning of the present war the British 
government had been concernedaboutcertainaspectsofthe "phys~cal" 
development of England. According to widespread opinion in govern­
ment circles (as well as outside the government) there had been an 
overdevelopment of industrial areas. It was thought that industry had 
encroached upon some of the best lands of Englana which could be 
put to better agricultural and other uses, and that England was ''over­
urbanized'' to an extent which created serious problems for transpor­
tation, housing and public health. 2 As far back as 1932, Parliament 
tried to deal with these problems by enacting the Town and Country 
Planning Act which authorized local planning authorities to promote 
the development of local areas in accordance with town or country 
plans formulated locally. 

Little progress was made under the 1932 Act, owing to adminis­
trative and financial difficulties, and a growing opinion cleveloped 
in favor of national guidance and central planning. This opinion was· 

2. See Royal Commission on the Distribution of the Industrial Population, Rtport presented 
to Parliammt by Command of His Majesty, January 1940, London. This Commission is usually 
referred to as the Barlow Commission, as its chairman was &ir Montague Ba,rlow. 
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strengthened by the war. Owing to the need for producing large sup­
plies of foodstuffs', the government took steps to prevent the further 
use of agricultural land for other than agricultural purposes. The 
large-scale destruction of cities and houses as a result of bombings and 
the relocation of industries in response to war needs suggested that 
the physical rebuilding of the country ~hould be carried out in ac­
cordance with some general plan in the national interest . 

• 

Ministry of Works and Buildings 
In October 1940, the British government established the new Minis· 

try of Works and Buildings to study the problem. Lord Reith, an 
engineer and well-known as organizer of the British Broadcasting 
Company, was made Minister of Works and Buildings. Lord Reith, 
long an advocate of planned development, gathered around him engi­
neers, architects, economists and town planners and engaged the 
services of some of the universities and private planning societies to 
lay the plins for a new Britain after the war. A consultative panel, 
established by Lord Reith, began drawing up maps showing the 
physical features of the land, land uses, population distribution, 
location of industry and communications, and drafted base maps for 
the whole country in order to facilitate the co-ordination of the 
activities of local planning authorities. 

On February 26, 1941, Lord Reith stated in the House of Lords, as 
Minister of Works and Buildings, that the government had authorized 
him to proceed in his preparatory work on the assumptions that (1) 
the principle of planning would be accepted as national policy and 
that some central planning authority would be required; and that (2) 
this authority would proceed on a positive policy involving agri­
culture, industrial development and transport. 

The British public had clearly realized for some time that the key 
to planned development lay in the control of the use of land, that such 
control was bound up with the problem of property rights, and that 
this problem must be solved before a planning program could be 
worked out or applied. In January 1941, Lord Reith appointed an 
Expert Committee on Compensation and Betterment with Justice A. 
A. Uthwatt as. chairman to study the problem. 

In July 1941, the. Committee submitted an interim report in which 
it made three important recommendations. (1) The government 
should forthwith declare, as a general principle, that payment of 
compensation in respect of the public acquisition or public control 
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of land will not exceed sums based on the standard of "prewar 
values," that is values as o{March 31, 1939. (2) A central planning 
authority should be established to control building and all other 
developments throughout the country so that work should not be 
undertaken which might prejudice national reconstruction. (3) ~·Re­
construction areas" should be defined as soon as possible and no work 
in such areas should be permitted except with the license of the central 
planning authority. These recommendations were. intended to pre­
vent speculation in land and to provide national directives for recon-. 
struction. 

On July 17, 1941, Lord Reith.announced in the House of Lords that 
the government was ready to accept these recommendations, with 
some minor qualifications. The Committee continued its work until 
September 1942, when it published its final report (known as the 
Uthwatt Report). · . · 

As the Uthwatt Committee was concerned primarily with urban 
land, Lord Reith appointed in October 1941, another committee under 
the chairmanship of Lord Justice Scott to study the problem of agri.., 
cultural land. In the fall of 1942, this committee, known as the Com­
mittee on Land Utilization in Rural Areas, submitted a report which 
stirred up a good deal of controversy. 

Ministry of Works and Planning 
On February 11, 1942, Lord Reith announced in the House of Lords 

the conclusion reached by the government that the best means of 
c,arrying out its pledge to establish a central planning authority was 
to establish a .. Ministry of Works and Planning;·· Ten days later 
Lord Reith was succeeded in his office by Lord Portal. · 

In April1942, Lord Portal announcedthat his ministry would be re­
named MinistrY" of Works and Planning and that legislation. to that 
effect was being introduced. On June 2, 1942, the House of Commons 
passed the bill to establish a Ministry of Works and Planning. The 
Planning Act of June 1942; provided for the transfer to the Minister 
of Works and Planning the existing functions and rights of different 
departmentS relating to town and country planning. The new Minis­
ter was to co-operate with other departments and with local author­
ities in order to insure as much as possible that the national policy 
of urban and rural development was carried out as a single and con­
sistent whole. For purposes of co-ordination, an interdepartmental 
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committee was set up. and questions which it could not settle were 
to be referred to a committee of ministers. 

The 11inistry of Works and Planning was thus limited in scope and 
functions. The government declared its intention, however, to give 
the new Ministry additional powers necessary for enforcing town and 
country planning from a national point of view. The: government 
also stated its intention to weld into a single and consistent policy 
the activities of the various departments concerned in postwar re­
construction.• 

MiniJtry of Town ana Country Planning 
The Planning Act of June 1942, was regarded by some as a halfway 

measure and by others as a first step. Mter much public discussion and a 
debate on the subject in both Houses of Parliament during the: latter 
part of 1942 and the early months of 1943, the government introduced 
a bill for the establishment of a Ministry of Town and Country Plan­
ning. This bill became law in February 1943, and W. S. Morrison• 
was appointed Minister of Town and Country Planning. . 

The functions of the new Ministry are defined in general terms. It 
is to secure '"consistency and' continuity in the framing and execution 
of a national policy with regard to the usc: and development of land." 
What the ''national policy" is to be was left unspecified.• The new 
Ministry thus takes over the functions of the Ministry of Works 
and Planning and of the Ministry of Health relating to town and 
country development. 

Office of Reconstruction Studies 
Even before the Ministry of Works and Planning was set up to plan 

physical reconstruction, Arthur Greenwood, a prominent member of 
the Labour Party, had been appointed Minister without Portfolio 
to study proposals for social and economic reconstruction. He was 
replaced in February 1942, by Sir William Jowitt. Sir William en­
listed the services of several private research agencies and also, in 
agreement with the Secretary of Foreign Affairs, Anthony Eden, 
set up an Advisory Panel on International Relations. On December 
31, 1942, Sir William Jowitt was appoint~d Minister without Port-

3. Sec Montcll Ogdon, .. Britain Creates Centr~ Planning Authority," Foreign Auicult~~re, 
October 1943. 

4. Not to be confused with Herbert Morrison, a leader of the Labour Party and Home 
Secretary in the present government. 

S. Th1 Ti111l.t, London, January 28, 1943; February 6, 1943. 
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folio, with general responsibility for postwar planning. He is in 
charge of a small Office of Reconstruction Studies 'Yhich aims to 
co-ordinate research in this field. 

Besides the ministries referred to above, several other ministries 
and departments such as the Board of Trade, the Ministry of Health~ 
and others are engaged in preparing postwar plans within their re­
spective fields. The Ministry of Health, for instance, is in charge of 
planning the social and financial aspects of housing. The activities 
of the several departments are co-ordinated through the Committee· 
of Ministers in charge of postwar planning, of which Sir William 
Jowitt is Chairman. · 

2. THE PHYsicAL REcoNsTRUCTION oF BRITAIN· 

The war is giving the British people a new chance to impro1e_th~ 
physical structure of the country: repairing the damage· done by 
bombs, in itself a tremendous task; rebuilding as a result of the 
changes which have taken place in the location of industry; and new 
building of houses, schools and, other structures which had ;to ·be 
stopped during the war. 

a. URBAN REDEVELOPMENT· AND INDUSTRIAL RELOCATION 

The new Ministry of Town and Country Planning and the Ministry 
of Works and Planning are charged with the task of total physjcal. 
reconstruction. This involves the preparation of plans for town and 
country development which would take account of the changes in 
the distribution of the population, of the new needs for transporta­
tion, and of the possibilities for more decentralized and diversified 
industries, and which would make possible a larger enjoyment of the · 
amenities of life. Nineteenth century England, it has been said, built· 
the ugliest towns the world has ever known. It must make up for 
the. errors of the past and lay the foundations of a better civilization 
in new and better cities and buildings. a • ' 

One of the basic tasks in this process of rebuilding is to decentralize 
industry and to distribute the industrial population more evenly. 
The opinion is widespread in England that the concentration of in­
dustry and population has been carried too far. Professor Patrick 

6. In addition to the official reports quoted later in this chapter, see ••plans for Physical 
Reconstruction," Planning, Broadsheet No. 198, PEP (Political and Economic Planning'), 
London, December 22, 1942. · 



84 POSTWAJl PLANS OP THE UNITED NATIONS 

Geddes some ye~s ago decried the fact that two fifths of the British 
population were huddled together in some seven ••town-aggregates" 
with over a million people each, which he called ··conurbations" 
and which, in his opinion, had unhealthy economic and social effects. 
Such are the conurbations of London, Birmingham, Sheffield, Man­
chester and several others. To achieve a better economic and social 
balance, it is thought necessary to break up these conurbations and 
to spread industrial activities more evenly throughout the country. 

The task of such planning is still in the initial stages of fulfillment. 
Studies are being made of the factors involved in the localization of 
industry, such as sources of raw materials, power; labor supply, 
transportation, and markets. The Royal Institute of British Architects · 
has prepared general statements on the subject and some architects 

. have worked out a plan for the rebuilding of London. 7 Several pri­
vate research associations• are engaged, with the aid of the govern­
ment, in regional surveys to determine the best possible industrial 
program for the several districts of England. 

Some general features of the remedies proposed, however, are al­
ready clear. It is proposed, in the first place, to halt the expansion of 
London and, if possible, to reduce its size by requiring permits for 
the establishment of new plants and by giving special inducements to 
manufacturers and other businessmen to locate elsewhere .. Second, 
~t is proposed to disperse industries to smaller towns and country 
places. It is also hoped that the reconversion of industry and the 
demobilization of the armed forces at the end of the war will offer an 
opportunity to put such a program into effect. 

b. THE HOUSING PllOGRAM 

More specific are the plans with regard to postwar housing. The 
technical 'aspects of housing are being studied in a special division of 

· the Ministry of Works and Planning9 while the social and financial 
aspects, as pointed out above, are within the province of the Ministry 
of Health. 

7. Royal Institute of British Architects Reconstruction Committee, First General Statement 
•/ Co111:1Msion.t, August 1942. . 

8. Among these are: Town and Country Planning, the Nuffidd College Social Reconstruc­
tion Survey, and the West Midland Group for Post-War Reconstruction. 

9. This division, known as the Directorate of Post-War Building, is directed by Sir Ernest 
Simon, an engineer and formerly Lord Mayor of Manchester. This division has three main 
committees dealing respectively with the design of houses and flats; a structures P.olicy com­
mittee, and an installations policy committee, which deals with heating, ventilating, etc. 
Sec Wustri11l St11mJmtii'{ation, New York, October 1942. 
' 



THE RECONSTRUCTION OF GREAT BRITAIN 85 

The estimates of postwar housing needs in Great Britain run· into 
large figures. The destruction due to bombings is likely to create a. 
need for repairing and rebuilding from 1.5 million to 2 million dwell~ 
ings. The replacement need due to the war is large, and so are the 
arrears in slum clearance and abatement of overcrowding. The total 

. number of dwellings needed to givo the British people more adequate 
housingfacilities is placed between 3 million and 4 million new dwell­
ings to be built over a. period of several decades.10 

Mter the First World War there was a. grave shortage of houses 
and Lloyd George launched his famous campaign for ".Homes fc;>r 
Heroes." Building, however, was slow in getting under way. Specula­
tion in land, high cost of building materials, inefficient organization. 
of the building industry, restrictive trade union practices and high 
interest rates raised the cost of housing and slowed up the provision· 
of decent homes for the low-income groups. It. took nearly a. decade 
of constant and steady pressure from the public and the organized·· 
workers to overcome these difficulties .. The result was· a. steady in-· 
crease in the r3:te of b~ding, especially' after 1929,-with the result 
that during the last years before the war over 300,000 houses w~re 
built each year. In the twenty years between 1919 and 1939, nearly 
4 million new houses were completed in England, a. large· part of 
which were fairly well built. · · · 

There is not much interest in Great Britain in prefabricated houses. 
The type of dwelling which is planned is much the same as that .of 
prewar days-a. modest brick one-story, four-to five-room house with 
modem appurtenances. The cost of such a. house is estimated at .be­
tween £250 and £350 at relatively low rates of interest which would 
make it accessible to the lower-paid working groups. Bt:ick is pre­
ferredin view of England's lack oflum.ber and large brick and cement· 
industry. 

Profiting by the experience of 1919-1939, it is planned to prepare a. 
housing program which would avoid the difficulties of the years 
after 1919. The housing program is to be scheduled for a. period of 
thirty years, beginning with accelera~d building during the first 
three or four years after the war, 11 maintenance at the peak for another 

10. The data on British housing are taken in part from the report prepared by PEP 
(Political and Economic Planning) under the title, Housing England, London, 1934, and from 
the broadsheet published by PEP, October 5, 1937. See also, Urban and R.ural Housing, League 
of Nations, Geneva, 1939. · · . 

11. It is estimated that during the first year after the war it would be possible to build . 
about 200,000 houses; the number could be i~creased to 400,000 ddrlng the second year. 
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six or seven yea~, and then tapering off gradually. In order to carry 
out such a program, it is proposed to increase the number of workers 
in the building industry by special training and to rationalize at the 
same time building operations.12 During the first ten years of maxi­
mum building, a force of some two million workers in the building 
and civil engineering industries might be maintained. After that, 
entry to the trade would be closed so that by the end of the thirty­
year period the force might again be reduced to the level of one mil­
lion or less if necessary. 

In preparation for this housing program, the Ministry of Works 
and .Planning is studying the problems of mobilizing materials and 
labor. A report rcleased_by the Ministry in March 194311 proposes to 
buil.d up a labor force of 1.4 million men in the building industry 
within three years after the war. Half of these men would be crafts­
men. To achieve this, it will be necessary to train 50,000 workers 
every six months after the war for three years. This will require 70,000 
training places and 6,000 instructors. The productivity of labor is 
to be increased also by better methods of industrial organization. 
The building industry in Great Britain is a small-scale industry and 
much waste results from the dispersion of materials ando labor among 
many contractors and subcontractors. u 

To carry out the housing program, the Ministry of Works and 
Planning and other agencies are to have wide powers of control 
over the building industry after the war. These agencies are to consult, 
however, with employers and with the 'trade unions· in matters of 
technical proficiency, training of workers, letting of contracts, and 
the best utilization of resources in general. The consultative bodies 
which were set up in the summer of 1941 for war purposes, namely, 
the Central Council for Works and Buildings and the ~uilders' Emer­
gency Organizations may serve in such capacity after the war. 11 

12. There w~e in 1938 about 886,000 insured employees in the building industry. · 
13. Ministry of Works and Planning, Rlport 111 Tr11inint. for tht Bui/Jint. Industry, London, 

1942. 
14. In 1939, there were in England 60,000 contractors, 12,000 architects and trainees, 1,000 

surveyors and trainees as well as a large number of consulting engineers and specialist sub­
contractors. There was litde co-ordination or organization among them. The two main em­
ployers' organizations are the Building Trades Contractors Federation and the Civil Engineer­
log Contractors Federation. About 8,000 firms belong to· the former and some 600 to the 
latter. The other builders, mainly small, are outside either. 

15. The Council consists of emEloyers, workers and some professional people. The mem­
bers are selected by the Minister oi Works and Planning and act as his advisory committee. 
The Council has thirteen voting members-five builders or contractors, five trade union 
leaders and three professional men. The Builders Emergency Organizations (BEO) were set 
up in the fall of 1941 on a regional basis to help control construction operations in the eleven 
areas into which England was divided for defense purposes. Each regional section of the 
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The financing of the housing program is obviously of crucial im­
portance. In general, it is expected that most of the houses will be 
built by private builders with aid from the local authorities and from 
the central government and under general government guidance with 
regard to location, design, patterns, and standards of health. 

C. THE USE OF THE LAND . 

The British public clearly realizes that the housing program and 
the physical reconstruction of towns and cities will require national 
control over building operations for some time after the war. Even 
greater importance is attached to the control over the use and "price 
~lmd. " r 

The problem of land use in Englap.d is being considered from two 
main angles: (1) how to stabilize the value of land required for de~ 
velopmental purposes and how such land may be acquired by' the 
public authorities on an equitable basis; and (2) how to stop the "en­
croachment of urban growth and industry on land which would be 
better used for agricultural .development. The first question is con­
sidered in the report of the Uthwatt Committee, ap.d the second in· 
that of the Scott Committee. 

Some sentiment exists in England today, even outside socialist 
circles, in favor of land nationalization! Many otherwise conserva­
tive men claim that acquisition by the state. of the freehold of the 
land is necessary to carry out the large public works of drainage, rec­
lamation, etc., which are necessary to put British agriculture on an 
efficient basis, and to prevent private interest in land from hampering 
reconstruction in th~ national interest. - , · · 

The report of the Uthwatt Committee16 rejects immediate_ and 
general land nationalization on the grounds that it would interfere 
unnecessarily with the economic life of the country and with in­
dividual enterprise. But it goes fa_r in the direction of nationalization. 
The Committee recommends that all rights of development in land in 
the vicinity of towns and cities which may be needed for further urban 
planning should be acquired by the state on payment of fair compen­
sation. Compensation is to be fixed as a single sum for the whole 

BEO has a management committee at the top composed of six re{lresentatives of builders 
and of workers and an executive board which carries out the decistons of the management 
committee. 

16. Ministry of WorkS and Planning, Expert Committee on Compensation and Better­
ment, Final Report, Presented by the Mini.rter of Works and Planning to P~~rliament by Comf!lllnd of 
His Maje.rty, September 1942, London, 1942. . . _ 
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country and is to, be divided among owners whose land has a develop­
ment value in proportion to the values which their land had on March 
31, 1939. Each owner would continue, under this scheme, to enjoy 
the ownership and use of his land, but he would give up the right to 
develop it or to profit from an uncontrolled rise in its value. The state 
is also to have the power to acquire the land when it is wanted for 
public purposes or for approved private development. 

Control of land development would thus pass from the individual 
to the state. No scheme for land development could be undertaken 
unless first approved by a central planning authority. After approval, 
the land would be purchased by the state at its then fair value, ex­
cluding of course, the development value already paid for. The state 
might then carry out the.development project as. a public enterprise 
or, more likely, it might lease the land to a private person or group 
who undertook the approved project. As development projects are 
approved, more and more land would come into the hands of the 
state and would be leased to private developers. 

With regard to built-up areas, the Uthwatt Committee recommends 
that the planning authority be given power of compulsory purchase 
of (1) war-damaged areas and of obsolete areas in need of reconstruc­
tion, and (2) of land which is not being developed in accordance with 
national plans and interest$. The planning authority would develop 
such areas itself or dispose of them to private development groups, not 
by way of sale but only of lease. The Committee also urges that, where 
development rights are not to be bought by the state, a tax should be 
imposed on increases in annual site values, so that the community 
may obtain part of the increment in the value of built-up areas due 
to community growth. 

The Uthwatt Committee suggests that there should be a minister 
for national development who would take over the planning func­
tions involved in its recommendations. This minister would issue 
directions to a commission composed of specially trained p~sons 
who would administer the "development rights scheme" as proposed 
and in accordance with general national plans. 

In one section of its report, the Uthwatt Committee seems to take 
a favorable attitude towards the proposal of converting all land into 
leasehold interests. But approval is confined to the plan to give the 
state unconditional control only of development in areas outside of 
towns and of the reconstruction of the cities. 17 

17. The Committee ·devotes a large part of its report to a discussion of the technical 
details of cbssifyiag and valuing land which cannot lie considered here. 
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d. RURAL HOUSING AND THE IMPROVEMENT OF COUNTRY LIFE 

\Vhile rebuilding the cities and rehousing the industrial population 
are regarded as major postwar tasks in England, the need for improv~ 
ing housing and living conditions in the country areas, especially for· 
farm workers, is also recognized. The steady decline in the area under 
cultivation in England before 1939 and in the. number of people en­
gaged in farming 18 is due not only to economic factors but-to soci3:l 
conditions which make life on the farm and in the villages less at~ 

• I -

tractive and comfortable than m urban are~s. · · 
Between 1931 and 1939, the British government took various meas-~ 

ures to improve the economic and social position of farmers and fa:t,"m · 
workers. As the farmers were suffering largely from low prices ·and 
foreign competition, the government tried to assist them by means of 
subsidies, by the promotion of marketing schemes which were in­
tended to raise prices and by imposing quotas on,the imports of such 
products as wheat, bacon, etc. While these measures had some success, 
they did not stop the decline of agriculture and did not ~olve the prob­
lems of the farmers whose difficulties were aggravated by high rents, 
high taxes and the peculiar conditions of British tenant farming. 19 

The effects of these economic difficulties. were evident in the back­
ward state of housing and especially of public services on many farms 
and in the villages and towns dependent upon the adjacent farm-
ing country. 

The condition of farm labor was especially unsatisfact9ry. 20 Wages 
were low as compared with the wages of industrial workers and often 

18. The arable acreage in England and Wales decreased from 12,217,000 acres in 1900, 
to 11,320,000 in 1910, to 10,682,000 in 1925, and to 8,877,000 acres in 1938. The number of 
agricultural workers decreased from an average of 816,000 during 1921-1924 to 593,000in. 
1938. • -

19. British farming since the early nineteenth century has been characterized by the exist• 
ence of large estates whose owners let the land to tenants who in turn put capital into the 
business and employ hired labor. The prosperity created for agriculture by the First World 
War resulted in high land values, and many landowners found it more profitable after the 
war to sell their land. Between 1918-1921, some 12 per cent of the farming area of the country 
changed hands with the result that a substantial owner-occui'ier class of farmers came into 
being. These farmer-owners bought the land at high prices ana often with borrowed capital 
at high interest rates, and fell into serious difficulties, especially after 1926. 

On the eve of the present war, British farming was conducted largely as a small- and me­
dium-sized business by caritalist farmers employing paid laborers, modified, however, by 
the continued existence o some large estates using tenant farmers. In 1938, there were in 
England and Wales 365,972 holdings of which 61,685 were between 50 and 100 acres and • 
226,360 holdings (62 per cent) were under 50 acres. That is, 288,045 holdings (or 79 per cent 
of all holdings) were under 100 acres. ln 1927, about 66 per cent of all land was occuped 
by tenants. Over 12,000 holdings of 300 acres and over contained about 6,000,000 acre's or 
nearly 25 per cent of the total acreage. 

20. The figures cited here are taken largely from Ministry of Works and Planning, R.eport 
of th1 Committee on Land Utili'{ation in R.urat Areas, presented • •• to Parliament hy Command of 
His Majesty, August 1942. London, 1942. · 
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barely sufficient for the laborer to live on. There was little prospect 
for the farm worker to become a farmer on his. own account, as he 
could hardly hope to accumulate the capital needed to buy land. The 
cottages in which the rural worker lived were generally far below the 
standards of housing for city workers, and many of these cottages 
were not fit to live in.11 ' 

The lack of modern facilities in rural areas affected both farmers 
and farm workers. In 1938 only some 30,000 agricultural holdings out 
of the total of 365,972 (or less than 10 per cent) were served with 
electricity. Gas for heating and cooking was restricted to small towns 
and larger villages, owing to the cost of laying mains and supply 
pipes. In June 1939, sonie 3,432 parishes in England and Wales (out 
of a total of 11,186) and at least one million people living in rural 
districts were without piped water. At least 5,186 parishes had no 
sewerage systems in 1939. 

The high costs involved and the low returns that could be expected 
gave no pecuniary inducement to private capital to improve these 
conditions in the rural areas. The financial assistance by the govern­
ment under various housing acts passed between 1923 and 1938 was 
inadequate to do more than scratch the surface of the problem. 

While these economic and social trends led to a decline of agri­
culture, the outward spread of manufacturing industries was a.n added 
menace to farm and village life. Industrial plants and settlements 
encroached upon good agricultural land, brought in economic and 
social influences which were Often detrimental to farm life and de­
structive of the charm and beauties of the countryside. 

To meet these problems the Scott Committee makes a number of 
specific and detailed recommendations.22 The Committee urges the 
building of better and more spacious rural houses (including a larger 
number of .. untied" cottages), ready-wired for electricity and ap­
propriately constructed to receive gas and water supplies even if such 
services are not immediately available. It recommends the standardiza­
tion of charges for electricity and gas so as to supply the countryside 
as cheaply as the cities, the laying of service lines in the larger villages 
free of charge, and the provision of a water supply to all towns and 
larger villages not at present supplied. 

21. A large number of farm workers in England live in so-called "'tied" cottages. A "tied" 
cottage is a cottage which a farm worker occupies only as long as he is employed on the farm, 
usually at a low rent, and which he must vacate when he leaves his job. 

22. Ministry of Works and Planning, Rlport 11/ tht Ct~mmitte~ 1111 L11nJ Utili~mion in R.mal 
.Ant~s. 
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The Committee favors the development of rural industries and 
handicrafts which can be carried on in connection with agriculture 
and which would not disturb the physical and moral life of the vil­
lage. It sketches a series of measures to keep good agricultural land 
out of industrial use, to protect the forests and parks for the use of the 
nation, and to conserve the beauties of the English countryside. It 
urges the development· of .. village institutions'" and community 
centers which would make life on the farm and in rural areas more 
attractive and stimulate social and recreational opportunities. 

The Committee emphasizes the need for local and central planning. 
Local planning, in its opinion, should be made compulsory and.loca1 
planning bodies should have the assistance of expert, technical staffs~ 
A central planning authority is to be set up which is to guide and 
control rural development in line with the recommendations of the 
Uthwatt Committee. · · 

The governmental machinery which the Scott Committee would. 
establish for the fori:nulation and execution of national planning 
includes four parts, namely: (1) a standing committee of the ministers 
concerned (such as the 11inisters of Health, Agriculture, etc.) under 
the chairmanship of a nondepartmental minister of Cabinet rank; 
(2) government departments concerned· with development; (3) a 
central planning commission; and (4) such ad hoc bodies as may be 
needed to carry ant functions not already covered by existing minis­
tries or other authorities or bodies. The nondepartmental ministeris. 
to be known as 11inister of National Planning or Minister of National 
Organization. ' 

The Scott Committee assumes that the improvement of rural life is 
important to maintain and develop a ""healthy and well.:.balanced"". 
agriculture after the war. The Committee does not, however, clearly 
define these aims or the policies involved. Neither does the Committee 
examine property rights in land or land tenure. It argues that no mat­
ter what the system of property may be, the problems of improvement 
would be the same. It is in favor, however, of giving the state the. 
right to the compulsory purchase of land if that is required for de­
velopmental purposes. 

The Scott Committee stresses the ideas of control and pl~nning 
and emphasizes its conception of planning as ··a continuous and 
evolutionary process in national development.' • It also cites a series 
of successive steps by which its proposals could be carried out in a 
period of five years: a ""Five-Year Plan for Britain.'." 
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3. SoaAL SEcuRITY AND THE NATIONAL MINIMUM 

Better cities and towns and better housing are subjects of wide 
interest in Great Britain, but continuity of income and security f~om 
want arc even more so. For twenty years before the present war Great 
B~itain had been plagued with chronic mass unemployment. A large 
proportion of the population lived on the edge of poverty and in fear 
of slipping off into destitution. To the mass of the people-workers, 
clerks, small farmers and businessmen, and other groups-the su­
preme test of a better Britain after the war will be the degree towhich 
the fear of economic insecurity can be removed. 

While the Ministry of Works and Planning set up committees to 
study land use and the rebuilding of towns, the preparation of a plan 
for social security was stimulated by the Office of Reconstruction 
Studies. When he was Minister without Portfolio, the Rt. Hon. 
Arthur Greenwood, created an Inter-Departmental Committee on 
Social Insurance and Allied Services, under the chairmanship of Sir 
William Beveridge, to make a survey of existing national schemes of 
social insurance and to recommend further action. On November 20, 
1942, Sir William submitted a report on the subject to Sir William 
Jowitt, who transmitted it to Parliament. The report put forward a 
sweeping plan of a universal national system of social security which 
embraced every group of the population and provided state insurance 
against the insecurities due to unemployment, occupational hazards, 
illness, old age, invalidism and the death of the breadwinner. 

It is now forty years or so since England began a series of measures 
breaking with the traditions of the common law of accidents and of 
the Poor Law of 1834, which led to the passage of the National In­
surance Act in 1911.21 Between 1919 and 1939, the social insurance 
system was extended to include the majority of workers under both 
health and unemployment insurance, to pay outdoor relief to unem­
ployed workers not entitled to insurance bendiis,24 and to provide 
a number of other social services such as aid and pensions to blind 
persons, and special assistance to widows. 2a 

23. The first Workmen's Compensation Act was passed in 1897; in 1908, state pensions for 
persons aged seventr or over were introduced; the National Insurance Act of 1911 provided 
a system of health 1nsurance for gt:oups of people below a certain income and a scheme of 
unemployment insurance for limited groups of workers. • 

24. An Unemployment Assistance Board was set up in 1934. 
25. The background material of this section is based in large part on "Planning for Social 

Security;' Pl11nnin~ Broadsheet No. 190, PEP, London, July 14, 1942. 
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In spite of the great advance made in British social services in 
England in the thirty years after 1911, there was a growing feeling 
that the results were far from adequate. Criticism of the British social 
insurance system centered around five main charges. 

In the first place, the coverage was incomplete both with regatd 
to persons and services. Large groups of the population in the lower 
income groups-farm laborers, domestic workers, salaried persons-· · 
were not included in one or another of the insurance schemes provided 
by the government, while there were important gaps in the system as 
a whole such as lack of protection to survivors in case of'the death 
of the breadwinner. . 

The incompleteness of the provisions was revealed by the extent 
to which workers had recourse to additional voluntary insurance. 
The studies of working-class family budgets for 1937-1938 made by 
the Ministry of Labour showed that i:he average industrial worker's 
family was spending a little over two shillings a week on compulsory 
state insurance, as compared with over three shillings sixpence a 
week on voluntary social security schemes such as Sick Clubs, doctors, 
midwifery and nursing, hospital contributory plans, superannuation, 
and life and burial insuran~e. It was also found that the poorer fam­
ilies spent relatively more on ~uch voluntary insurance, especially on 
life and burial insurance. _ 

Secondly, the total costs of administering the services were said to 
be excessive owing to the many agencies involved. For the period 
1934-1937, it cost 'the Ministry of Pensions about £750,000 to dis .. 
tribute cash and medical benefits of an avet;age annual value of £42 
million. It cost about £2.5 million a year to administer contributory 
and noncontributory widows', orphans' and old-age pensions worth 
£87 million annually; and it cost £7.5 million a year to administer 
£79 million worth of unemployment benefits and allowances. It cost 
about £4 million to administer about £9 million worth of workmen's 
compensation payments. Most expensive of all was industrial insur­
ance. Private companies and collecting societies collected about £65 
million a year ifl; p~·emiums and dis~ributed about £33.5 million in 
benefits-at a management cost of £22 million, plus a "shareholders' 
surplus" of about £2 million a year for the companies. 28 

Thirdly, the adequacy of payments and of health, medical and other 
services was criticized. Not enough was done, it was said, to prevent 

26. See ''Planning for Social Security," p. 6. 
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disease and disability or to rehabilitate those who had suffered loss 
of earning power as a result of accident or illness. 

The fourth defect charged to the system was its confused and ill­
assorted administrative setup. The social services were scattered 
among a number of unrelated government departments. Besides, the 
National Health Act of 1911 had incorporated into the system the 

. various Sick Clubs, Friendly Societies and fraternal orders and com­
mercial insurance companies which had reached a high development 
in England before that time and which were expected to facilitate 
the administration of the new law. It was claimed that these societies, 
to which the majority of insured belonged, did nothing for the welfare 
of the members beyond their statutory duties of making or withhold­
ing cash payments, and that the commercial companies made no 
pretense of being interested in anything but benefit claims. On the 
other hand, the participation of those societies and corporations 
increased the costs of the administration and made it more 
cumbersome:. 

The fifth charge involved the principles underlying the whole 
system. Compulsory social insurance, it was claimed, was a com­
promise between commercial insurance and social responsibility for 
uninsurable risks, and was therefore neither genuinely ··social" nor 
genuinely ••insurance.·· The system favored the stronger and higher 
inc,ome groups of the working population and so failed to achieve 
some of the purposes for which it was intended. 

Some groups in England would meet these criticisms by applying 
the principle of the national minimum on a broad basis. The state 
should accept as its aim the provision of a "decent" minimum stand­
ard of living for all, both as to normal incomes, earned by regular 
work, and the social service incomes. A .. decent" national minimum 
should be fixed, it is claimed, on the basis of .. A Human Needs Family 
Budget" derived from an analysis of the actual spending habits of 
working-class families, and revised every five years. 

The provision of the national minimum would require appropriate 
minimum wage legislation, family endowment for dependent chil­
dren in the form of free goods and services for children, and adequate 
income-maintenance allowances in the form of social services at suf­
ficient rates and covering all contingencies. Such a system. would 
·a bandon all traces of commercial insurance and would be based on the 
idea of a national pool of all insecurity burdens, to be financed by 
taxation of each citizen according to his means. It would be adminis-
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tered by a single social security commission ·which would unify and 
simplify payments, benefits and control.2 7 ·· · 

The Beveridge proposal goes a long way, but not all the way, 
toward these goals. 28 It does not deal with normal incomes, an:d is 
confined entirely to the provision of social insurance. But it extends 
the social insurance·system to cover "all citizens without upper in­
come limit .. and is "all-embracing in scope of persons and needs.··· 
Also it recommends payments arid standards which ~ould maintain 
~ocial service income in time~ when normal income. is cut off, at a 
subsistence level which is as close to a national minimum as possible. 

The British people are arranged by the Beveridge plan into si~ 
classes: (1) workers; (2) others gainfully occupied such as employer~, 
traders, etc.; (3) housewives of working age; (4) others of working 
age not gainfully occupied; (5) those below working age; and (6) 
those above working age who are retired. Some of the social services 
in the plan cover all six classes, while others apply only to some of 
the classes. But the entire scheme is so conceived that it makes -the 
system a truly national one without distinction of status or economic 
condition. · 

The benefits in the Beveridge plan, which carry it far beyond the 
present system of social insurance, may he summed up under six 
headings, relating to the six classes into which the population is 
divided. · 

1. Persons in class 6, those above working age, are to be entitled to retire­
ment pensions. These are to be paid to all men reaching the age of 65 and to 
all women of 60 years and over. The old-age benefit, which at present is 20s. 
a week for man and wife, is to be raised to 40s. a week on retirement from 
work plus 2s. a week increase for each year that retirement is postponed. 

2. Persons in class 5, those under working age, are to be- entitfed to an 
allowance, which is entirely apart from the benefits received from the Social 
Insurance Fund. The children's allowance is to be paid from the national 
treasury to each married couple for each child after die first. ,Parents and the 
government are thus to share in the responsibility for the costs of children. 
The allowance would be the same for each child, after the first, and would 
increase as the child grows older, continuing up to the age of sixteen. The 
allowances would be given in all cases, whether the parents are rich or poor, 
and where the breadwinner is employed or unemployed or disabled~ 

3. Housewives of working age in class 3 are considered, not as dependents, 
but as doing "vital though unpaid" work and as partners of their h~bands. 
According to the Report, ''all women by marriage acquire a new economic 

27. See "Planning for Social Security." - · 
28. Sir William Beveridge, Social Insurance t~nJ AllieJ Services, Report •.• Presented to Parlia~ 

ment by Command of His Majesty, November 1942, London, 1942. American Edition: Mac-
millan, New York, 1942. , 
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and "social status, with risks and rights different from the unmarried." 
Women on m~ing are to be given a grant ranging from £1 to £10 to com-
pensate them for a changed benefit status. · 

Housewives are entitled to a maternity grant, consisting of a lump sum at 
the birth of each child, and to widowhood or separation provisions. Widows 
of working age are to receive a widow's benefit for thirteen weeks after the 
death of the husband, and a .. guardian benefit'• so long as they have depend­
ent children to look after. 

Housewives not working for pay outside the home are not eligible for 
uneml'loyment insurance or disabiltty benefits. But the husband's contribu­
tion 1s considered to be for both and the unemployed benefits to a married 
couple are greater than those to a single person. 

Housewives working for pay outside the home, may choose whether or not 
they wish to be classified as employed workers and to contribute to the Social 
Insurance Fund. If they do, they will be eligible for unemployment and dis­
ability benefits. In adaition to the maternity grant menuoned above, they 
would be eligible for a maternity benefit lasting thirteen weeks, to enable 
.them to take this time off from work during the period before and after child­
birth. These grants are to range from £2 to £4 a week. 

4. Those in class 2-cmployers, merchants, or self-employed persons-are 
not entitled to unemployment benefits. Instead, they are to receive a ''training 
benefit•• to assist them in finding a new occupation and a new livelihood if 
their present one fails. They are it so not eligible for the short-time '' disabil­
ity benefits,•• but if, because of injury or sickness, they should be unable to 
make a Jiving after a period of thirteen weeks, they would be eligible for 
disability benefits. 

5. Persons in class 1, employees in paid jobs, are to be eligible for unem­
ployment benefits, if they are unemployed. Benefits start after three days of 
unemployment and are to be paid at the same rate without a means test as 
long as unemployment lasts. The unemployed must, however, be willing to 
accept work when offered or attend a training center to learn a new trade. 
The· unemployment benefits continue during the period of retraining. The 
plan raises the unemployment benefit from the present rate of 38.r. a week for 
twenty-six weeks to 56.r. a week unlimited in time without a means test. 

Persons in class 1 are also to be paid disability benefits in case of disability 
due to industrial accident or disease, for a period of thirteen weeks. Pay· 
ments are to be at a flat rate, regardless of previous earnings. If the disability 
continues, thereafter, the disabled individual will be entitled to an industrial 
pc:n~ion in proportion to his or her earnings with a minimum and maximum 
limlt. 

6. In addition to all these benefits, comprehensive medical treatment and 
rehabilitation and funeral expenses are provided for all six classes, that is, for 
all the people of Britain. The medical benefits under the proposed National 
Health Service are to include home and office medical care, hospital, dental, 
and ophthalmic treatment, postmedical care, convalescent homes, and the 
cost of medical rehabilitation. At the death of the insured, surviving relatives 
are to receive a lump sum for funeral expenses running up to £20. 

The funds to pay these benefits are to be obtained from contributions 
by the insured employees, by employers and by the state. All persons 
in classes 1, 2, and 3 are to pay a single security contribution by stamp 
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on a single insurance document each week or combination of weeks. 
The contributions are at a flat rate, but they differ for men and women 
and for the different classes. An insured worker in class 1 is to pay 
4s. 3d, a week to cover all benefits and services provided, regardless of 
what his earnings are. The employer is to contribute 3s. 3d. a week 
for the insurance of the worker and an additional sum of 4s. 3d. to 

cover his own benefits under the scheme. Young workers between 16 
and 18 years of age and women pay less. Insured women are to pay 
3s. 6d. a week, and the employer is to pay 2s. 6d. for each woman 
worker. The state is to contribute part of the social insurance funds._ 

The total cost of the scheme to the government is estimated at 
£350 million in 1945-£85 million more than the commitments of 
the government under existing social insurance provisions. The cost 
to insured persons is estimated at £194 million in 1945 compared witJ;l 
present costs of £69 million, and the cost to employers in 1945 is 
estimated at £137 million as against present costs of £83 million. 
Total estimated costs for 1945 would thus be £681 million as com-
pared with £417 million now being spent. · 

The whole system would be managed by a ministry of social se­
curity to simplify and unify administrative procedures. The new 
ministry would be responsible: (1) for social insurance; (2) for the 
national assistance which would be needed for a limited number of 
cases not covered by social insurance; and (3) for the encouragement 
and supervision of voluntary insurance which would be continued 
by different groups of the population in their present or in some modi-
fied form. · 

In brief, the Beveridge plan provides for over-all compulsory in­
surance, to whi& all citizens would contribute and all receive bene-·· 
fits during emergency periods in their lives: unemployment, disability 
or sickness, marriage, maternity, retirement and death. In addition, 
two kinds of assistance are to be given outright to the citizen by the 
national government because they are essential to the well-being of 
the nation-namely medical and health services, and allowances for 
children. 

While this minimum security would be provided for all and would 
be compulsory, there is nothing to prevent any person from joining 
with others in a voluntary plan for greater security for himself. 
Through t~ade unions, Friendly Societies or other nonprofit groups, 
members could still arrange for _themselves sickness or other supple-· 
mentary insurance. 
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Sir William Beveridge states that careful study shows that Great 
Britain could afford to put the plan into. effect, using the actual con­
tributions and benefits suggested in the Report. The total cost of the 
social security budget, as planned in the Report, would be £697 mil­
lion in 1945, and £858 million in 1965, which has been estimated to 
be about 11 per cent of the national inoome of Great Britain. While 
these actual amounts have been worked out with great care in terms 
·of the costs of living in Great Britain adjusted to·probable postwar 
conditions, the Report suggests that they be considered as tentative, 
to be modified upward or downward accordjng to changes in condi­
tions or in public attitudes when the plan is put into effect. 

The Beveridge plan proposes that steps to carry it out be started 
right away, the necessary legislation passed:andegovernment offices 
established, so that in the year 1945 the plan could be put into effect, 
whether or not the war is over by then. It would take a long time for 

. an insurance plan, based on contributions coming in over a period of 
time, to stand on its own feet and be really self-supporting. This 
transitional period is figured as twenty years. During this time, direct 
contributions from the national government would have· to supple­
ment the actual insurance funds. These contributions would of course 
become less during the twenty years, and would finally be unneces­
sary. S?cial insurance, together with medical and other services to 
citizens, would then be on a self-sustaining basis. 
_The publication of the Beveridge Report aroused wide popular 

interest and stirred up demands that its recommendations be adopted 
by the government immediately. The main support for the plan came 
from the British Labour Party, and the trade unions, but many Liber­
als and Conservatives expressed approval of its m~n provisions. 

On the other hand, the Report also gave rise to much criticism. The 
main objections to it are: (1) that the guarantee of a national mini­
mum would destroy the incentive to work; (2) that this guarantee 
is not sufficient for a decent living;21 (3) that many persons are better 
off under existing pension schemes; (4) that the costs would be too 
high and would be a burden which British industry could not carry; 
and (5) that the'scheme would increase costs of production so much 

.. 
29. Mr. S. Sccbohm Rowntrce who favors the Beveridge plan, points out that the Bever­

idge plan would reduce poverty considerably but would not cfo away with the poverty which 
is due to low wages.·· ••. those in poverty due to inadequate wages or inadequate earnings," 
he writes. "'are not affected by the social security benefits as long as they are working; the 
only advantage they receive from the Beveridge Plan is that which arises from the children's 
allowances. The poverty due to inadequate wages can only be cured by raising wages."' 
Tht Times, London, December 15, 1942, p. 5. 
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as to make it impossible for British producers to compete in foreign 
markets. 10 Strong objections to the plan were raised especially by the 
industrial insurance companies whose business under the plan would 
be taken over by the government. / 

The debate on the Beveridge Report in the House of Commons in 
February 1943 was heated anti threatened for a while to break up the 
present government coalition of the Labour Party wh:h the Conserva..; 
tives. However, the government won the day and avoided a split in 
its ranks. The government ··welcomed" the basic· principles of the 
Report and many of its specific recommendations, but refused· to 
commit itself definitely on the subject or to establish immediately a 
ministry of social·secw;ity. : 

. . . ' 

4. ·'FuLL EMPLOYMENT" .AND EXPORT PoLICIES 

In submitting his plan for a new social security system, Sir William. 
Beveridge cited facts which indicated that •. abolition of want just 
before the war was easily within t~e economic resources of the com­
munity." In Sir William's words, ··want was a needless scandaldue 
to no one taking the trouble to prevent it." Sir William also argued 
that despite the destructiveness of the present war ~ngland will have 
the resources needed for carrying out his program. · · · ·· · · 

Social insurance against emergencies, ho·wever, is only one part of 
the battle against want: the biggest part of the battle must be wonJ 
through working out an economic system that will keep production· 
going, and keep employment at a high level. The provisions for un­
employment insurance assume that there will continue to be a certain 
minimum of "frictional" and ··seasonal" unemployment. The aver= 
age number of unemployed to be provided for is estimated at 1.5 
million. But the social insurance scheme will not work if mass unem-· 
ployment is allowed to sweep over the country. 

Planning for a better Britain after the war obviously calls for meas­
ures which would reduce business fluctuations, provide full employ-

30. Nicholas Kaldor points out that this criticism is untenable. Even if the em_Ployers· 
entire contribution, which is 3s. 3J. per worker per week, be added to selling prices, lt might 
raise export prices, in terms of sterling, by 2 to 3 per cent. •• Any conceivable effect of the 
Beveridge plan on export/rices," he writes, "could be offset if the exchange value (of the 
pound sterling) were fixe from 2 to 3 per cent lower than would otherwise have been the 
case." A revaluation of the pound sterling after the war is most likely in view of the great 
changes in prices due to the war. Mr. Kaldor further argues that the extent of the additional 
redistribution of income involved in the plan is in fact very small (some 4 per cent of British 
prewar income), so that it does not involve a heavy burden, even if British postwar income 
were less than before the war-which is very unlikely. See The Times, London, December 
19, 1942, p. 5. 
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ment and increase national output. It is almost an axiom today in 
,. Great Britain that to attain these ends the British must expand greatly 
their postwar exports of manufactured goods. Lord Keynes has ex-

. pressed the belief that the British could recover from the effects of 
the war and return to the export level of 1929 in three years. This 
would involye an increase in British exports of about 50 per centu 
and could be accomplished only by a better organization of industry, 
lower costs, possibly lower wages and profits, and a certain self­
denial by consumers. Such "'discipline" is necessary for Great Britain 
to compete successfully in world markets .. 

Many British businessmen and economists think that the war is 
creating a situation in world markets which may not be altogether 
favorable for British postwar foreign ·trade. Heavy industry has been 
expanded in Canada, Australia, India, Brazil and elsewhere, and these 
countries will seek markets for their manufactured goods. Great 
Britain may have to face a loss of some markets though there is op­
timism·· in some sections of the business community that the defeat 
of Germany will open up larger trade opportunities for British goods 
in Europe, 'in Latin America and in the Near East. 82 

The British public also realizes that the formerly important Brit­
ish export industries, such as cotton cloth, coal, and machinery, can 
no longer rely on the initial advantages which gave them a dominant 
place in world markets in the past. Some of these industries have no 
chance of recovering their markets, others can do so only by develop­
ing new and more specialized products. A larger portion of British 
exports will have to be in specialized goods and in the products of the 
newer chemical and electrical industries. 

Plans for meeting such a postwar situation are being made by the 
Board of Trade. The Board is worlclng.in co-operation with the vari­
ous trade associations to study probable obstacles to full employment 
'in the six to twelve months following the end of hostilities, and 
methods .for overcoming them. The Board is also co-operating with 
over fifty export industries in studying the possibilities of expand,ing 
foreign trade after the war.u No specific proposals have been made 
public. The problem is intimately connected with commitments 

31. This percentage is clear from the figures of exports of merchandise from the United 
Kingdom which are as follows: 1929-£729,349,000; 1932-£365,024,000; 1937-£521,391· 
000; 1938-£470,755,000; 1939-£438,806,000; 1940-£413,084,000. In 1941-1942, exports 
were further reduced and arc at present most likely below £400,000,000. 

32. See, for instance, T'"" ]ournt~!, April1942, pp. 101-102. 
33. See statement of Hugh Dalton, President of Board of Trade, as reported in Th, Times, 

London. February 4. 1943. 



THE RECONSTRUCTION OP GREAT BRITAIN 101 

/ 

under the Atlantic Charter and the Master .Lend-Lease Agreement 
with the United States, and merges into the questions of international 
trade and monetary policy. 

5. THE FUTURE' OP. AGRICULTURE 

British plans for expanding export trade and for raising living stand-. 
ards after the war emphasize the need of maintaining a_ balance 
between industry and agriculture. The report of Lord Justice Scott's 
Committee assumes that the British government will maintain a 
''healthy'' and well-balanced agriculture after the war without say-
ing what that implies. . __ 

The subject stirred a lively controversy-· and no definite policy is 
as yet in sight. Some would maintain British agricultur~ on the' ex­
panded scale which it has attained as a result of th~ war,84 with a 
minimum dependence upon imports of foreign foodstuffs. Others 
would again reduce the size of the agricultural industry and return to­
dependence on low-priced imported foodstuffs. They argue that. the· 
prosperity of Britain and the high living standards of its workers 
depend on cheap food which can be obtained only by importing it 
from countries where it is produced more cheaply. Such imports, they 
claim, are especially necessary if the nutrition standards arid the 
health of the British people ar~ to be improved. Furthermore, 
Britain cannot expect to dispose of industrial exports in agricultural 
countries unless it buys their foodstuffs and raw materials in 'ex- _ 
change. , 

The answer to the issue is still in the making. Meanwhile, the 
Minister of Agriculture has informed th~ British farmers that they 
will have an assured market for theirproducts until 1945. With re-
gard to postwar policy, he made the following statement: ' 

We feel now that we require a more extensive survey on which to base our 
long-range policy as well as- our policy for immediate problems. We must 
collect the information, necessary fOr the formation of a sound post-war agri..; 
cultural policy. The survey now being carried out will include tlie preparation 
of a map of every farm. The information about each farm will include its. 
natural potentialities, the characteristics of the soil, its present state of culti-

34. Owing to special stimulation, government subsidies, fixed prices and guaranteed mar­
kets, the British farmers have shown a remarkable performance in increasing production. 
The arable acreage has been increased from some 13 niillion acres before the war to about 15 
million. The output of the eight principal crops (wheat, barley, oats, potatoes, beets, etc.) 
increased from 27 million tons before the war to about 35 million in 1941. This has been 
accomplished owing to the use of larger fertilizer supplies, more tractors, 'and better organiza-· 
cion. 
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vation, acreage o£ ~he various crops, the animal population, and the condition 
of farm buildings. . 

On the basis of such information, a policy will be formulated. The 
Minister thinks that "the cry of cheap food" has depressed agricul-

. ture in the past and that it would help British exports if the agricul­
tural countries which buy British goods were paid a "decent price .. 
for the food they produce and so could maintain themselves and their 
industries on an efficient and prosperous basis.11 

6~ GoVERNMENT PLANNING AND GovERNMENT PoLICY 

It is clear that the plans prepared under government auspices cover 
a wide range of problems, from town planning to social security and 
export trade. But so far they have not resulted in any important leg­
islative measures or action.11 

Moreover, the government has persistently refused to make any 
promises as to how far it intends to implement the plans submitted. 
It has pUt off indefinitely the two main proposals so far advanced, 
namely, to set up a central planning authority, and to establish a 
ministry of ~ocial security. 

The government has been criticized for its "procrastination," 
.. indecision"·and '"lac~ of policy .. in the face of the recommendations 
of its own committees and agencies. The government justifies its 
position on the grounds that it is necessary to win the war first, and 
to get_a clearer view of what the postwar situation may be. Some of 
the government spokesmen have also warned the British people that 

·conditions after the war will be difficult and that immediate postwar 
plans for a better life may not be possible, either financially or eco­
nomically.17 The government thus takes the position that·while it is 
necessary to plan and to make preparations now, action may not be 
practicable until after the war. 

35. HansarJ, November 19, 1941, Column 418. 
36. The House of Commons passed in the latter part of May a bill introduced by the 

Minister of Town and Country Planning which provtdes that land not already covered by 
plans under existing Town and Country Planning acts shall be deemed to be subject to these 
acts. Presumably, this bill is a step in the direction of what the Uthwatt Committee recom­
mended, but it is a very small step. The bill has been described as a "minor measure." Th1 
&onomi.rt, May 1, 1943; Christian Scienct Monitor, May 13 and 28, 1943. 

37. See speech of Sir Kingsley Wood, Secretary of the Exchequer, in the House of Com-
mons as reported in Tht Times, London, February 3, 1943. · 



Chapter 5 

PLANS OF SOCIAL-ECONO:MIC GROUPS IN GREAT BRITAIN 

GoVERNMENT POsTWAR PLANs and policies in Great Britain are still 
in a fluid state. Their final form will depend on their interaction with 
the ideas and programs of unofficial groups arid economic associations. 
As in the United States, economic groups are highly organized in 
England, and some of them have gone futther than their American 
counterparts in formulating their views of the postwar social-eco­
nomic order. 

1. PROGRAMS OP INDUSTRIAI.ISTS AND TRADERS . . . l 

Early in 1942, the Board of Trade requested the principal employers• 
and commercial organizations of England to submit their ideas and­
proposals on postwar economic policy. In response, reports were 
submitted, during May and June 1942, by the four principal em­
ployers" associations-namely, the Federation of British Industries, 
the Association of British Chambers of Commerce, the London 
Chamber of Commer~e, and the British Employers· Federation (or 
National Union of Manufacturers). As these Jour associations rep-· 
resent in a broad way British business and industry, their reports ·may 
be regarded as more or less official statements of the position of 
British industrialists and businessmen. 

Agreement on all points among British manufacturers and mer­
chants could hardly be expected. There are important differences of 
opinion which spring from differences in the economic position of . 
the several industries, e.g., their dependence on export and domestic 
markets, their degree of concentration, relations to financial institu­
tions, and other factors. 

The Federation of British Industries is composed of over 180 trade 
associations covering most of the industries ofGreat Britain. Some of 
the largest plants and corporations are affiliated with the Federation, 
but it also has a· number of the small and medium-sized plants still 
prevalent in British industry. The Federation has for years been in­
strumental in helping to regulate competitive practices among its 
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members in ord~ to maintain "'reasonable'' trade practices and prof­
itable margins.1 

The Association of British Chambers of Commerce, which repre­
sents over a hundred local chambers of commerce, speaks largely 
for the distributive trades and for the small businessmen, including 
the manufacturers who are also the merchants for their own goods. 
In view of the importance of export trade in the British economy, 
the chambers of commerce have a large sprinkling of brokers, agents 
and commission men whose primary interest is in marketing at home 
and abroad. Because of its composition, the Association is more con­
cerned with problems of ''fair competition" and of opportunities in 
the field of domestic and foreign trade.t 

The London Chamber of Commerce, formed in 1881, is the single 
largest organization ofits kind in England. It has a membership of 
9,000 firms and companies; 39 industrial and commercial associations 
with an approximate membership of 50,000 are affiliated with it and 
are represented on its council.• Even more than other chambers of 
commerce, it deals with matters of economic policy from the point 
of view of the merchant and broker. 

The British Employers' Federation is concerned with employment 
and labor problems. Its membership consists of employers' associa­
tions whose. aim is to establish a unified policy among employers 
in their respective industries with regard to wages, hours and working 
conditions. Its' composition o.Verlaps in some measure that of the 
Federation of British Industries, but the functions of the two federa­
tions are distinct. • 

Though differing on many points, the declarations of these four 
employers' associations show. a degree of agreement which is in itself 

1. Trade associations have had a long historr in Great Britain. Before the fresent war, 
practically every industry had set up its own nauonal trade association. Some o these trade 
associations arc well known even outside of England and have played an important part in 
shaping the destinies of their respective industries. Such are, for instance, the Cotton Sptnnen' 
ana Manufacturers' Association. Some trade associations are concerned solely with inter· 
change of information and supply their members with statistical data, credit information, 
and with the results of techmca.I research. Many, if not most, trade associations are active 
in regulating prices and output and in allocating markets with the avowed object of 
promoting "remunerative prices, steady trade and a reduction of overlappin$ and waste." 
In this respect, they are somewhat analogous to German cartels and to Amencan "trusts.'" 
British Jaw does not specifically prohibit such activities "in restraint of trade" if carried on 
by legal means. The trade associations, as a rule, do not deal with labor relations. 

2. The first chambers of commerce were formed in England towards the end of the 18th 
century. The Association of British Chambers of Commerce was organized in 1860 and has 

· steadily gained in membershil'· 
3. In 1928, its membership tncluded 3,264 merchants, 376 brokers and agents, 2,906 manu· 

Jacturers, 214 bankers, 170 tnsurance men, 144 persons engaged in the transport business. 
4. There are about 2,500 employers' associations in Great Britain. . 
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significant. Both the points of agreement and disagreement may best 
be brought out by examining the statements of the associations on the 
main problems in which they .are interested. These are: industrial 
organization and government control, public works and employ~ 
ment, and international economic relations. 6 . · 

1 

a. INDUSTRIAL SELF-GOVERNMENT AND GOVERNMENT CONTROLS 

All (our employers' organizations are agreed that some govern~ent 
control over industry will be necessary in· the immediate postwar 
period. The government will have to supervise and guide the reloca-. 
tion of industries, will have to aid industry in obtaining the financial 
resources needed for reconversion to a peacetime basis, and to main­
tain a relationship between prices and purchasing power conducive 
to business stability. · ' 

But even beyond the immediate postwar years, British businessmen 
see the need of a new and closer relationship between business· and 
government. All four associations declare strongly and unequivocally 
in favor of private enterprise and private initiative and emphasize the· 
danger ·of too much "bureaucratic influence .. '' A system of private 
enterprise, in their opinion, provides "a greater .motive power to 
secure progress and prosperity in industry and commerce than any 
other form of industrial direction.'' But they feel that the traditional 
forms of private enterprise are no longer effective, that ''we are on. 
the threshold of a new world and the theorie~ an,d practices of the past 
cannot be taken for granted in the future.'' 

The proposals for industrial reorganization differ in detail but all 
featlll:"e what is referred to as economic or industrial "planning." 
The Federation of British Industries is the least specific on the subject. 
It emphasizes its adherence to "voluntary association'; and its belief 
that the ''organization of industry should be decided by the industri­
alists, always subject to the underlying principles that it must be in 
the national interest.'' Its most concrete suggestion is that ''each in­
dustry or~ where necessary, section of industry, should possess a trade 
association with clearly defined functions to suit its needs, and so 

5. The exposition here is based on the following documents: Report of the Special Commillee 
on Post-War Industrial Reconstruction adopted by the Executive Council of the Association of 
Chambers of Commerce on May 6, 1942; Report of the London Chamber of Commerce on General 
Principles of 11 Post-War Economy, adopted on May 12, 1942; Reconstruction: Report by the Federa­
tion of British Industries, adopted by the Grand Council of the Federation on April 15, 1942. 
These reports are reprinted in the Bulletin of the Commission to Study the Organi~ation of Peace, 
New York, December 1942. . . 
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organized as to J:>e capable of their efficient performance." The goal 
involves a system of ""industrial self-government" through trade 
associations having public recognition and status. 

The Association of British Chambers of Commerce makes the most 
far-reaching proposal. The report of the Association says: ""Each 
industry should be responsible for the planning of its own policy, 
and, to insure that the policy of each industry fits into the postwar 
scheme of reconstruction as.a whole, it should be agreed by a council 
consisting of representatives of industry, commerce and labor, to be 
approved by the Board of Trade and to be known as the Council of 
Industry." The council would insure co-operation between the gov­
ernment and private enterprise and enable the government, with the 
approval of Parliament, to give general directions on industrial 
policy.• 

b. PUBLIC WORKS AND THE MAINTENANCE OP PURCHASING POWER. 

By reOrganizing on a new basis, it is hoped British industry may 
serve more effectively its main object: to provide the 46 million people 
in the British Isles with ··a maximum means of employment and with 
subsistence at as high a degree as the community can achieve." 
British industri;llists seem agreed that ··owing to the development of 
modem technique, the age-old problem of producing enough to go 
around has been largely solved.'" 

The problem is to reorganize the process of distribution so as to 
rdease to the full all productive energies. As the London Chamber 
of Commerce puts it: "The system of distributing purchasing power 
was evolved during an age of scarcity when there were not enough 
goods to go around. This system aimed, therefore, at insuring maxi­
mum production with minimum consumption." It is no longer work­
able. "Mass production implies mass consumption," and that implies 

6. Some individual employers, especially in the newer industries, would go much further. 
Thus, Mr. Samud Courtauld, in a pamphlet entitled Go1Jtrnmtni1Jnti Industry, published in 
1942, with a foreword by Lord Keynes, speaks of the growing sense among industrialists of 
""the inevitability of change" which they accc:r.t without bitterness. Mr. Courtauld finds that 
the industrialists of England arc: developing a 'truer patriotic fervor·· and a ··real fellow feel­
ing with the lower ranks in industry:• He is ready to accept government control of industry, 
and government planning, on condition that employers and businessmen continue to manage 
industry through their own associations without interference from outside. 

On the other hand, some liberals condemn the new interest of business ill "self-govern­
ment."' Thus, Th1 Economin finds the reports of the employers associations paradoxical and 
depressing. "'On the one hand, these documents make a notable plea for frc:c:aom and expan­
sion. On the other hand, they paint a picture of national and industrial autarchy and of self­
rule by vested interests. They ask for a brave new world, and they advise the retention of a 
corporative and monopolisnc system." Tht Economist, June 6, 1942, p. 781. 
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a better mechanism for providing purchasing power for consumers 
to buy the potential output of industry. 

None of the association~ indicates specifically how this "new mech­
anism .. is to be created and what policies with regard to prices, 
wages, or social services it implies-. In general terms, however, refer­
ence is made to the need for balanced production, price stability, and 
higher consumption standards. It is also assumed that the physical 
reconstruction of the country, the housing program, and the enlarged 
social services will provide a basis for employmenJ and mass purchas­
ing power. The Federation 'of British Industries is less optimistic than. 
the Chambers of Commerce. It believes that there may be a shorta~e 
of productive capacity after the war and a need, therefore, to ration 
many commodities. On the other hand, the Association of British 
Chambers of Commerce stresses the danger of monopolies and the 
necessity of preventing their growth in the future. 

Despite their emphasis on private enterprise, the employers' associ­
ations agree that maximum production and high consumption may 
need the help and stimulation of government. According to there­
port of the Federation of British Industries, the government .. will 
have to consider the need of expenditure upon public works in the 
national interest .. in order to provide an outlet for the capital goods 
industries after the immediate postwar activity begins to slacken and 
••before the ~orld has really got going again~·· The Association of 
Chambers of Commerce advocates, in addition to .. easy credit,'" also 
a .. reservoir of public works .. for the absorption of unemployment, 
should the need arise. The London Chamber of Commerce declares 
that the unemployment problem cannot be solved by increasing ex­
ports, and that it would be better to meet the same problem by dis­
tributing goods to the underfed and ill-housed population of England. 

C. A DIRECTED INTERNATIONAL TRADING SYSTEM 

The statements of the British employers' and commercial associa­
tions reflect the fact that the British business community is no longer 
wedded to free trade doctrines of the past and that its chief aim is to 
find methods, in accordance with its new faith in government guid­
ance, which will make possible an increase in British exports. 7 

7. The change in British public opinion on this subject may be gauged by the position of 
even such exponents of liberalism as Thl EcD1lomist. In its issue of February 28, 1942, Th1 
Economist sums up the effects of ten years of British pt'Otectionism unfavorably, but concludes 
that a return to free trade is out of the question. The following extracts from the article 
are o~ interest in this connection: "The traceable direct effects of the Import Duties Act h~ve 
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In considering the postwar trade policy, British businessmen pro­
ceed from assumptions on which there is general agreement. The most 
important of these is that as a result of the war Great Britain will 
have lost a very large portion of her overseas investments• and that 
her ability to balance her payments will be seriously affected. As 
early as the 1930's, the annual gap between the "visible'' (merchan­
dise) imports and exports of Great Britain rose to over £400 million. 
This gap was filled by income from ··invisible" items such as pay­
ments for shipping and other services and by income from overseas 
investments. These "'invisible" items were large, but not large 
enough, and Great Britain had to make up the difference by the sale 
of some £50 million of foreign investments a year. As British income 
from shipping and other services after the war is expected to decrease 
further and as the further sale of assets may be difficult, Great Britain 
faces the problem of finding other ways to fill the gap between com­
modity imports and exports. 

The second assumption is that Great Britain cannot solve her prob­
lem by reducing imports. From 40 to 50 per cent of British imports 
consist of foodstuffs and another 25-30 per cent are industrial raw 
materials. A reduction in imports would mean a lowering of living 
standards and a reduction in capac.ity to expand industry. • The con­
clusion drawn is that England must expand her merchandise exports 
after the war .1 o 

thus beeo small. But the indirect consequences have been more import•nt •••• The Im_port 
Duties Act was the first of a string of British acts which destroyed that possibility Lof a 
gradual lifting of world trade barriers] •••• The verdict on the Import Duties Act after its 
first decade must, then, be that it has done little good and substantial, if indirect, harm. 
Th1 Jay1 /Ja111 t,o111 wh111 11 "'""' tfl tlncon~Yollltl 1Y11dt '11n 61 s,iotuly 11tl11ac111eJ-[italics mine]-at 
least without a long period of adjustment and preparation. But the past ten years ••• should 
have shown that the control of trade and the protection of industry can onlr be permitted 
if the most daborate precautions are taken to P!'Otect the public interest.' According to 
Th1 Eronomist, controlled trade must be accompanied by antitrust legislation to enforce compe· 

, tition and prevent restriction. · 
8. The extent of this loss is exaggerated by some. The most authoritative estimate, made 

by Lord Kindersley, president of the National Savings Committee, is that by November 
1942, Great Britain's Iorcign investments had been reduced by one billion pounds sterling. 
That would still leave the total foreign investments of Great Britain at £2,b00 million. Sec 
Thl New Ywl Timu, November 30, 1942, p. 31. ' 

9. The total of retained imports of the United Kingdom was over £1,111,000,000 in 1929; 
£625,935,000 in 1933; and £952,690,000 in 1937; it amounted to £919,508,000 in 1938. While 
the value of food imEorts declined from £512 million to £327 million between 1927 and 1933, 
the volume importeo was more steady, owing to the tan in agricultural prices after 1929. 
The imports oi raw materials have fluctuated much more than foods both in value and 
volume. 

10. Io 1929, exports of United Kingdom merchandise amounted to over £729,349,000; 
they fell to £365,024,000 in 1932 and rose again to £521,391,000 in 1937. In 1938, total exports 
were valued at £470,755,000. By 1940, they had fallen to about £400 million. To attain again 
the levd of 1929, British exports must thus be almost doubled, and to reach the levd of 1937, 
they must be increased by about 50 per cent. 
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In the third place it is agreed that wartime industrial developments 
will create a new situation in world markets which is not altogether 
favorable for British foreign trade. Heavy industry has been expanded 
in Canada, Australia, India, Brazil and elsewhere, and these countries 
will seek markets for their manufactured goods. Great Britain may 
have to face a loss of some markets. Some sections of the business 
community believe, however, that the defeat of Germany will open 
up larger trade opportunities for British goods in many countries.11 

Fourth, it is generally agreed that the formerly important 
British export industries such as cotton cloth, coal, and machinery 
can no longer rely on the initial advantag~s which gave them a,domi­
nant place in world markets in the past. Some of these industries will 
have no chance to recover their markets, others can do so only by 
developing new and more specialized products. A larger portion of 
British exports must be supplied by the newer industries such as motor 
cars, aircraft, chemicals, and rayon, in which skill and ingenuity and 
inventiveness play a large part. 

The British employers' associations draw the conclusion that the 
postwar international trading system must be organized on :i. new 
basis. It must be .a directed system in the sense that the exporters 
themselves must be organized to carry on trade· co-operatively and 
that they must have the aid and guidance of the government. 

The Federation of the British Industries ·wants to develop and'· 
strengthen th~ export groups which have developed during the war. 12 

It would also ''direct'' imports, so that Great Britain would import 
from overseas countries only essential commodities for which those 
countries are prepared to accept payment in British goods and serv- · 
ices. To accomplish this the Association of Chambers of Commerce 
favors the establishment of an export and import council to work in 
co-operation with the council of industry. 

The details of this directed system of international trade are not 
stated but some of its general features are clear. It is not to be a mere 
replica of pre-1939 protectionism. It will have to use to some extent 
some of the well-known pre-1939 methods such as exchange control, 
imperial preference, and bilateral trade agreements. Exchap.ge con­
trols will be particularly necessary in the immediate period after the 
war in view of Britain's expected difficult exchange position and of a 

11. See, for instance, Trade Journal, April 1942, pp. 101-102. 
12. Some 300 export groups have been set up in England for the consideration and regula­

tion of export trade in the different industries. These groups are expected to give information 
and advice to individual exporters on markets, methods of sale, credit facilities, etc. 
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shonage of dollar exchange in the entire "sterling area."' 11 But the 
new features will be the organized effort and the ··economic plan· 
ning .. by which export trade will be interwoven with efforts to raise 
standards of livi~g at hotne and abroad and to increase world pur· 
chasing power as a means of creating mass markets for the products of 
British indus try. 

The more specific recommendations of the Association of Chambers 
of<:qmmerce are as follows: (1) international agreements should be 
entered into to prevent illegitimate speculation in foodstuffs and raw 
materials such as wheat, cotton, rubber, metals; (2) exchange stabili· 
zation should be effected; (3) international production and marketing 
agreements should be negotiated. Such agreements should be used to 
establish a better balance between the purchasing power of countries 
producing raw materials and those producing manufactured goods­
a point which all employers· associations stress. 

It is generally acknowledged that the United Kingdom after the 
war will be dependent to a large degree upon the commercial and 
financial policy of the United States. Some, e.g., the Federation of 
British Industries, are somewhat apprehensive of what this may mean 
in practice. But two policies to stabilize postwar world trade are 
suggested. One is to form larger economic units of agreement, specifi· 
~ally to link the trade of Great Britain with that of Soviet Russia, 
China and the United States. Another is to apply in some form the 
principle of lend-lease so as to supply,free of charge, goods and serv· 
ices which would help to reconstruct the devastated areas and to 
develop the newer countries. This would create a stimulus for eco· 
nomic activity in the a~vanced industrial countries including Great 
Britain. _ 

d. A NATIONAL POLICY FOR INDUSTRY 

Though the reports of the )3ritish industrial and commercial associ­
ations represent a marked depanure from the past, a number of employ-

13. The ''sterlins area'" includes the United Kingdom, the Dominions (except Canada 
and Newfoundland), the British colonies and those countries which tie their currencies to 
the pound sterling. The demand for dollars will be high because these countries will require 
American foodstuffs, raw materials and finished products for reconstruction. The supply of 
dollars will be relatively less because these countries will not be prepared to export goods 
quickly, because their shi~ping and other services will be less neecfed, and because they will 
be unable to liquidate capttal assets in the United States. The United Kingdom, and especi· 
.Uy the Union of South Africa, may be able to obtain dollars on a large scale by the sale of 
gold in the United States, and South Mrican gold production is expected to be on a high level 
at the end of the war. To safeguard the British currency and the position of the pound sterling 
in general. Great Britain may have recourse to loans in the United States and to Lend· Lease, 
bur: in any case some control of the exchanges will be needed. 
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ers and· businessmen in England find them inadequate to meet· condi­
tions and problems after the war .. In November i942, some 120 suc_!l. 
industrialists issued a statement of their· own "as to the place which 
industry should occupy in the framework bf society." It ,goes much 
further than the reports of the four employers' organizations in its 
recommendations for a reor~anization of the British industrial struc~ 
ture. 14 

The statement lauds the past achievements of British manllfactu.r-. 
ing industry under a system of private enterprise and urges its con tin-. 
uance. But it finds that the structure of industry must change with 
new technical and economic conditions. If industry is to perform its 
functions of giving the British people employment and a high stand­
ard of living after the war, it must r~cognize its new position and 
assume new attitudes on all essential questions of industrial organiza­
tion and policy: , 

To begin with, the 120 industrialists want new relations with the 
workers and the trade unions. They desire to see ~'the authority of 
the trade unions strengthened within their own ranks" and closer 
collaboration between them and management. The trade unions 
should co-operate with management in examining problems affecting 
industry in relation to the community as a whole. They ,should be 
supplemented by works councils and production committees which­
would be advisory in character and aid in maintaining plant efficiency 
and industrial morale. 

The 120 industrialists want also to establish a "code of duty" 
towards their workers which would help J.n maintaining a decent 
standard of living. Specifically, they_ advocate a "basic minimum 
wage,'' reasonable working hours, unemployment insurance, provi­
sion of work to the unemployed by the state through public works 
and through financial subsidies to private industry, national health 
insurance, family allowances, J;1.0fidays with pay, old...:age pensions 
by private firms and by the state. Adequate housing should be pro:­
vided as a form of public works, bu·t it is "the ultimate duty of Indus-. 
try" to house its employees on reasonable terms. All these social 
provisions for the workers are to be a first charge on industry. 

With regard to the. consumers, industry, according to the 120 .in­
dustrialists, is to provide goods of good quality at reasonable prices. 
Industry is to maintain contacts with "bodies representative of the 

14. "A National Policy for Industry," reprinted in the Bulletin of the Commission to Study th~ 
Organization of Peace, December 1942. 
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consuming public" or' any sections of it in order to know what con­
sumers think and how their wants can be more fully met~. 

To achieve these aims, the 120 industrialists find that industry must, 
be organizea and have powers to carry out policies collectively agreed 
upon .. Their proposal is that ••the relations between firms, between 

· diffe~ent industries and .between industry as a whole and government 
should be more fully and comprehensively organized in some form of 
permanent association:· That is necessary to avoid .. wasteful and 
uneconomic" competition and to enforce decisions. 
· The proposed scheme is to divide industry into sections and groups 
and to set up sectional associations and subassociations to secure the 
co-operation of all.producers in their respective sections. Sectional 
associations w;ould be coml:>ined in larger industrial and export 
groups. Finally, there would be established a central council of in-· 
dustry, representative of the whole of industry. The central council 
would be elected 'at fixed intervals by the councils of the sectional and 
industrial associations. It would deal with questions--of a general 
industrial and national character, conduct negotiations with the 
Trades Union Congress, and would further. the expansion of foreign 
trade. · 

The scheme outlined in this ··National Policy for. Industry'' has 
been criticized as a proposal to organize British industry on a ··corpor­
ative" and monopolistic basis. It is pointed out by its critics that the 
120 industrialists sponsoring the ··National Policy'' include represen~ 
tati~es of the large business and manufacturing firms in England such 
as Unil~ver, Vickers, Imperial Chemicals and otliers. The small ~nd . 
medium-sized employers fear that the proposed scheme would either 
destroy their businesses or make them completely dependent on ··big 
business." The advocates of the .. National Policy," however, deny 

··that such are the intentions or likely consequences of their proposal 
and describe it as .. a reasonable middle way" between socialism and· 

· laissez faire. 

2. LABOR. .AND A ··pLANNED DEMOCRACY .. 

· ·Like the British employers, ·the workers of England have· been . 
stimulated by the war to restate their general economic and social 
aims and to reformulate them in ternis of policies for the postw.ar 
reriod. British labor is far more unified than the employers. Its eco-

\}lomic organizations are the craft and industrial unions combined .. 
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nationally in the Trades Union Congress. Politically, the labor unions 
are represented by the British Labour Party. 

The labor unions have grown greatly in numbers and influence as a 
result of the war. At the end of 1941, the total members:P.ip of the 
trade unions in Great Britain and Northern Ireland was .7,090,000. 
This was an increase of 860,000 as compared with the end of 1939. 
Since then membership has increased steadily, and is now about 8 
million-the peak figure which the unions reached once before, 
namely in 1920. 15 

The war has also changed in several ways the composition of..the 
unions tending to affect their outlook. The increase in membership 
has come largely from the ranks of new entrants into industry-un: 
skilled and semiskilled workers and women. The largest increases"in 
membership have occurred in such unions as the Amalgamated En­
gineering Union which are industrial in structure and radical in 
character. The number of women members in the trade unions has 
passed the million mark, and is rapidly increasing. u 

The Trades Union Congress is more concerned with industrial 
problems and economic policies than with general principles of social 
and economic organization. Its tendency is to hew to lines of immedi­
ate action rather than to deal with long-range ideals. Also, the 
methods of representation at the annual meetings of the Congress 
are such as to give a larger share in the making of policies to unions 
of more moderate views. 17 

These facts are reflected in the proposals for postwar reconstruction 
which have been formulated by the Trades Union Congress. They. 
deal with social security, education, relations with management, ancl 
similar issues. The reports submitted to and approved by the Trades 

·Union Congress held at Blackpool in September 1942, and the resolu­
tions passed by this Congress, are the most recent expressions of the 
labor unions on these subjects. 

The social insurance program of the Congress demands an extension 
15. Th~ Economist, January 9, 1943, pp. 41-42. 
16. In recognition of this fact, the Trades Union Congress at its annual meeting held in . 

Blackpool in September 1942, elected Miss Anne Loughlin as its president for 1942-1943. ' 
Sec ]"he Economist, September 19, 1942. · , . 

17. In 1941, there were in Great Britain over 900 separate labor unions. Of these 14 had 
a membership of over 100,000 each while 661 unions had a membcrship of less than 1,000' 
each. At the Black pool Congress some 230 unions which were represented had 1,000 members 
or less each. While representation is in proportion to membershxp, i-t does not allow fully for 
the differences in the size and strength of the constituent unions. Thus, the Amalgamated 
Engineering Union with 600 thousand members elects one representative, while the several 
general workers' unions with about twice the number of members elect 6 delegates. 
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of the coverage of the existing system, the removal of the National 
Hol.th Insurance business from commercial interests, and the intro­
duction of survivors· benefits. The Congress also approved the 
principle of family allowances on a noncontributory basis. This pro­
gram anticipated the Beveridge proposals from which it differs only 
in detail. The Congress, for instance, recommended a flat rate of 
benefits beginnjng with £2 per week plus dependents· allowances. 11 

Of the other resolutions adopted by the Blackpool Congress the 
most significant are those which deal with labor's part in produc­
tion. These resolutions stem from the unions which have been most 
directly concerned in war production-engineers, miners, railway 
workers and electricians. The resolutions passed by the Trades Union 
Congress call for: increased participation of labor in management; 
compulsory joint production committees with representatives of 
technical staffs; and the establishment of a Central Planning Board 
to co-ordinate scientific and technical research. 

The Congress has outlined a large program for the reorganization of 
the educational system of England with special reference to it~ effects 
on the workers.11 The program demands that the school-leaving age 
be raised to over fifteen and that a definite date be set for raising it 
over sixteen. It calls for maintenance allowances to children in second­
ary schools. It advocates day continuation schools for .the sixteen 
to eighteen age group, vocational training and a ••youth service" 
for young people who have reached the age of eighteen. It demands 
larger general and technical educational facilities for adults through 
evening institutes. It demands the extension of the scholarship system 
• 
to be supported by the state so as to open wider .. the avenue to the 
Universities." It outlines the methods by which these educational 
reforms could be financed. 

The Trades Union Congress is affiliated with the International Fed­
eration of Trade Unions, 20 but has recently established closer relations 

18. RJprm of t!JI Pr«etJings t1llh1 74th Ann•t~l Trt~Jes Union Ctmuus, heiJ 111 Bl«kpool Septemh, 
7th tolltb, J94Z. Published by the: Authority of the Congress and the General Councif, Lon­
don, PI!· 39-40. 

19. T.U.C. Mlmwt~nJ•m on EJ~~ttJiion Afr,th• W•, Approved by Congress, September 1942, 
published by the Trades Union Congress, ~ondon. 

20. The International Federation of Trade Unions traces its beginnings back to- 1900, but 
was reor$anizc:d after the First World Warin 1919. Its membership is composed of the: central 
trade umon organizations of different countries and of the so-called fntc:rnational Trade: 
S~crc:tariats, e.g .•. the lnternati?Dal Miners' Fcd~ration. Since 1939, the ~nter_natio~al Fcdera­
uon of Trade Umons hu had 1ts headquarters 1n London and has dertvc:d tts chief support 
from the British trade unions and from the American Federation of Labor. Its function 1s to 
unite labor organizations in different countries as much as possible on questions of intcrna· 
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with the Russian trade unions. In matters of international economic 
policy it stresses particularly the improvement of labor standards in 
all countries in accordance with the principles and practices of the 
International Labour Organization. · 

The larger aspects of the postwar program of British labor are dealt· 
with by the British Labour Party. Early in 1942, the National Execu.:.. 
tive Committee of the Labour Party prepared a report on the War and 
Peace Problems of Reconstruction which was circulated for discussion 
by its ·affiliated local and regional organizations. This report was· 
approved by the Annual Conference of the Party, held in London, 
May 25, 1942, and so became the official program of the Earty. 21 , 

The reconstruction program of the British Labour Party is an appli-· 
cation of the principles of a moderate socialism to postwar problems. 
It is rather general in character. The Labour Party declares that there 
must be no return after the war to the unplanned competitive world 
of the 1919-1938 years, in which "a privileged few were maintained 
at the expense of the common good." The Labour Party wants a 
replacement of the old competitive society by a "planned democracy" 
in which production will be planned for community use, the workers 
will be given .. the opportunity to develop their capacities, and to 
share in the making of the rules under which they work. • • 

To promote such a reorganization of society, and ••to avoid the 
scramble for profits" which followed the First World War, the Labour 
Party demands that the main wartime controls in industry and agri­
culture be maintained after the present war. ·It asks that plans be 
prepared now to transfer workers from war to peace industries, to. 
extend the social services, to retire older workers on the basis of 
adequate pensions, and to raise the school-leaving age to fifteen 
immediately after the war and to sixteen within three years thereafter. 

Influential leaders of the Labour Party stress the necessity of gradual~ 
procedure in reorganizing the economic life of the country. They also 
point out that s~ial control over industry may take manYJ!!fferent 
fotJD..J. rhat-priv nter nse 1n many mdusfr!es lias .. a lot ofvalue," 
and that even the monopolistic m Usir1esmay be controlled through 

clonal economic and social policy. It works in close co-operation with the International 
Labour Organization with headquarters in Geneva, Switzerland, but which since 1940 has 

. been located in Montreal, Canada. For the history of the International Federation of Trade 
Unions see Lewis L. Lorwin, Labor anJ lnternllfionalism, Brookings Institution, Washington, 
1929. . 

21. The 0/J Wor/J anJ the New Society, The Labour Party, London, 1942. Reprinted in the 
United States in a pamphlet of the League for Industrial Democracy under the title, British 
Labor on Reconstruction in W m- anJ Peace, New York, January 1943. ·,' 
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various agencies ""from a public corporation to some: form of manage­
ment under a board of directors with a nationally nominated chair­
man."11 

.. The international program of the Labour Party favors an associa­
tion of nations, disarmament, and co-operation between Great Britain, 
the United States and. the Soviet Union. One of the points in its intc:r­
·national program is of particular interest. It calls for the .. rapid 
socialization in each country of the main instruments of production, 
with their co-ordinated planning for common ends,'' as a means to 
maintain world peace. ;No indication is given, however, of what is 
meant by ••rapid" either in rc:lation to each country's pace of dc:vc:lop­
mentor relatively to the progress of socialization in England itsc:lf. 

3. PosTWAR SoaAL .AtMs OP TBB CnuRCBES 

Among the many voices for a new postwar Britain, perhaps the 
most striking is the new and .vigorous preaching in the Church of 
England and other churches of Great Britain which would involve 
:Profound economic and social changes. Small groups in the churches 
have for many years been intere~ted in improving industrial condi­
tions and in "'social betterment. " 21 It has\ only been since the outbreak 
of the present war that their highest spokesmen and large numbers of 
their following have attempted to view the economic situation as a 
whole and to present what may be regarded as an integrated program 
of reconstruction. 

Early in January 1941, the Archbishop of York called a conference 
of members of the Church of England at Malvern, under the auspices 
of the· Industrial Christian Fellowship, which adopted a series of 
resolutions on the meaning of the present war and on the principles 
o£ the "order of society" to be followed after the war. · 

These are generally referred to as • 'The Malvern Report.' •u Some of 
, the proposals of the Malvern Conference dealt with somewhat techni-

22. Herbert Morrison, Fwst Thingt Firtt, Speech given ac Swindon, England, December 
20, 1942. . 

23. As far back as 1908, che Lambeth Conference, or$anized by bishops oJ the Church 
of England, endorsed the social views of Carlyle, Ruskin, and of other social reformers. 
Some yeaq later a Church Socialise League was organized but ic ceased co exisc in 1923. 
The Industrial Christian Fellowship has had che longest history, goin$ back to 1920, hue 
until the present war it was almost entirely concerned with promoong "cooperation in 
service for the common good'' as a principle of industrial relations to take the place of 
''unrestrained com,Petition." 

24. The Archb1shop of York's Conference, Malvern, n, Lift of tht Churrh and th1 O,Jn. of 
SD&ittJ. published by the Industrial Christian Fellowship, London, 1941. 
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cal economic questions such as the profit motiv~, unemployment, the 
monetary system, and the trade balance. For the study of these, a 
committee containing economists, industrialists, and representatives 
of labor was set up. In January 1942, this committee submitted are­
port in harmony with the general principles of the Malvern Confer­
ence which has since been added as part of the general ''Malvern 
Report." 25 

At the same time efforts were made to unite all the Protestant 
churches of Great Britain on a common platform of social principles. 
In January'1941, the Commission of the Churches for'International. 
Friendship and Social Responsibility, which consists of ·delegates 
officially appointed by the Protestant churches of Great Britain, 
issued a report entitled Social Justice and Economic Reconstruction. It 
outlined proposals for a radically transformed postwar social order. 28 

In September 1942, a new British Council of Churches was set up 
which included all the main churches of Great Britain, with the 
exception of the Roman Catholic Church. The Council, of which the: 
Archbishop of Canterbury is president~ held its first public meeting 
in London on September 23-24, 1942, at which the social aims of the 
churches were restated by the Archbishop of Canterbury and by digni-
taries of the several churches. ' 

The public has been particularly aroused by the stirring statements 
of Dr. William Temple, Archbishop of Canterbury. He relegates the 
profit motive to a second place. in economic life after that of the 
general interest, and supports such far-reaching proposals as the 
nationalization of land and government control of credit. In so doing,' 
however, he voices the conclusions approved by the large body" of 
church membe:s as formulated it1 the Malvern Report and other 
documents. 

These conclusions rest on assumptions similar in their social aspects 
to those on which the programs of labor and other social groups are 
based, although they are woven into general Christian doctrine. The 
present war is regarded as ''one symptom of a widespread disease and 
maladjustment resulting from loss of conviction ~oncerning the re..: 
ality and character of God, and the true nature and destiny of man.··­
The Christian doctrine of man,· it is stated, supplies the only sur~ 

25. Malvern anJ After, "R#port of the Commillee of InJustrialisll ~nJ Economists with Theologians, 
Introduction by the Archbishop of York, London, January 1942. 

26. International Labour "R#view, November 29, 1941, pp. 536-537. · 
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foundation of freedom and of justice, and this in our own time in~ 
valves ~·such an adjustment of machine production as to secure that 
the use and $ervice of machinery may be a true vocation." 

The Church,,it is claimed, has a special duty to give its testimony 
on social and economic matters. \Vhile personal religion has ''crucial 
significance,"' the social problem cannot be solved by trying to change 
the individual, but calls for specific changes in collective action and 

· organization. n True, the church as such can never commit itself to 
any PFoposed change in the structure of society as being a self-suffi­
cient means of s~lvation. It can, however, point to those features of 
our existing society which can never prevent individual men and 
women from becoming Christian, but which are contrary to divine 
justice, and act as stumbling blocks, making it harder for men to live 
Christian lives. ' 

Among the stumbling blocks to a Christian life, according to the 
Malvern Report, are ''the supremacy of the economic motive," the use 
of property rights for exclusive personal interests, the "acquisitive 
temp~" which tends to recklessness in the treatment of natural re­
sources, the carrying on of production for profits rather than for the 
satisfaction of the consumer, the lack of recognition of the rights of 
labor as being "in principle equal to those of capital in the control of 
industry,'' and "the struggle for ~ so-called favorable balance" in 
international trade. ' 

The recommendations of the churQl.es center around what may be 
called the Charter for the Individual, the Charter for Industry and 
the Charter for World Economy. Every individual should have the 
opportunity of a decent home, a healthy childhood, and education 
suited to his abiliti.es, a secure position in industry for which he is 
fitted, regular employment which would assure his standard of life, 
and an effective share in determining the policy of his industry. In­
dustry should be protected against unfair competition, should be 
enabled to maintain fair prices and fair labor conditions, and should 
have access to the nation's credit. All nations should have access to 
raw materials, should be safeguarded against economic exploitation, 
and should co-operate in the development of the world's resources. 

27. The following declaration approved by the Malvern Conference may be quoted in 
full: "It is not enough to say that if we change the individual we will of necessity change the 
social order. This is a haU truth. For the social order is n9t entirely made up of individuals 
now living. It is made up of inherited attitudes which have come down from generation to 
generation, through customs, laws, institutions, and these exist in large measure independ­
endy of individuals now living. Change those individuals and you do not necessarily cliange 
the social order unless you organize those changed individuals into collective action in a 
vide-scale frontal attack upon those corporate evils.'' 
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The churches favor the housing, rebuilding and land policies rec­
ommended by the Uthwatt and Scott committees. They support the 
social security proposals of the Beveridge Report. They would raise 
the school-leaving age to sixteen and would expand the large educa­
tional opportunities for adults. They are in favor of a tax on the value 
of sites to discourage speculation,in land, and they would establish· 
governm~t control over "the issue and cancellation of money or 
credit used as money" in order to make money ••functional to man in 
his economic activity:· 

As may be seen by a comparison with the other British programs 
examined above, the proposals of the churches suppC>rt some of the 
m9st important demands of the labor group and of official-govern­
ment committees. They reinforce the movement to do away with the 
excessive features of competitive enterprise and with extreme ine­
quality in wealth and possessions. 

The Roman Catholic Church in England has not made as far-reach­
ing statements on postwar issues as have the Protestant churches. 
The general principles of peace were formulated by Pope Pius XII in 
his ··Five Peace Points." The general social principles were 'formu­
lated nearly half a century ago by Pope Leo XIll in his Encyclical, 
Rerum Novarum. 

A concrete application of these principles to present-day conditions 
in England was made in a pastoral letter, prepared by the Archbishops 
of Westminster, Liverpool, Birmingham, and Cardiff which was read 
in all Roman Catholic Churches in England and Wales in June 
194:2. It enumerates the ··minimum conditions of a Christian way of 
life." · 

1. Workers should get a living wage based on sufficiency for comfort and 
for saving. 

2. ThiS should be the first charge on industry. 
3. Determining factors would be an agreed standard of work, the capacity 

of industry to pay, and an agreed minimum for an average family. 
4. When the employer could not pay the minimum, the difference should 

be made up by a share out of a wage percentage pool or by the state. " 
5. The wife should not have to work to insure a minimum living income. 
6. No one should have to sleep in a living room; there should be satisfac .. 

tory sanitation and a bathroom for each family; slums should be abolished. 
7. The enormous inequality in the distribution of wealth and control of 

the lives of the masses by a comparatively few rich people is contrary to social 
justice.28 . 

28. Tht Ne111 Ywl Titms, June 22, 1942. 



120 POSTWAR. PLANS OP THB UNlTED NATIONS 
' 

4. TnB PoLITICAL P A:a.nEs AND PosTW A:a. PoLicY 

The political complexion of England at the end of the war and the 
political party which is elected to power will determine how much 
planning will be done in Great Britain after the war, which of the 
government committee proposals for physical reconstruction and 
social security will be put into effect, and what part the programs 
of the several social-economic groups may play in shaping public 
policies. The end of hostilities in Europe will mean an end to the 
present electoral and political truce; out of the new general elections 
to Parliament ~ill emerge the first postwar British government. 

The plans and proposals of all the British groups are now influenc­
ing the principal issues of that postwar campaign. All the political par­
ties realize it, and have been working out their policies accordingly. 
Not only the three principal parties of England-the Conseryative 
Party, the Laboitt Party, and the Liberal Party-but some of the 
smaller political gtoups2 • have made declarations on general and special 
problems of postwar policy within the past year. 

The Labour Party, now the opposition party, was in power twice 
petween 1919 and 1939-in 1924 and again in 1931. It aims and hopes 
to form a Labour government again after the war on the platform 
already described-stressing social security along the lines of the 
Beveridge Report, labor legislation, public control over the basic 
industries and monopolies, and international co-operation along the 
lines of the Atlantic Charter. 

Besides the Labour Party', two other political organizations make 
. . ; . 

29. Ten di.ffcrcnc political parties and groups took part in the 1935 elections to Parliament. 
The names of the parties, votes rcceiTcd and scats gained in the House of Commons are shown 
in the following table: 

Port~ Ntlfllblr of Y olll N fltllblr' of S1all 

Conservative 10,488,626 387 
National Labour 339,811 8 
Liberal National· 866,624 33 
National 97,271 3 

T1tt~l 11,792,332 m 
Labour Party 8,325,260 154 
Independent Labour Party 139,517 4 
Liberal Party (Samuel faction) 377,962 17 
Independent Liberal (lloyd 

65,150 4 George faction) . 
Communist 27,117 1 
Independent 274,499 4 

T1tt~l 9,209,505 i84 

Grt~ntl T1tJ 21,001,837 615 
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their appeal especially to workers. qne is the Independent Labour 
Party whose program is of a "left" socialist character. During the 
debate on postwar policy in Parliament in November 1942, its spokes­
men defined the position of the Party as follows: 

"We ask for a basic living income for every citizen, including the 
men and women in the forces and their dependents, workers of every 
grade and their families, widows of service men and workers, and 
those incapacitated by accident, disease, age or infirmity; commrinal 
ownership and democratic control of land, industry, transport and· 
finance, in the interests of all the people; the liberation of India and 
the colonial peoples; and the declaration of peace terms on the basis 
of social justice, national liberation and the pooling of the world's 
resources for the good of all peoples. "ao 

The other working-class political group is the British Communist 
Party. 1'J.?.e Communists, a negligible factor in England before 1939, 
have gained considerably in the past two years. Their membership 
is now estimated at 60,000. Their following in the trade unions has 
grown despite the ruling of the Trades Union Congress which birs 
Communists from holding office in the unions.11 The increasing in­
fluence of the Communists is due in part to discontent of some groups 
of workers with the part the Labour Party has played in the Churchill 
government but much more to the new popularity of Russia among· 
the British people. The importance of the Comm:anists at the end of 
the war, as well as of the Independent Labour Party, will lie in their 
tendency to stimulate demands for more radical measures of economic 
and social reorganization. Their pressure is bound to be felt 'first of 
all by the Labour Party and the Trades Union Congress; and second­
arily by the other political parties and the government. 

The Liberal Party, weakened by internal disagreement and the 
growth of the Labour Party, hopes to play a larger part after tlie war 
and is evolving a postwar program which would reconcile its tradi­
tional ideas with new social demands. 32 On many points the various 
elements of the Party are united. The Liberal Party Conference held in 
September 1942 demanded a new drive to overcome "the social evils of 
ignorance and want,·· including: the removal of slums; housing at 

~ c 

30. Quoted in The Internt~tiont~l Lt~hour Rloiew, March 1943, p. 352. 
31. Lt~btH Discussion Notes, published by the Socialist Clarity Group, London, February 

23, 1943. See also, The Economist, London, September 19, 1942. , . 
32. See Liberal N a clonal Party, A B11sis frH Britt~in's Pflst-W II#' Policy, t~dopml l;y the Lihert~l 

Nmional Courzcil held in London on September 17th and 18th, 1941; The Liberal Ammbly, 1942; 
Education /rH All, The Report of the Liberal Educmion AJoisory Committee; Health frH the People, '&port 
prepared U.J a Sub-Committee of the Health Seroices of the Liheral Part.J. 
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··rents related to incomes,'' a statutory minimum wage, a system of 
state-paid family allowances, more generous social insur~ce and equal 
educa tiona! opportunities. 

The main ca~ses of disagreement in the Liberal Party have been 
rooted in questions of planning and of state intervention in industry. 
A small group in the Party favors a ministry of national planning to 
secure full employment. This group is also for nationalizing the banks 
and basic industries. Other groups of the Liberal Party, however, 
want a minimum degree of planning under the direction of a commit­
tee of ministers: They believe that there is a growing reaction in 
England against state action in the field of industry and foreign trade, 
and that the Liberal Party should give voice to this attitude.u 

The declaration adopted by the Liberals tries to reconcile these 
differences by stating that the Party .. repudiates both the selfishness 
of unbridled individualism and the tyranny of collectivism,'' and 
that ··while opposed to bureaucratic regimentation, it advocates 
vigorous State action in order to equalize opportunity, to prevent 
exploitation and insure the full use of the Nation's resources ... The 
Party is also on record against a .. planned national economy .. and in 
favor of planning for freedom. It advocates the establishment of ··an 
economic general staff": to advise the cabinet on economic policy 
and the development of industry and trade. 

Of greatest importance is the position of the Conservative Party. 
As the party in power since before 1939, and as the dominant factor 
in the present national government, it will gain in prestige as a result 
of a victorious war. It has a long tradition of power, a membership 
among whom are many persons of large wealth and social position, 
and a strong party machi_ne. 

For some time, even before 1939, there had been a group of .. Young 
Tories" in the Party who were eager to direct it into new channels. 
Their watchword was .. planning'' in the sense of greater activity by 
the state for the promotion of industrial development, export trade 
and social improvements. Such economic and social planning was 
regarded as the best way to unify the British people at home and to 
strengthen the international position of the Empire. 

The ideas of these .. Young Tories'' have gained ground in the 
Conservative Party as a result of the war. Many of the older and in­
fluential leaders of the Party are now agreed that ··sam~ sort of plan-

33. Th1 E&~nomist, London, September 12, 1942. Also reports of Liberal Party quoted 
above. 
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ning'. is desirable, that state action and private enterprise are com­
plementary, and that "restricted nationalization" is a necessity. 34 

The most striking expression of these ideas, or what The Times 
calls "Left Tory Democracy," was given by Prime Minister Winston 
Churchill in his speech of March 21, 1943 in which he outlined a 
"Four Year Plan" for Britain. This plan includes an "amdgamation 
and extension" of the social insurance system, an. expansion and im­
provement of British agriculture so as to grow more food· at home, a. 
"vigorous revival of healthy village life," a broad national health 
service, the encouragement of larger families by state aid, and wider 
educational opportunities for the people. For thes~ aims; the Prime 
Minister advocates advance planning by the government and a part­
nership between the state and private enterprise. It is important to 
revive as soon as possible a ··widespread healthy and vigorous private 
e11terprise," said the Prime Minister, but "there is a broadening field 
for State ownership and enterprise especially in relation to monopolies 
of all kinds. The modern State will increasingly concern itself with 
the well-being of the Nation.''a& 

While the three principal political parties have maintained an 
electoral truce, some new political groups and movements have sprung 
up and found some support. The group which has.attracted the great­
est attention is the New Commonwealth Organization formed' on 
July 26, 1942. Its purpose is to place the basic industries, utilities and 
services of England under public ownership. It advocates a minimum 
standard of living for all, adequate wages and family allowances, 
public control of land, the unification of the educational system. Its 
emphasis is on the application of research and. scientific method. to 
economic and social problems. 36 In a number of by-elections during 
1942-1943, the New Commonwealth candidates polled 30,000 votes 
compared with 40,000 for the government candidates. ar 

The programs of the political parties reflect attempts to give ex­
pression to the new ideas and attitudes which have spread in all classes 
of England as a result of the war. They are, therefore, in agreement 
on many points, especially on such questions _as social security, full 

34. See Edward Hubert Gascoyne Cecil, 4th Marquess of Salisbury, Post-Will' Conservative 
Policy, London, 1942. . , 

35. The New York Times, March 22, 1943. See also Educational Aims, A Plan for Youth, and 
other reports published by the Central Committee on Post-War Reconstruc~on set up by the 
Conservative and Unionist Party organizations. 

36. The Economist describes the movement as an odd combination of technocracy and 
socialism. . . 

37. Christian Science Monitor, March 16,1943. See also Tom Wintringham, "Britain's Politi­
cal Revival," The Nation, April17, 1943. 
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employment, export policy, state action and planning. There remain 
fundamental differences, more or less theoretical in character, as to 
long-run questions of social organization. But in so far as immediate 
postwar tasks are concerned, the differences are largely of emphasis 
and degree. 

The political forces of Great Britain may carry out postwar plans in 
several ways. The Conservative Party may continue in power and fol­
low its traditional policy of maintaining itself by granting some of the 
popular economic and social demands. The Labour Party may win the 
elections and proceed to carry out the more immediate and moderate 
part of its program. All parties may unite again to form a postwar 
national government on the basis of the common points of their plat· 
forms. Finally, there may be a reshuffiing of party- lines, and new 
political groupings may arise with new names but with the same 
ideas. In any case, the problem will be not so much what should be 
done for the reconstruction of Great Britain, as how fast it should be 
done and by whom. 

5. THE Ca.oPBR.AnvEs 

An important factor in the economic and social life of England is 
the co-operative societies which in December 1944 will celebrate their 
one hundredth anniversary. The success of the movement in Great 
Britain has been very great. The ca.operatives today claim some 
nine million members and do a business of about a billion 4ollars 
a year. They are now making plans for postwar expansion which are 
of interest from a national point of view. 
· Funds are being raised for a million dollar college to train educa· 
tiona! and operating personnel for 12,000 co-op shops and 184 factories 
now operated by co-operatives and to give special training to em· 
ployees returning from the services. The smaller co-operatives are 
considering proposals for the formation of "district societies" to 
consolidate the ·necessary capital, potential trade, and unused re· 
sources to compete more. effectively with the trusts and combines in 
the postwar period. 

Co-operative members are also ready to accept new ideas which 
promise betterment after the war. They are supporting the B._everidge 
plan, in spite of ·the fact that it would kill their own industrial 
insurance program (the largest in Britain) and are backing educational 
and other social reforms. 



,Chapter6 

PLANNING BY THE GOVERNMENT&-IN-EXILE AND THE 
OCCUPIED COUNTRIES 

TaE UNITED NATIONS include the ··govemments-in-exl.le" of eight 
countries occupied by the German armies: Norway, the Netherlands; 
~elgium, Luxembourg, Czechoslovakia, Poland, Yugoslavia, and 
Greece. 1 The economic and social systems of these countries have been 
brought in varying degrees into line with the general pattern of Nazi 
principles of organization. 2 Their industrial ''activities have been 
geared to the military needs of the German army and to the demands 
of the German market. But the liberation of these countries from Nazi 
domination and their right to continue their postwar. life in fr~edom 
are part of the postwar aims of the United Nations. · 

For these countries, postwar plans are now being formulated by 
their respective governments-in-exile, established in London. The 
value of these plans has been questioned OJ:! the grounds (1) that some 
of these governments were not truly representative of their countries 
even at the time of the Nazi invasion, (2) that they are less, repre­
sentative now in view of their loss of contact with their homelands, 
and (3) that their likelihood of assuming leadership in the reconstruc­
tion of their respective countries after the wa~ is uncertain. 

Even granting these 'assertions, the declarations. and programs of 
the governments-in-exile have real importance. They have been nego­
tiating with the United States, Great Britain, and the Soviet Union 
and have made commitments which will have to be. taken into account 
in postwar arrangements. Also, these governments are trying ~o adjust 
their programs to the changed condition and ideas of the people, in 
order to influence the postwar development of theircountries. Their 
plans and programs express some of the trends in these countries, and.· 
are to be reckoned with in the reconstruction of these European lan.ds 
after the war. · 

1. The countries of Europe, outside of the Soviet Union and the United Kingdom, may be 
arranged as follows: Axis Powers and countries affiliated with them-Germany, Italy, 
Rumania, Bulgaria, Finland; countries annexed or controlled by Germany-Estonia, Latvia, 
Lithuania, Denmark; technically neutral countries-Portugal, Spain, Ireland; Sweden, Switz­
erland; occupied countries having governments-in-exile associated with· the United Nations 
-Norway, the Netherlands, Belgium, Luxembourg, Czechoslovakia, Poland, Yugoslavia, 
Greece. The position of France is sui generis. · · . . 

2. See Lewis L. Lorwin, Economic Consequences of the Second W oriel War; see also Dr. Eugene 
V. Erddy, Germany's First European Prot«<orate, London, 1942. , 

125 
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In all the occupied countries there is widespread antagonism to the 
Nazi occupation and to the Nazi-controlled authorities. This opposi· 
tion takes the form of sabotage, of violent outbreaks, and of indi· 
vidual acts against· the Nazi rules and nllers. Some groups of the 
population are also engaged in organized underground anti-Nazi ac· 
tivicies ~din preparations for the day when they may again be free 
to shape the destinies of their own countries. 

It is recognized abroad that the experience and thinking of these 
local groups are of vital importance Jor the postwar period. Their 
general ideas, the concrete plans which they are forming and the 
leadership which they may bring forth, are bound to play a large, if 
not decisive, part on the morrow of United Nations victory. 

The underground struggle against the Nazis has been ·carried on by 
liberals, Socialists, trade unionists and Communists. The underground 
postwar plans are, therefore, of a radical social character and often 
in disagreement with the plans of the governments-in-exile. Owing to 
difficulties of communications, only a few of these programs have 
reached the outside world. But to the extent t~ which they are 
known, they are included in this chapter. 

· 1. GENEitAL AssUMPTIONS AND PROCEDURES 

Soon after their establishment in London, the governments-in-exile, 
one after another, set up organizations to study the problems of the 
postwar settlement as they may affect their respective countries and 
peoples. In view of the differences in the prewar economic develop. 
ment of their countries, the governments-in-exile have emphasized 
different aspects of the expected postwar reorganization. 
· They have, however, certain assumptions in common. Most impor­

tant is the assumption that their countries will be reconstituted after 
the war-either within t~ir pre-1938 boundaries, or with such 
changes in frontiers as will make it possible for them to carry on 
an independent national life. These governments favor, in varying 
degrees, some form of regional or international federation, but they 
insist on the value of small states and countries to the economic wel-
fare and political stability of the world. • ' 

.A: second assumption is that these countries will eliminate wha!­
ever undemocratic features may have existed before 1939 and that 
they will reorganize on a truly democratic basis. This is implied in 
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their avowed adherence to the principles of t~e Four Freedoms and of 
the Atlantic Charter. 

The postwar program procedures of the governments-in-exile are 
somewhat similar. Most of them also maintain divisions or agencies 
in the United States for the study of these problems in the light of 
American economic and political ideas. Nevertheless, the scope and 
concreteness of their programs ~iffer widely. _ · 

2. CoUNTRIES OF WESTERN EuROPE . . .. 
The governments-in-exile which represent Countries· of western 

Europe, namely, Norway, the Netherlands and Belgium have been 
more concerned with immediate problems which are expected to arise 
at the end of hostilities, such as relief. However, they have paid some 
attention to long-range programs. -

a. THE POSTWAR. DEVELOPMENT OP NORWAY 

The Norwegian government in London has been primarily, if not 
entirely, interested in immediate requirements for the relief andre­
habilitation of Norway at the end of the war. It is represented on the· 
Inter-Allied Post-War Requirements Committee, entrUSted with the 
tasks of postwar relief, and it has set up special agencies to study the 
problem and to prepare necessary data. 1 It has. not established a spe­
cial reconstruction agency nor has it formulated any specific programs 
on the subject. · 

The postwar problems of Norway will obviously be complicated 
by the effects of the Nazi occupation, though not more so than those 
of some other countries. The Germans have developed the use ofsome 
of the natural resources of the country, water power, for ~xample, and 
have expanded some industries, such as aluminum. The social-eco­
nomic structure which the Nazis tried to force on the country may 
leave some traces in the form of industrial and comp1ercial combina-
tions and of larger participation of the state in economic life. , 

But aside from these influences, the effects of the war are such as 
to intensify the tendency towards state control, at least immediat~ly 
after the war. According to the spokesmen of the Norwegian govern-

_ 3. The agency is known as the Directorate General of Supplies and is part of the Ministry 
of Supply and Shipping. The Norwegian government also maintains an agency in New York 
for the protection of its shipping interests and seamen. , 
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ment, it will be necessary to maintain a rationing system, establish 
import apd exchange controls, and to fix prices in order to avoid 
inflation and to promote rehabilitation. The government will assume 
·:the role of exclusive importer, •• will ··plan imports and advance the 
necessary means of payment;• and the consumer ••will pay for his· 
purchases according to a fixed maximum price."'• 

But it is assumed that even after these immediate steps, a basic 
change in the economic policy of the country will be necessary. The 
war, it is claimed, ··has made necessary in all countries a national 
planned economy under the direction of the State. ••a In fact, it will be 
necessary to have international planning, and the main task of Nor­
way will be to find the proper place: in the scheme of the new world 
efonomy for its principal industries suc,h as shipping, timber and 
water power. 

Planning, in this connection, means state control and direction, and 
apparently does not involve any fundamental changes in property 
rc:lations. This is specifically true as to shipping, the most important 
industry of Norway. By the decree of May 8, 1940, the Norwegian 
government requisitioned the merchant fleet for use, and not for 
ownership. It has since repeated its promise to return all ships that 
are ~ot lost to their respective_ owners ··as soon as possible after the 
war," and to turn over newly built ships to Norwegian owners who 
have lost their ships during the war. 

The Norwegian Lahor Partj 
In contrast with the general and vague ·official statements quoted 

above is the reconstruction program of the Norwegian Labor Party 
as formulated before 1939. While the war may have affected it in 
some ways, it is still of importance both because it represents the: 
views of the largest single political party in prewar Norway and 
because it throws light on the social and economic problems of the: 
country.• 

The central aim of the Labor program is to secure: employment by . 
· .4. Statement by Mr. Arne Sunde, Norwegian Minister of Shipping and Supply. Tht Inttf'­
AllieJ R.111i1111, March 15, )942. Also, statement by Prime Minister Johan Nygaardsvold, 
Th1 United N11tionJ R.e11iew, Jnly 15, 1943, pp. 301-302. . 

5. Statement by Mr. Trygoe Lie, Foretgn Minister of Norway, i!JiJ. The opposite view­
that the reconstruction of Norway involves merely "the restoration of prewar conditions"­
is expressed by All Sommerfelt, L11 F'"n" Li!Jre, London, February 15, 1943. 

6. In 1938, the Labor Party had 70 deputies in the Norwegian Parliament (the Storting) 
as against 36 Conservatives, 23 Liberals, 18 Agrarians, and 3 others. The program summarized 
here was submitted to Parliament in 1934 as a means of stimnlating recovery, and of reorgan· 
i.zing the economic life of Norway. 
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developing the resources of Norway, extending land settlement and 
adjusting production to the domestic market. The Labor Party de­
mands that the state assist agriculture in order to create employment 
and better living conditions for the rural popUlation. FroJn this point 
of.view, one of the-principal tasks is to cultivate new land and set up 
new settlements. In order that land settlement be speeded up, it' is 
necessary that there should be access to 'cheap land and that roads · 
should be built. Particularly, more land should be made available for. 
the enlargement of existing small farms and for opening new .farms. 7 . 

The Labor Party proposes that a state land commission be set up 
for buying and supplying land. H land settlement is to lead to a perm~-· 
nent improvement of conditions for the-unemployed rural population, 
the farms must be sufficiently large. Also, the new farms must be as 
far as possible free of debt. New settlers should be given technical 
advice so as to obtain as soon as possible an adequate return for their 
labor. Measures should be taken to ensure that the farmhoUses satisfy 
minimum requirements. According to the Labor Party, about 2,0~0 
new farms should be opened up each year. Small farmers who are· 
mainly dependent on farming should be given an opportunity of 
enlarging their farms by various measures of state assistance. The. 
state should provide loans at low interest rates (3 per cent) and grants 
to relieve the farmers from excessive indebtedness. . ' 

It is also necessary, according to this program, to aim at a more 
just distribution of income between country and town. This can be 
achieved if agriculture is made more profitable through higher prO-; 
ductivity and better prices. The purchasing power of the farmers can 
be increased, however, only by raising living standards of the entire. 
population. Norway imports grains and other food stuffs and exports 
butter, cheese, eggs and bacon. Such exports, it is claimed, are not an 
index of the prosperity of the country but of its low purchasing power. 
The farmers have been forced to export to obtain cash, but in fact the 
country has had a shortage of agricultural products in proportion to 
its real needs. · 

It is Utopian, according to the Labor Party, to believe that the 
slogan ''back to the land'' can be applied to industrial workers. The 
proposed land policy is intended to provide only for the surplus rural 

7. In 1938, only about 4 per cent of the area of the country was under cultivation and 
some 24 per cent was in forests.· The 8opulation dependent on agriculture, forestry and 
gardening numbered 838,000, or about 3 per cent of the total population (which was about 
3 million). I tis claimed that a larger part of the land could be cultivated if properly developed. . ' . . 
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population on the land. The industrial population must find work in 
industry. The Labor Party therefore considers it is necessary that the 
state should do all in its power to develop and reorganize industry in 
Norway. The working and extension of industrial enterprises is a 
matter which concerns the entire people. The community cannot al­
low industrial plants to be closed down or restricted in operation by 
the arbitrary decision of private individuals and in the absence of 
absolutely urgent reasons. The Labor Party therefore proposes that 
concerns which want to close down, or to limit their operations sub­
stantially, should obtain permission for such action from the public 
authorities. 

Norway possesses natural resources to become a more industrialized 
country. Large-scale modern plants exist now mainly in the export , . 

industrieS'. The state must help to promote a vigorous growth of other 
industries, working for the home market. 1 There must also b.e sys­
tematic and energetic promotion by the government of Norway's 
export trade. 

Among the measures advocated by the Labor Party for these ends 
are public works, lower interest rates to be fixed by a national finance 
council, and the creation of new credit by the state to finance public 
enterprise when necessary. 

b. PROBLEMS OF THB NETHERLANDS 

Not much more advanced than those of Norway are the postwar 
plans of the Netherlands government. A Ministerial Committee was 
set up by this government in London in March 1942, to study social 
and economic conditions in occupied Holland and to prepare .. recon­
struction measures." 1 In September 1942 the Dutch government estab­
lished an Economic, Financial, and Shipping Mission in Washington, 
D. C., one function of which has been the study of reconstruction 

. problems.10 

· There are some difficulties in making postwar plans for Holland~ 
8. Norway's principal industries (besides shipping, forestry and fisheries) are mining, 

pulp and paper, canning, electrochemical and electrometallurgical. In 1930, over 27 per cent 
of the popufarion (about 775,000 persons) were dependent on industry. 

9. This Committee is composea of the Ministers of Foreign Affaus, Economic Affairs, 
Colonies, Social Affairs, and Public Works. The Committee is presided over by the Prime 
Minister. Each department was to study its own problems, and these studies were to be 
co-ordinated by the Ministerial Committee. · 

10. In addition, the Netherlands government supports direcdy and indirecdy several 
private study groups in England and the United States such as the Study Group for 
Reconstruction Problems founded in London in August 1941, and the Netherlands Study 
Group on Post-War Reconstruction in New York. 
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One is the Nazi occupation. It has made profound changes in the 
Dutch economy, which may affect for many years its character and 
capacity. Before 1939, the Netherlands- was, after Denmark, the 
largest exporter of animal products in Europe11 and a large exporter 
of vegetables and vegetable oils. It had some well-eStablished indus­
tries, some of which had a long tradition and high reputation, e.g., 
diamond-cutting, shipbuilding, food processing (chocolate, marga­
rine, beer), tobacco, textiles (especially cotton and rayon), and elec­
trical. It had a large ocean-carrying and transshipment trade which 
owed its prosperity to the geographic position of the countr}r and~o 
the large and rich colonies of the East and West Indies. It derived ~on­
siderable income from its overseas investments and from international 
financial and insurance transactions. This income helped to pay in 
part for the large imports into the country which generally exceeded 
exports by a considerable margin. Owing to its highly developed_ 
commercial farming, its large trade, its capital resources, and its 
colonial possessions, the Netherlands could maintain a population of 
over eight and a half million on a small area on a fairly high level of 
living.u 

It is.roughly estimated that, as a result of the Nazi occupat~on, 
about one third of the cattle of the Netherlands has perished or been 
slaughtered. Dutch farmers have been made--to discontinue some of 
their growings, e.g., tulip bulbs, and to produce more grains for local 
and German use. Sop1e of the industrial plants, e.g., textilc;.s, have 
been closed up and the machinery transferred to Germany. COnsider­
able numbers of farmers and workers have been moved to Germany to 
work in German factories and to eastern Europe (including the 
Ukraine) to develop farming and industries for German exploitation. 
It may thus take years to re-establish the prewar agricultural and 
industrial capacity of the country-assuming that it will be possible 
at all. 

A second difficulty in planning for postwar Holland lies in its high 

11. In 1938, Dutch shipments, chic;fly to Great Britain and Germany, included 33,000 
tons of bacon, 25,000 tons of other meat products, 96,000 tons of eggs, 240,000 tons of 
processed milk, 62,000 tons of butter, and 68,000 tons of cheese. For a survey of economic 
and social conditions in the Netherlands, sec An E&onomie SIIN1t.1 of the Nnherlatul.r, published 
by The Economic Intelligence Office of the Ministry of Economic Affairs; G. N. Oark, 
Holland tmtl the War, Oxford, 1941; The Nnherlatul.r, European Confermtl on hal Li/1, 1939, 
League of Nations, Geneva; Marinos M. Lonrcns, EJ~~&IItion in the Nnherlantl.r, Netherlands 
Information Bureau, New York, 1942; J. Anton de Haas, Post-War R«onstn«tion of the Nn~ 
lanJ.r, 1942. -

12. The population of Holland at the end of 1938 was 8,728,500. The area of the country 
was 12,712 ~quare miles. The population density-686 persons per square mile. 
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dependence on international conditions. Many Dutch industri~s proc­
ess raw materials which they obtain from the East Indies and other 
colonies. One of the most important Dutch export markets is Ger­
many. A large part of the national income comes from interest and 
dividend payments on foreign investments whose disposition depends 
on the general postwar settlement. What is to happen to the Dutch 
merchant marine after the war is also still uncertain. 

Spokesmen of the Netherlands government, therefore, emphasize 
the importance to Holland of the international aspects of the postwar 
settlement. So far the Netherlands government has made a specific 
declaration only with regard to the colonies. Mter the war a Nether­
lands Commonwealth will be created in which the East Indies, 
Cura~ao and Surinam will be autonomous members. 

This assumes that the Netherlands will retain its colonies which 
existed before 1939 and which were such a large factor in its pros­
perity. The government is pledged to raise the living standards of the 
Indonesians by improving production and by protecting· their place in 
international trade. Since the East Indies depend on exports of tin, 
rubber, coffee, sugar, and other foodstuffs and raw materials, the 
problem is to assure fair prices for these commodities in world mar­
kets. While the Netherlands have generally favored as much freedom 
of trade as possible, there is uncertainty now in the minds of Dutch 
spokesmen whether the postwar period will not make necessary 
exchange controls and special price agreements to assure a fair deal for 
the producers of raw materials. 11 

Finally~ thinking about the postwar problems, especially of a 
domestic character, is affected by resistance to rapid change which is 
perhaps more pronounced in Holland than in some other European 
countries. There is a curious dualism in Dutch attitudes toward 
economic and social reform which springs from the fact that their 
position as a colonial power binds the people together economically, 
while their religious and political differences act as a centrifugal 
force. u In general, however, the Dutch may be described as a conserva-

13. See S(lCech of the Netherlands Colonial Minister, Hubertus J. vaa Mook, to the 
London Insotute of Export, quoted in part in the Intr-Ailutl Rl11iew, October 15, 1942, 
PP· 9-10. 

14. Before 1939, there were many political parties in Holland based oa confessional 
and social differences. The largest single party was the Roman Catholic Party. The Dutch 
Reformed Church was represented by the Christian Historical Party, and nonconforming 
Protestant sects by the Anti-Revoluoonary Party. Some groups of the middle and business 
classes supporte~ the Liberal Party, w¥Ie the workers .w.ere l~rgely repr~sented ~y ~he 
Social Democraoc Party. The trade uruons were also dinded 1nto Sooalist, Syndicalist. 
Nationalist, Catholic, and several other minor groups. 
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tive nation and averse to change, especially .in matters of property 
relations. · 

Domestic issues before 1939 centered around the same problems as 
in other European countries-land and better housing for agricultural 
workers, u social security and employment for the i~dustrial work­
ers,u and more and better housing for the urban population. The 
attainment of these economic and social reforms was complicated by 
the struggles of the political parties which were related to the desire 
for greater control over educational and confessional problems. 
Greater unity in political life is a prerequisite of a national plan for. 
postwar .Holland.17 

C. BELGIAN POSTWAR PROPOSALS 

The Belgian government-in-exile has been far more active than 
those of Norway or the Netherlands in its preparations for the post­
war period. Early in 1941 it set up in London a Committee for the 
Study of Post-War Problems which has since carried on extensive 
studies of the problems with which Belgium will be faced at the end 
of hostilities. On June 4, 1942, the committee was given official status 
by an Order of the Council of Ministers and its functions were more 
clearly defined. · 

As now constituted, the Belgian CommissionJor the Study of Post­
War Problems is under the authority of the Prime Minister and is 
directed by a Central Committee of which Dr. Paul Van Zeeland, 
former Premier of Belgium, is chairman.18 _ 

15. About half the land in Holland was cultivated by owners and about half was rented 
by tenant farmers from landlords. Over half the farms were very small, and there was a . 
large class of landless laborers. To satisfy the demands of the latter, it was proposed to 
reclaim more land from the sea and the lakes, and some efforts in this direction were made 
by the government. ·· 

16. About 40 per cent of the gainful population is engaged in manufacturing industries. 
The labor and social legislation of Holland was behind that of Great Britain or pre-Hider 
Germany. Health insurance was limited and there was no general- unemployment tnsurance. 
On the other hand, wage rates and the worker"s standard of living were relatively high. 

17. The need for such unity was recognized in 1937 when the government of Dr. Colijn 
(a ':Dember of the Anti-Reyo~ution~ry ~arty) w~s succc:eded b;r.a coalition of the Catholic, 
Sooal Democrat and Chnsoan Histoncal parties. This coaltoon forms also the present 
government-in-exile in London. ' 

18. The Commission is a large one and includes many well-known representatives of 
Belgian economic, politiCal and social life. Its members are appointed by the Prime Minister 
on the recommendation of the Central Committee. The five main sections are: The Section 
on International Policy, concerned with foreign relations, collective security, etc.; The 
Section on State Reform, which is considering the reform of the Belgian Constitution and 
governmental reorganization; The Social Section, which 4eals chiefly with the prevention 
of unemployment and social security; The Reconstruction Section which covers technical 
changes, public utilities, public works, housing, and vocational training; and The Eco-_ 
nomic Section, which is studying postwar relief requirements, monetary policy, customs 
unions, migration, changes in trade relations, economic planning, and similar topics. 
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The Belgian' Commission has drawn up a list of requirements for 
feeding, the Belgian population, repatriating prisoners of war and 
Belgian workers deported to Germany, and supplying industry with 
essential raw materials immediately after the war. The Commission 
starts from the premise that the large buying and financial operations 
and the allocation of shipping involved make it necessary to carry out 
this task of postwar relief and rehabilitation on an international scale 
and through an international agency. It considers it necessary, how­
ever, to reserve for the Belgian authQ_rities an opportunity to protect 
their interests and to insure their share of the international fund of 
supplies. 11 

The proposals for long-range economic and social reorganization 
proceed from the premise that individual freedom and collective action 
in the national interest can be reconciled by adopting the principles 
and methods of national planning. 20 The term • 'planning" is to be 
understood in ~he democratic sense of using all free economic and 
social forces and instiq:ttions, under the guidance of the government, 
to ~arry out measures for the social security and higher living stand­
ards of the people. In such planning, the state exercises supervisory 
and directive functions only, and bureaucracy is reduced to a mini­
mum. Policies are carried ·out through a variety of private, public, 
semi-public 'and autonomous organizations and institutions. It is 
important-that these organizations work together to carry out a com­
prehensive and co-ordinated plan of national development. 

Three national councils have been proposed to guide and supplement 
the work of the national Parliament. They are to deal respectively 
with economic, social and cultural questions and are to be designated 
as the supreme council of national economy, the council on social 
policy, and the council of education and culture. 

The council of national economy is conceived as a central advisory 

19. The Commission has prepared for the Inter-Allied Post-War Requirements Committee 
elaborate tables showing the normal prewar consumption of the Belgian people, the quanti­
ties of imported·raw materials used by Belgian industry, and the output of these industries. 
It has also made estimates of the reduction in agricultural and industrial capacitl as a result 
of the war., On the basis of these computations, estimates are submitted o immediate 
postwar needs on several assumptions as to the length of the war and the capacity of Belgian 
production to resume normal operations. Special tables have been prepared showing the 
needs of Belgium in medical supplies, vitamins, and clothing for a period of six months 
after the war. See Charles M. FoncJc, "Belgian Post-War Planning;• N11111 Llttn' of A11H1'i&t~n 
Srxiet:J of Plt~nning Officit~ls, Chicago, December 1942. 

20. The postwar plans of the Belgian Commission are summarized in an article in Tr~J, 
11ntl Enginen'int,, London, September 1942. See also a summary of a speech by .the Belgtan 
Minister of Foreign Affairs, Paul-Henri SpaaJc, "The United Nations and Thetr Post-War 
Policy;• Ntws from &lgium,June 12,1943. 
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body through which the co-operation of private and public agencies 
may be effected. It would bring together representatives of employers' 
associations, trade unions, farmers' societies and of middle-class 
organizations. These private assoCiations were well developed in Bel­
gium before 1939. They are not only to be reconstituted after the war 
but to be given larger industrial and technical functions with regard 
to their respective economic groups, and larger opportunities for 
shaping national economic policy. 

The council of national economy is to be an advisory body only, 
subject to Parliament and to the Ministry of National Economy. The 
latter is to have powers of decision and execution. It is proposed to 
create within the Ministry an office of economic co-ordination to 
centralize the supervisory and directive functions of the government 
in the economic field. It is to have divisions dealing with monetary 
and banking policy, price controls, exports and imports, and public 
works. 

The policies of the council and the office pf economic co-ordination 
have been indicated by the Commission so far only in general terms. 
The trend of thought is towards a more directed economy which 
would enable Belgium to increase its foo.d supply,21 to improve its 
agricultural production, 22 and to strengthen its industrial structure 
and its position in export markets. 23 In view of ~h~ relatively poor 

21. Belgium before 1939 depended on trade and imports for a large part of its food 
supplies. About 50 per cent of the food requirements of the Belgian populanon were covered 
by 1mports. This figure does not give the full measure of Belgium's dependence on foreign' 
trade, since home-produced food was largely of animal origin. and large amounts of fodder 
had to be imported for its production.. ·· 

22. Of the total Belgian population of over 8,000,000 some 3,750,000 were gainfully 
employed (according to the census of 1930) and of these, 635,000, or about 17 per cent, were 
engaged in agricultural work. About 32 per cent of the total area under cultivation (the 
total area was 1,832,000 hectares) were under cereals (wheat, barley, oats, rye). The factors 
which impede agricultural progress are the prevalence of small farms, insufficient mechaniza­
tion and use of fertilizers, and lack of credit for ca_pital improvements. Out of 1,131,000 
farm holdings in 1930, over 48 per cent were freehold- and the rest were operated on a lease 
basis. Over 838,000 holdings were less than a hectare (a hectare equals 2.37 acres), which 
means that the holders had another additional occupation; 241,000 holdings were under 
10 hectares. There has been an increase in small holdings since 1900, partly owing to the 
financial support of the "Back to the Land" movement by the government. Belgian agri­
culture could be made more productive by applying modem technical methods, by enlarging 
holdings, and by easy credit terms to farmers for purposes of improvements. It is considered 
to be to the advantage of Belgium to restore the catde and dairy industry. See"Belgium,'" 
E~~r~pe11n Confenna"' Rt~rlll Life, 1939, League of Nations, Geneva; also The Lllml Tenw1 Sys­
tems;, E~~r~pe, League of Nations, Geneva, 1939. 

23. The outstanding industries of Belgium are coal mining, iron and steel, textiles, glass. 
Belgium is a large exporter of steel products, cotton yams and piece goods, linens, woolen 
goods, glass products, cement, bricks, and copper products. (Congo copper is refined in 
Belgium.) The chid Belgian export markets before 1939 were Germany. Great Britain, 
France, Argentina, the United States, Italy and Switzerland. -. 
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natural resources and the density of the population standards of living 
can be raised in no other way.u 

The $Ocial council is to be composed of fifteen representatives of 
employers; fifteen representatives of workers' associations and fifteen 
representatives of the public.21 It will deal with problems of unem­
ployment, vocational training and rehabilitation, housing, public 
health and other social services. 

The Commission has laid down the principle that no prolonged and 
widespread unemployment is to be tolerated. The worker must have 
the right to a job, and this will be guaranteed to him by the ··organ­
ized national economy. •• All considerations of profits, taxation, and 
finance must be· subordinated to this basic obligation of the state to 
assure the worker a chance to earn his living by working. But some 
unemployment will persist and it is to be met by a .system of unem­
ployment insurance. The costs are to be defrayed by contributions 
from employers, workers and the state. 

The housing policy is to be integrated with programs of public 
works to be undertaken after the war. It will include not merely the 
improvement ofdwellings but also the supplying of house furnishings 
and equipment. It is also to be co-ordinated with programs of town 
and country planning. 28 One of the proposals under consideration is to 
develop on the fringe of large urban agglomerations "'new villages" 
which would provide -the worker with a house and a small plot of 
land on which the worker could raise vegetables, fruits, etc., during 
periods of unemployment. These .. villages" would be semipublic 
institutions financed by state loans without interest to be repaid in 

24. Before 1939 Belgium had an area of 11,775 square miles with a population of about 
8,500,000 or about 710 inhabitants per square mile. 

25. Occupational organizations were highly developed in Belgium before: 1939. Out of 
some 1,500,000 industrial workers about 1,000,000 were organized in trade unions. Of these, 
()()0,000 belonged to the Socialist unions, about 350,000 to the Catholic unions, and the rest 
to several other trade union groups. Practically every industry had an employers' association, 
and there was a central organization of employers known as the Fldlrmion Pmron11u Btlgl. 
Some industries, e.g., coal mining and steel, were dominated by monopolistic combinations 
which also were: members of international cartels. The farmers were organized in the "Boer­
enbond," the Belgian Agricultural Union, the Professional Agricultural Unions (UPA), 
and many mutual and co-opcrati ve associations for purposes of buying, selling and of obtain-
ing cheap credit. • , 

26. Housing conditions in Belgium, both in rural and urban districts, are considered 
bad. Most of the older rural dwellings are described as bdng generally too small and not 
having enough rooms; the cdlings are too low, the floorings defective, the windows too 
small, the houses are damp and do not have sufficient ventilation or proper plumbing facili­
ties. Out of 2,672 communities in Belgium, about 1,800 lack a water supply. Health con­
ditions are below those in the cities which, in thdr tum, arc below satisfactory standards. 
About 30,000 slum dwellings in the country were described in 1939 as incapable of recon­
ditioni.og and some 70,000 dwelli.ogs were overcrowded, that is, had more than two persons 
per room. See Ur!J1111 1111J KtwJ HoNsint., League of Nations, Geneva, 1939, p. 3. 
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thirty-year installments. The properties would be subject to ·certain 
restrictions with regard to sale. During periods of unemployment, no 
payments would be made and the use of the property would be re­
garded as part of the unemployment benefits .. The improvement· of· 
housing will involve an extension of good water supply and of electric 
power for light and heating. 

The council on education and culture is to be composed of a Wal­
loon, a Flemish, and a Brussels autonomous section, and will concern 
itself with the improvement of scb.ools, the- organization of the press, 
and other cultural problems. 

3. CENTRAL AND EASTERN EuROPE 

Of the countries of central and eastern Europe, Czechoslovakia and 
Poland call for special consideration in view of their efforts to prepare 
plans for postwar reorganization. 27 · 

a. POSTWAR PLANS FOR CZECHOSLOVAKIA 

The government of Czechoslovakia in London was the first to set up 
a Ministry of Economic Reconstruction. 2 8 The functions of the Minis­
try were to prepare plans for a "new economic and social order" for 
Czechoslovakia and to formulate policies dealing with retribution 
and war damages. It was also to co-ordinate the reconstruction work 
of the other Ministries (Finance, Industry and Trade, Education, etc.) 
and to collaborate with agencies of other United Nations engaged in 
preparations for the peace settlement. The Ministry was to have the 
assistance of several research bodies-private and. governmental-.. 
which were organized in London and in New York. 29 · 

The spokesmen of the Czechoslovak government feel that their 
problems of internal postwar reorganization are much simpler than 
those of other countries of central and eastern Europe. Czechoslo­
vakia, in their opinion, was "one of the best democracies of Europe" 
and was in the front line of the social-economic reforms which are 

27. A large amount of valuable material on conditions in these countries before 1939 
and since the Nazi occupation may be found in Documents and Reports published by the Cen· 
tral and Eastern European Planning Board in New York; also in the monthly Survey pub· 
lished by the same Board in New York. 

28. The first Minister was Mr. Jaromir Necas, Minister of Social Welfare in Prague 
before 1938, and also at one time Chairman of the Governing Body of the International 
Labour Office. He was succeeded on November 13, 1942 by Mr. Franti5ek Nemec, who is 
also Minister of Industry and Trade. See International Lahour Review, Apri11942, and August 
1942. 

29. Such are the Czechoslovak Research Institute attached to the Ministry of Foreign 
Affairs in London and the Czechoslovak Economic Council in New York. 
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now forming an essential clement of postwar reorganization. Much of 
what is to be done after the present war, they say, had been antici­
pated by them before the war, and all that will be needed is for 
Czechoslovakia to carry forward previous activities. 10 Such continu­
ity, however, does not mean a return to the past where that past is 
irrevocably changed and where readjustments are necessary. The 
effects of the incorporation of Bohemia-Moravia by the Nazis into 
Germany as a "'protectorate," of the setting up of Slovakia as a 
repu~lic under German control and of social-economic Nazi policies 
since 1939 must obviously be considered. 

Current Czechoslovak declarations stress the need for change in 
political and administrative organization. Czechoslovakia had a 
democratic constitution providing for universal suffrage, free elec­
tions, and proportional representation before the war. But the practi-

. cal government of the ·country was hampered by a multiplicity of 
political parties and by the discontent of the several minority groups 
(Germans, Slovaks, Ruthenians)11 over the alleged predominance of 
the Czechs in the government and in public service. Czechoslovak 
leaders do not Indicate how they will obviate the fttst difficulty, but 
they propose to meet the second by giving more self-government to 
the minority groups and by a greater decentralization of public ad­
ministration. u 

In the field of economic policy and social welfare, the programs of 
the Czechoslovak government are in the direction of more state inter­
vention and .. planned economy.'" In line with the trend in other 
countries, it is considered likely that "'the whole economic life will 
be run from a state planning centre in such a way as to correspond with 

30. Speech by Dr. Eduard BcncJ, President of the Czechoslovak Republic at the National 
Liberal Cub on May 12, 1942. Reprinted in News Ft~shes from C(echoslotJ~lt.i~, July 6, 1942, 
published by The Czechoslovak National Council of America. 

31. The population of about 15 million was composed of some 7 million Czechs, 3 mil­
lion Slovaks, about 3 million Germans, 600,000 R.ut.licnians, the rest being Magyars, Jews, 
and other less numerous groups. The four provinces of the state included Bohemia and 
Moravia (prcdominandy Czech), Slovakia, and R.uthcnia. For background material see 
Brackett LC:wis, Democr~r:J in C'{erhos/otJ~ki~, 3d edition, New York, 1941. 

In 1935, the 300 scats in the Lower House of Parliament were divided among 14 parties. 
The Agrarian Party, which was the largest, had 45 seats; the Sudeten-German-44; the 
Social Democratic-38; the Communist-30; the Czech Socialist (Dr. Bcnei' Party}-28; 
followed by the Czech Catholic, Slovak Catholic, National Democratic, and several 
minor ones. 

32. These plans refer only to the Slovaks and R.uthenians. The problem of the German 
minority is regarded as an international one. Its solution depends on the postwar reor­
ganization of Germany. The Czechs claim that the problem can be solved best by making 
sure that Germany docs not misuse her national minorities in other countries for Pan· 
German aims and also "possibly" by "an organized application of the principle of the 
transfer of populationa·· so as to make Czechoslovakia a more homogeneous country. 
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the interests of the whole and the requirements of the people." 33 The 
state must assume such extended functions, since "the profit of private 
capital'' can no longer serve as "the sole encouragement for initiative 
and increased efficiency." But this process of planning is to be demo­
cratic by making those who administer it subject to the control of 
freely elected parliaments. . 

The program.clearly rests on the principle of nationalization on a 
considerable scale. It is proposed that the state take over the National 
Bank. Also, all banks and insurance concerns will • • go over to the 
sphere of Stat, and public influence.,., Only the peoples,· financial con­
cerns34 and provincial banks will be left in their present form. The 
purpose of this change is to make ''money serve the people and, npt 
rule them.'' , 

The state will also take over the mines and "natural resources of 
every kind,'' all ·'sources of electrical and calorific energy,'' transport 
of every kind, and all the heavy and key industries "on which the 
existence of the nation depends" such as the metallurgical, sugar and· 
cement industries. The nationalization of these industries will put an 
end to private monopolies and cartels and make possible a "planned. 
and controllable economy in the interests of all, not conducted ac-' 
cording to the needs of the private profits of privileged individuals.'' 35 

In planning the economic development of Czechoslovakia, the 
government proposes to refrain from overindustrializing the country 
and from increasing its reliance on exports. On the contrary, it will 
try to maintain a balance between agriculture and industry and to 
develop the home market. · · 

In the interests of agriculture, it proposes to sarry forward and.. 
complete the program of agrarian reform which was begun in 1919-
1920.36 More land will be distributed to the peasants, and measuies 

33. Czechoslooakill in Post-War Europe, Czechoslovak Ministry of Foreign Affairs, London, 
1942, P• 65. See also an article by the Minister of Reconstruction, Frantisek Nemec, in 
Cechoslooak, London, March 5, 1943. . . 

34. That is, mutual and co-operative credit institutions. · , 
35. Czechoslooakill in Post-War Europe, p. 69. Before 1939, the Czechoslovak state conducted 

many enterprises on a commercial basis such as the state railways and airlines, the posts 
and telegraphs, the state mines and metallurgical works, the state forests and estates, the 
&tate tobacco factories, and spas and health resorts. 

36. Before the First World War, there were in Bohemia and Moravia-Silesia 401 estates 
of over 2,500 acres each, while in Slovakia and sub-Carpathian Ruthenia there were 935 
estates of over 1,000 acres each. It was estimated that about a thousand individual owners 
held over 9 million acres of land or 26 per cent of the total area of the Republic. The Land 
Acts of 1919-1920 limited individual ownership of land to 625 acres, of which no more than 
375 acres were to be arable land. All lands above that figure were to be acquired by the state 
at prewar pric~s. The governmen~ assumed the right to take over some 10 million acres 
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will be taken to unify the small farms and to promote co-operative 
cultivation among them.n The farmers will be given cheap credit and 
a more equitable system of taxation. To check the flight from the land, 
the state will undertake a ·'more magnanimous housing and settle­
ment policy for agricultural workers and will improve their wages 
and working conditions ... Measures are also projected to give the 
countryside better schools, better roads, more electrification, more 
telephones, cheap motorbus transportation to the cities, and more 
recreational facilities through radios, cinemas, and other cultural 
entertainments. 

Before 1939, some 35 per cent of the population in Czechoslovakia 
was dependent on agriculture. The farmers, especially in the western 
parts of the country, carried on their industry efficiently and were on 
a relatively fair standard of living. The postwar reforms are intended 
to strengthen the relative position of the farmers, improve agricultural 
output, and stabilize prices of agricultural products. aa As a result of 
these measures, Czechoslovakia will, it is hoped, continue to be self­
sufficient in, and even become an exporter of, grain. It will still be 
dependent, however, on imports for dairy products, feedstuffs, and 
industrial raw materials such as cotton and wool. 

The proposed agricultural measures are part of a program to develop 
the home market after the war. The other part consists of proposals 
to develop such. new branches of industry as can be geared to an 
expanding domestic demand. The Czechoslovak Ministry of Recon-

,struction names artificial textiles, new types of fuel, synthetic petrol, 
and cellulose, as some of the industries which will need ''special atten-
of land. which it intended to sell to small landowners and landless peasants on easy terms. 
By the end of 1935, the government had distributed over 4,465,(J()(J acres to 639,000 appli­
cants, of whom 235,000 were new farmers. As a general rule, the land was distributed in 
holdings of 15 to 25 acres, though some larger holdings were allowed. Despite the demand 
of the Social Democrats to expropriate the land, the government incurred large loans (about 
£15 million) to/ay for it. Still, on the eve of the present war, about 70 per cent of all farms 
were under 12. acres. and there was a large number of agriculturallaborersJractically 
landless. The subdivision of the land into many small holdings im(!Cded technic progress, 
and the living conditions of the small peasants and laborers, espeoally in the eastern parts 
of the country, were low. See Edgar P. Young, C'{echoslo1J11ki11: Keystont of Pt«l 11nd Democr«y, 

.London, 1938, pp. 137-141. 
37. CzechoslovJlda before 1939 had a highly devdopcd agricultural co-operative move­

ment including numerous agricultural credit societies, co-operative dairies and breweries, 
other producers' co-o~ratives, building co-operatives, buyers' co-operatives, co-operatives 
for the collective use of machinery, and others. The Federation of Agricultural Cooperative· 
. Unions with headquarters in Prague had 11,454 constituent local and regional co-operative 
societies. Some 335 co-operative exchanges with a membership of 200,000 independent 
farmers sold over one billion tons of agricultural produce in 1935. • 

38. In 1934, the Czechoslovak Grain Company was established and was granted exclu­
sive rights to buy grain from farmers at fixed prices and to import and sell foreign grain 
and fodders. The executive committee of the Company was composed ofrepresentatives 
of agricultural and consumers· co-operatives, millers, and grain merchants. 
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tion" and government support. Equal attention is to be given also to 
''home industries" which have a long tradition in Czechoslovakia and 
which could be an important source of income and employment, 
especially if developed in connection with seasonal indust:ries and in 
areas where there is a supply of wholly or seasonally unemployed 
labor. 

However, Czechoslovakia neither wishes to, nor can become 
wholly self-sufficient. Before 1939 it was a highly industrialized 
country with a considerable export trade. 111 It had to import many of 
the raw materials for its industries, e.g., cotton, wool, iron ore, rub­
ber, petroleum, as well as many foodstuffs such as dairy products, 
coffee, tea, wines, fruits. To pay for these, as well as for other im­
ports, and for services obtained abroad, it exported a large part of its 
agricultural and industrial output and sought to develop its export 
markets by means of state credit guarantees, subsidies and other 
devices. In order to free itself from too great dependence on Germany 
and on Europe, Czechoslovakia made successful efforts in the decade 
before the present wa.r to readjust her industries to wider world 
markets and particularly to the American market. 40 With all due 
regard to the maintenance of an internal balance betWeen agriculture, 
industry, and the domestic market, the Czechoslovak government will 
do its best to develop export markets as far as necessary and possible .. 

In the field of social legislation, the Ministry of Reconstruction 
proposes to continue the ''advanced social policy of the First Repub-. 
lie.·' Before the war Czechoslovakia had developed accident, sickness 
and disability insurance, old-age pensions, provisions for child wel­
fare, maternity and special marriage grants for women, widows' 
pensions. These services were limited in scope and in amount of 
benefits. Out of a total of about 4,500,000 employed persons, only 
about 2,781,000 were covered by sickness insurance. There was no· 
system of unemployment insurance, the state granting only unem-

39. Some 35 per cent of the population, according to the census of 1930, were dependent 
on industry and handicrafts. Over 2,291,000 workers were industrial workers, of whom over 
121,000 were employed in the mining industry and its subsidiaries, about 270,000 in the 

·textile industry, about 150,000 in glass factories. Besides coal, glassware, cotton textiles, 
Czechoslovakia was an imponant producer and exponer of agricultural machinery, IJlOtor­
cars, electrical appliances, boots and shoes, chemical products, armaments. Other exports 
were processed loodstuffs, preserved fruits and vegetables, and beer. 

40. In 1929 Czechoslovakia exported to European countries 84.2 per cent of its entire 
expon; in 1936-76.7 per cent. Exports from CZechoslovakia to the United States were 
valued at $21.3 million in 1935 and rose to $37.1 million in 1937, in which year the United 
States became Czechoslovakia's second best market. See A. Basch, Gen~U~n.1'1 E&MUJmi& (A,.. 
fJ.IIIII 1j CttthoslfJ1lllkill, p. 8. 
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ployment assistance under the so-called Ghent system.u Many of the 
welfare services were still provided by private and charitable societies 
and the administr:ation of these services was far from efficient. It is to 
meet ,.these defects that the Ministry of Reconstruction promises to 
""intensify and perfect'" the social policy of the government and to 
eliminate the element of charity from the social services. 
, Czechoslovakia had also developed a system of collective industrial 

relations42 before 1939 an~a large body of protective labor legislation, 
including provisions for paid holidays, shop committees, compul· 
sory collective agreements, and labor courts. These and other protec· 
tive devices a~e to be further developed after the war. 

In brief, the Czechoslovak Ministry of Reconstruction visualizes a 
postwar Czechoslovakia which will resemble in essentials the pre· 
1939 Republic but whose trends of development will be more marked 
and accelerated. The country will exemplify the ideal of a ··social 
republic"' in which private profit and private interests exist, but are 
secondary, and in which the collectivist elements of the economy and 
of social life are allowed to grow steadily and peacefully. 

The experience of 1919-1939 has shown that this ideal is threatened 
by two dangers-industrial depressions and international conflicts. 
It is clear that a country like Czechoslovakia, dependent on export 
markets and situated in the heart of Europe, cannot cope with either 
problem alone. The Ministry of Reconstruction sketches a program of 
public works as a means to provide employment, especially during the 
transition from war to peace, but it has no specific scheme for assuring 
full employment. On the other hand, the spokesmen of the Czechosla. 
vak government have a number of specific proposals for regional and 
world organization, which, in their opinion, would guarantee security 
to all nations. u 

41. Under the Ghent system, support during unemployment is given by the trade onions 
to their members out of fees paid by them while employed. The union funds are supple· 
mented by state grants. The system left unorganized workers and especially young workers 
without rc:lic:l and caused great hardships. The importance of the problem may be judged 
from the fact that the number of unemployed ranged from 920,000 in 1933 to 518,000 in 
January 1938. 

42. In 1937, out of the total of 2,325,000 workers employed in industry and trade, over 
1,241,000 were members of trade onions. At the end of 1936, some 2,860 collective contracts 
were in force covering 45,500 establishments and about a million workers. The strength 
of th" unions was gready undermined because of their division into half a dozen or more 
rival Socialist, Communist, German, Czech, and other groups. See "Trade Unionism in 
Czechoslovakia,'' Czechoslovak Press Bureau, New York, 1943, reprinted from .A&t11 Vi&-
twianll, Victoria College, University of Toronto, March 1943. · 

43. See Eduard Bend, "The Organization of Post-War Europe,'' Fweign Aj!airs, January 
1942; Speet:hes of Jan MllsflfYk. in Ameri&a, Czechoslovak Informacion Service 1n New York, 
September 1942; President BeneJ• Speech lfJ the DMrham Miners, Czechoslovak Press Bureau, 
New York, November 27, 1942; aiso Hubert Ripka, Czechoslovak Minister of State, The 
Pro!J/1111 t~/ the Germans, Czechoslovak Press Bureau, New York, February 5, 1943. 
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b. POSTWAR PROBLEMS OF POLAND 

The 'Polish government-in-exile has a less elaborate organization for 
dealing with postwar reconstruction. The Ministry of Finance, Com­
merce and Industry is responsible for planning the economic ;econ­
struction of Poland, and has carried out a number of studies' on 
agriculture, housing, and foreign trade. The Ministry of Labor and 
Social Welfare is entrusted with the task of social reconstruction. It 
has set up a Social Reconstruction Department to draw up the lines of 
future policy with regard to population, food distribution, housing 
and social assistance. 44 · 

Poland's .Postwar problems are more complex than those of the 
other countries so far considered. The Nazi occupation of the country 
has resulted in great change; in its agricultural production, in the 
distribution of industrial plants and in the organization of the coal 
mining and oil industries. The population has been persecuted, ·sub- · 
jected to forced removals to Germany, reduced in numbers, weakened 

\ 

in physical strength. 45 Much destruction has been wrought and much 
more lies ahead if and when the German and Soviet armies begin again 
to move across the country in the final stages of the war. 

Poland is also burdened with a political and social record of 1919-
1939 which is a hurdle in its path of reconstruction. Whatever the 
causes, the fact is that during the twenty years be~een the two World 
Wars, Poland did not realize the expectations of those who helped to. 
re-establish her independence. It failed to solve most of the political 
and economic problems with which it was confronted. On the eve of 
the present war, political democracy in Poland had become a shadow 
and the country was ruled by a military clique. The relations between 
the .. minority groups" were strained and permeated with national 
antagonisms and racial prejudices. 46 The rural population was living 
on a low standard as a result of low productivity, surplus population, 
and concentration of landownership, while the land reforms provided 
for by law were carried out too slowly to meet the situatio.!J. 47 

44. International Labour Rwiew, November 1942, pp. SSo-581; March 1943, pp,_356-357. 
45. See Simon Segal, The New Order in Poland, New York, 1942. 
46. Of the total estimated population of about 35 million in 1939 over one third was 

composed of "minority groups" incl1.1ding over 3 million Ukrainians, about 2,750,000 Jews, 
about 1,220,000 Ruthenians, about one million White Russians, some 750,000 Germans, 
and several other groups. Some of these "minority groups" formed the majority of the 
population in some of the areas where. they were located, e.g., the Ukrainians in eastern 
Ga1icia, the White Russians in the northeastern regions. For conditions in Poland before 
1939, see Raymond Leslie Buell, Poland: Key to Europe, New York,1939. 

47. The Polish agrarian laws of 1920 and 1925 are less radical than similar legislation in 
other east European countries. The landowners are to be fully compensated for their land, 
may dispose of their land by private sale, and may appeal to the courts to pass on the valua-



144 POSTWAR PLANS 01' 'IBB UNl'IED NA'IlONS 

The efforts to develop industry had not made much headway owing 
to lack of native capital and inadequate international credit, u and the 
cities were filled with large numbers of unemployed and under­
employed workers. •• The social services-such as aid to the un­
employed, child welfare, etc.-could be provided by the government 
only on a small scale owing to budgetary difficulties.so 

The Polish government-in-exile recognizes that the fifst step 
towards postwar reconstruction is to break with the practices of 
1919-1939 and to make a fresh start. This has been done, in a measure, 
by giving representation in the present government in London to the 
several progressive political parties and to minority groups. 111 

A Charter for Poland 
The other task is to formulate anew the principles on which a demo­

cratic Poland may be built. A step in this direction was taken when 
General Sikorski, the Prime Minister of Poland, in opening the session 
of the Polish Council82 on February 24, 1942, laid down, on behal£ of 
the g.overnment, the gen~al principles by which the postwar policy 
of Poland was to be guided, as follows: 

1. Poland will stand by Christian principles and culture. 
2. The Polish Republic will be a democratic republican state closely con-

don of land. This and the political influence of the landed classes has blunted the edge of 
the purposes for which the land reform was intended. In 1931, after teo years of the opera­
tion of the law, there were in Poland 741,000 .. dwarf" farms of less than 2 hectares; 1,136,200 
.farms of 2 to 5 hectares, and 14,700 farms of 50 hectares or more. The large farms had over 
4,606,000 hectares, or about 15 per cent of the land suitable for cultivation. Between 1931 
and 1938, some 243,000 new farms were created with a total acreage of about 2 million, 
or an·average of less than 4 acres per farm. It was estimated before the present war that 
about 65 per cent of the active population was engaged in agriculture, and that from 2 to 
3 million peasants could not make a living from agriculture. Also, the application of the 
land laws aggravated friction with the minority groups, especially the Uli.:rainianll in East 
Galicia who claimed that the large estates were divided and distributed in such a way as 
to promote Polish colonization. 

~. See Leopold Wellisz, Foreig11 Ci~pilal ;, PolanJ, London, 1938. 
49. Sec Worlws' Nutrition 11nJ Socifl1 Policy, International Labour Office, 1936; and Tht 

Workws' StflnJarJ of LitJing,lnternational Labour Office, Geneva, 1938, pp. 75-82. Before 1939, 
Poland's national income was about $4 billion a year, or about $115 per capita. After 1936, 
the Polish government embarked on a program of industrial devdopment connected in part 
with rearmament. It is recognized that industrialization must be resumed after the war and 
that the domestic market must play a large part in taking the products which an expand­
ing industry may supply. Still, Polish leaders are concerned a great deal with the problem 
of foreign markets after the war. 

50. See Workmens' Protection Legisatio11 in PolflnJ, Preface by Jan Stanczyk, Polish Minister 
of Labor, Congress of Polish Trade Unions, London, 1941. 

51. The parties of the Left before 1939 were the Peasant Party, the Polish Socialist 
Party, the Democratic Club, the Jewish Socialist Party (the Bond); the parties of the Right 
were the Polish Labor Party, which is nationalistic, Catholic and anti-Semitic; the National 
Democrats, who were also anti-Semitic, and the National Radicals, who bordered on fas­
cism. The minority groups had parties of their own. 

52. See ··The Polish Council and the Charter of Poland," Tht lnter-AllieJ R.ttJiew, March 15, 
1942, pp. 60-62; also Gmwal Sikorski's Speeches Jllf'ing his tJisit tfJ thl UniteJ Statu in Dectmbw 
194Z, Polish Information Center, New York, 1942; also Broadcast by Edward Raczynski, 
Polish Minister of Foreign Affairs, quoted in Tht Inter-AltieJ R.lview, March 15, 1942, pp. 59-®. 
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forming to the principles of legal government, responsible to a true national 
assembly fully rerresentative of the common will of the people and elected 
by the method o general equal and direct secret vote. 

3. Poland will guarantee the rights and liberties of all citizens loyal to the 
Republic, regardless of national, religious or racial differences. Coupled with 
equality of obligations, equality of rights will be assured to national minori­
ties fulfilling their civic duties towards the state. They will be given the 
possibility of free political, cultural and social development. 

4. Postwar Poland will endeavor to ensure work and a fair livelihood to 
the whole porulation, thereby removing once and for all from her territory 
the scourge o unemployment. Ev:ery citizen wm possess the right, as well as 
the duty, to work, while retaining choice of occupation. The national eco­
nomic rolicy will be guided by this principle. It will be subordinated to the 
genera principles conforming with the necessity of planned postwar recon­
struction and of industrial development and the mobilization of all productive 
forces vital to the general welfare. Sound agricultural reform, ensuring the 
just partition of land amongst the peasant population, should, with the 
exception of a limited number of moael and experimental farms, create me-. 
dium-sized but independent, profitable and productive farms, husbanded as a 
rule by the farmer's household. On the basis of these legislative, political; 
economic and social principles, it is ·proposed to raise the standard of life of. 
the working masses, peasants, workers and intellectual professions and assure 
to them their rightful co-operation in_ the development of the national 
~~- . \ \ 

5. The Polish nation will make every effort to attain in the shortest pos­
sible time the economic level of the western European countries, and it desires 
to collaborate in this respect with other democratic nations. 

6. The spirit of self-sacrifice and of patriotism, as well as· sound political 
judgment ... demand that the whole public life of Poland be base~. ripon the 
mitiative and activities of the community itself. In particular, the largest 
possible measure of public affairs should be left to the free administration and 
decision of local, economic and professional self-governments; · . · 

7. Poland will/ossess a strong and efficient executive power, capable of 
taking speedy an determined action to frustrate any intentions hostile· to 
Poland, and of rallying in times of danger all the vital forces of the coun~y:. 

The Polish government is pledged to work out detailed projects for 
economic and political reconstruction which would apply in a prac­
tical way the principles formulated above. So far, however, no 
concrete proposals have been made public. 

Program for a People's Poland 
Whatever projects are developed in I.pndon, the Polish government 

must deal with the currents of thought in Poland itself. Despite Nazi 
occupation, Polish political groups are continuing their activities 
underground. The traditions of underground revolutionary move­
ments were not entirely extinct in Poland before 1939, and the Nazi 
terror merely helped to revive them. 

Within recent months, the leaders of this movement smuggled out 
of the country a plan for postwar reorganization. The plan favors a 
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democratic republic, a redistribution of land and measures for indus­
trial socialization, in line with the policies advocated by the Polish 
Left parties before 1939. The main points of this "Program for a 
People's Poland''' are as follows: 

(1). Political 

1. A. republican and democratic constitution guaranteeing the necessary 
stability Of the state and assuring the right of all citizens to exercise adequate 
influence upon the selection of the supreme authorities of the nation and upon 
their policies. Such influence should be exercised through a parliament, 
democratically elected and restored to its dignity, as well as through general 
referendum and the right of popular initiative. · 

2. A broad local self-government should be supplemented by self-governing 
professional organizations, and by the autonomous administration of social 
securit[ agencies and of scientific institutions. Labor unions, both of manual 
and o professional workers, as well as management organizations and 
co-operative societies, while retaining a full measure of internal autonomy, 
will De: given their definite place in the general organizational scheme of the 
Republic. 

3. Freedom of expression, and the ri~ht to organize political, social, and 
cultural activities on a democratic and 1nde)?Cndent basis. 

· 4. Equalization of opportunity for all_cit1zens of the Republic through the 
establishment of universal free education and unrestrictea access to cUlture 
and higher education. 

5. Eq,ual rights for all loyal citizens of the Republic regardless of religion 
and nat1onal origin. 

6. The German population which settled on Polish soil in order to promote 
the Germanization oi Poland, will be returned to Germany ...• Permission 
to remain in Poland should be granted only to those citizens of German origin 
who have given active proof of their devotion and loyalty to the Polish state, 
particularly during the present war and the Nazi occupation. 

7. A thorough reorganization of the social system will eliminate the eco­
nomic basis.for the antagonisms between national groups. This will especially 
affect the Jewish problem. • •• 

8. The Polish Republic will be a member of the Union of Free European 
Peoples. In that Union, the Polish Republic will strive to promote a maximum 
of cohesion and a federal authority sufficiently powerful to safeguard the 
United Peoples from external aggression, and to suppress all attempts to 
create internal dissension through excessive nationalism. 

. ' 

(2). Economic and Social 

1. A just redistribution of national income .•. 
2. The realization of the ideal of social justice through the socialization of 

certain sectors of economic life and through the greatest possible reduction 
of the inequalities of _p:operty and income within those sectors of the economy 
which remain unsoc1alized. 

3. The establishment of labor as the only title to a share in national in­
come. 
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4. The new social order will be based essentially on the freedom, independ­
ence, and social adjustment of every individual. It will thus be truly demo­
cratic, both in its political and economic organization ... In the process of 
nationalization, organized groups, such as local communities and co-opera­
tive societies, will assume the various functions within the nationalized sector 
of the economy. Farmers' co-operatives and consumers' co-operatives will be 
an important component of the future economic order and will enjoy full state 
support. The collectively owned public utilities will also have an important 
place in the future economic life of the nation . . . 

5. Social security will be expanded both in the cities and in the country-
side. 1 

. 

6. Economic development will be planned. The plan will determine the 
directions and goals of economic activities and define the parts to be played 
by the various elements of production and distribution .... 63 

The .. underground plan .. was submitted to the Polish Council in 
London by the representatives of the Polish Socialist Party and the· 
Polish Peasant Party who are members of the Council. Its adoption 
by the present Council is problematical. 

C. YUGOSLAVIA AND GREECE 

The Yugoslav government in London maintains a Post-War.Recon­
struction Committee. It is composed of five members and is under the 
joint supervision of the Ministry of Finance and of the Ministry of 
Food and Supply.u 

Postwar planning for Yugoslavia is hampered not only by the 
effects of Nazi occupation but by conflicts in anti-Nazi ranks. The 
Germans have divided the country politically by incorporating 
Slovenia into the German Reich, by setting up Croatia as an inde­
pendent state under Italian auspices, and by subdividing other parts 
of the country. They have changed agricultural and industrial condi- , 
tions so as to increase the supply of foodstUffs and minerals to Ger~ 
many. And they have redirected the trade of Yugoslavia entirely 
within the orbit of Germany's markets. 

The present split of the anti-Nazi forces in Yugoslavia is not" only 
political but social. It must affect all plans for the future reorganiza­
tion of the country. 

Greece 
The Greek government in London has set up a special agency, under 

the supervision of the Minister of Labor, to study the economic and 
social problems which will arise in Greece at the end of hostilities. 65 

53. Program /Of' 11 People's Poland, Polish Labor Group, New York, 1942. 
54. International Lahout' Rtview, April 1942. 
55. Ibid., May 1942. 
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Postwar planning for Greece is entirely overshadowed by the dire 
condition of the people, large numbers of whom arc starving or on the 
verge of starvation. The problems of supplying food and of rehabilita­
tion immediately after the war will be of first importance. 

The Greek government-in-exile considers it has an obligation to 
resign its present mandate as soon as it returns to Athens after the 
liberation of Greece, in order that a new government may be formed, 
representative of all the political and social currents of the nation. All 
national forces, whether formed into parties or as organizations 
which have contributed to the liberation of Greece during the occu-· 
pation and the struggle for freedom, will have a voice in the election 
of this new govcmment.11 

The political parties in Greece which were in opposition to the 
government of King George II before 1939, have their own plans for 
the immediate postwar period. In May 1942, these parties, with the 
exception of the Communists, drew up a statement which gave the 
. conditions on which a provisional government is to be formed in 
Greece at the end of the war. According to this statement, only one· 
member of the present government-in-exile in London will be asked 
to be a member of such provisional government. The other members 
will be drawn from the highest nonpolitical officials of the state. The 
provisional government will call a constitutional convention to 
determine whether Greece is to be a monarchy or a republic. 17 

The economic and social principles on which domestic policy is to 
be based in Yugoslavia or Greece arc still to be defined. 

4. PLANS FOR EcoNoMic REGIONALISM 

The countries of central and eastern Europe differ from each other 
in many ways. They are inhabfted by some fifteen ethnic groups each 
of which has its own language, historical traditions, and ·a sense of 
distinctiveness.11 Some of these countries-· Hungary, Rumania and 
Bulgaria-are on the side of the Axis powers, while the others have 
been occupied by Germany forcibly. 

These countries have, however, features in common which have 
given rise to recurrent proposals for some sort of union among 

56. Thl United N111ion.1 Rtview, February 15, 1943, p. 65. 
. 57. The Statement of May 1942 is reported by Colonel Sophokles Venizelos in CDmmDn 

Sense, April 1943. 
58. Such are the Czechs, Slovaks, Poles, Croats, Serbs, Slovenes, Ruthenians, Magyars, 

etc. Sec Joseph Hanc, E11.rtm1 E•DJI 11ndth1 United Stllfes, W odd Peace Foundation, Boston, 
1942. 
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them. One is-that these countries are situated between Gei:many 
and Russia. This fact has been the basis of various \attempts in the 
past to use them, singly and jointly, as a buffer against either the 
East or the West. Suggestions that they play a similar role in the 
future are not lacking today. 

Furthermore these countries are agricultural in character and their 
social-economic structure is based on the peasantry. With the excep­
tion of Czechoslovakia, where the proportion of the working popula­
tion in agricultme is about 35 per cent, the countries of this region 
have an active agricultural population which ranges from 50 to 80 
per cent of those gainfully occupied. , 

The conditions of the peasantry in these lands are in many ways 
alike. With some local modifications, the peasant farmers of these 
several countries are largely subsistence farmers producing their own 
food and selling relatively small portions of their output in local and 
European markets. Farms are generally small, yields relatively low, 
working capital inadequate. The system of farming is far from modern, 
and the annual population increase is relatively large. The result is a 
surplus farm population and low standards of living. 

All the countries in this region are trying to remedy the situation 
by more or less the same methods. They propose to give more land to 
the peasants, to consolidate. peasant holdings, to modernize 'agricul­
tural techniques, to advance the farmer's credit, and to develop 
industries to absorb surplus farmers. In pursuing these methods, these 
countries must become, in large measure, competitors and rivals for 
foreign capital and foreign markets. 

Such a postwar development does not augur well for the peace or · 
welfare of the region. It is claimed that the dangers can be obviated by 
economic union in one form or another. Taken together, the countries 
of this entire belt of Europe have a population of about 100 million. 
Even if limited to the countries on the side of the United Nations,. the, 
region had before 1939 from 60 to 70 million people. Here is a large 
enough area and population, it is claimed, to maintain a program of 
economic development on a high level-if the policies of' the separate 
countries could only be unified and directed towards a common 
purpose. 

The official effort to solve the problems of central and eastern 
Europe through greater regional unity is exemplified. in the Polish­
Czechoslovak Declaration of January 25, 1942 and in the Greek­
Yugoslav Agreement of January 15, 1942. The former projected .a 
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postwar Confederation of Czechoslovakia and Poland; the latter, a 
postwar Balkan Union. The purpose of both declarations is to bring 
about common action of the two federations in matters of defense, 
foreign affairs, monetary and tariff policies, the development of 
transportation, and social policies. Both contemplate the creation of 
a customs union. n 

While hailed at first as a great step forward, these declarations have 
lost much o£ their practical importance in recent months. The ties 
be~een the Czechs and the Poles were sundered .by the territorial 
issues raised by Soviet Russia. Serbs and Greeks drifted apart as a 
result of Balkan political problems. 

Unofficial proposals for greater unity in this region are many. One 
stems from the representatives of the peasant parties in these countries 
who are now in exile. Before 1939, the peasant parties and farmers' 
organizations o£ Europe had an interi;tational organization with head­
quarters in Paris, popularly known as .. The Green International.'' A 
number of former leaders of this International have put forth what 
they call a ••peasant Charter for Eastern Europe." This charter con­
tains the agrarian demands made by the peasant parties in the separate 
countries. These arc to be achieved by common action of the countries 
of the region. n 

Another type of unofficial proposal for regional unity_ is based on 
the assumption that a common effort to raise the living standards of 
the pepple is the best approach to the problem. The key to the whole 
situation is seen in a common program of industrialization. A series of· 
large industrial projects at strategic points is proposed in the region 
to improve agricultural production and give employment to persons 
no longer needed on the farms. 

The Tennessee Valley Authority (the TV A) is cited as a model for 
such a procedure. A ""TV A on the Danube'; is the popular phrase for 
this type of proposal. It is suggested that hydroelectric power,.which 
is of great importance in many parts of this region, could be made the 
basis of many large industrial developments based on mineral and 
other resources. 

It is proposed that the economic development of the region be 
planned as a unit, so that the resources and the labor of the different 

59. The text of these declarations is reprinted in ''United Nations Agreements and 
Documents.'' Bulletin of tlJI Commission tfl Stt~Jy thl Organi'{ation of Pl«t, July 1942. 

60. For text of Charter, sec L Feierabcnd, "'Peasant Programme," Th1 Cmtral E.r11pean 
Olmr11w, July 31, 1942; also, Nicholas Mirkovich., Yt~goslafl Portwf# R.tconrtrtKtion Pt~pers, 
Vol. I, No.1, New York, 1942. 
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countries could be used more effectively, and that the undertaking be 
organized by an interna~ional agency so that it may obtain the neces­
sary credits abroad. The interest of western Europe and the United 
States in such a unified development is solicit~d on the grounds tha1 
it offers an outlet for their capital and technical skill and am~ans oJ 
stabilizing the economic and political life of Europe and,. indirectly: 
of the rest of the world. · · 



Chapter? 

NATIONAL PLANS IN LATIN AMERICA 

Otr THB TWENTY republics south of the Rio Grande, nine signed the 
United Nations Joint Declaration of January 1, 1942, pledging their 
military and economic resources in the war against the Axis Powers 
and their support of the Atlantic Charter. 1 These nine countries in­
clude the Central American republics-Guatemala, El Salvador, 
Honduras, Nicaragua, Costa Rica and Panama-and the West Indies 
nations of Cuba, the Dominican Republic and Haiti. On June 5, 1942, 
Mexico gave its adherence to the Declaration. Since then, Brazil and 
Bolivia have declared war on the Axis Powers while seven others­
Venezuela, Colombia, Ecuador, Peru, Paraguay, Uruguay and Chile­
have broken off diplomatic relations with these Powers. Argentina 
alone has maintained relations with the Axis Powers, though on a 
basis of ""benevolent neutrality" towards the United Nations. 

In a strict sense, only the twelve countries at war with the Axis 
Powers should come within the purview of the present study. Such a 
limitation is not justified, however, in view of the special conditions 
which have affected the actions of the South American republics. Also, 
there are many common ~lements in the postwar outlook of all Latin 
American countries, and it is shaped by closely interacting factors. 
It is more realistic to consider all Latin American countries, regardless 
of their position in the war. 

In most countries of Latin America the war has accentuated 
economic trends and ideas which had been developing for some time 
before 1939. Also, despite the many differences in the economic and 
social structure of the republics, these trends and ideas have important 
elements in comnion which give a unity to all the basic Latin Ameri­
can problems. These general features in the light of the pre-1939 
planning in Latin America will give the proper perspective for the 
postwar plans of these countries. 

1. NATIONAL PLANNING BEFORE 1939 

Despite differences in size, resources, population, and historic back­
grounds the Latin American countries centered their attention before 

1. For reprint of this document sec Bulletin of th1 C1mmission 11 Stt~d.J th1 Org11ni~tion of 
P11K1, July1942, VoL 11, No. 7. 
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1939 on certain common ptoblems and objectives and adopted more or 
less similar methods of action. During the two decades before the 
present war most, if not all, Latin American countries wert trying to 
reshape their social-economic institutions along new lines. For a 
century or so before the First World War, most Latin American 
countries had adjusted their economic structures ~nd' social concepts 
to a system of world economy based on the relatively free movement 
of goods, capital and people. But, as the heritage of that period was 
to perpetuate poverty and inequalities between developed and 
"backward" countries and to keep Latin America in a • state of 
··colonial" economy, the desire for radical social-economic changes 
became more pronounced and insistent. 

a. NEW OBJECTIVES AND ATTITUDES2 

Significant changes in policy took place in Latin America in: the· 
two decades before 1939, and especially after 1929. In the first place, 
most of these countries, from the Rio Grande to the Straits of 
Magellan, set out more definitely and vigorously to develop their 
natural resources and to increase national income. Many of these 
countries are in large measure virgin soil .. Some. of them have wide 
stretches of fertile land which has not been brought under cultivation_ 
or which has been inadequately used. They ar~ also endowed with 
mineral deposits and with a capacity for producing raw materials of. 
various kinds which are awaiting development. . 

The exploitation of these resources has been hampered and delayed 
by the physical difficulties of exploration and utilizatio~ drie tb· 
natural obstacles, lack of means of communication, sparsity of popu­
lation, inadequacy of technical preparation, and poverty of capital 
equipment. Even within the long-settled and more or less developed 
areas, a more rapid development of economic activities collld be· 
stimulated by providing a greater supply of facilities for transporta­
tion and community living as well as by a better mobilization of 
available technical and financial resources·. 

Latin American governments also set themselves to free their 
economic life from excessive dependence on the exports of a few com­
modities, coffee or sugar, wheat or cacao, copper or tin. When the 
present war broke out, Central and South America were. producing 

2. This section is largely a condensation of part of the study by Lewis L. Lorwin, National 
Planning in Selected Countries, National Resources Planning Board, Washington, August 
1941. . 
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about $5 billion worth of goods, over a third of which was exported. 
Half of these exports were agricultural products. 

Even before 1914 some of the Latin American countries had periodic 
misgivings as to the economic and social effects of their extraordinary 
reliance on world markets for one or two staple export products. 
The collapse of a·gricultural and raw material prices during 1929-1932 
brought the situation to a head. Agricultural diversification and 

:greater industrialization began to dominate thinking on this subject. 
The governments of the Latin American countries began making 
decided efforts in the agricultural field. · 

On the one hand, this effort aimed to increase, where possible, 
the number of exportable commodities. Argentina promoted the 
cultivation of fruits; Brazil, cotton and oranges; Ecuador, bananas; 
Paraguay, cotton, and so on. Another aim was to grow locally more 
of the foodstuffs consumed within a country, such as rice, beans, 
wheat, vegetables, and fruits, and so to effect a substantial transfer 
of activity from staple export' crops, which were in danger of over­
production, to subsidiary crops which could serve local needs. 

Agricultural diversification was combined in some of th.e Latin 
American countries with agrarian reforms whose purpose was either 
to develop a landowning farming class or to create a new system of 
co-operative and collective land tenure. The two policies were not 
always interrelated. In some countries, e.g., Colombia or Brazil, 
diversification was not associated with changes in land tenure. In 
other countries, of which Mexico is the most notable example, the 
reconstruction of agrarian relations was undertaken for its own sake. 
As its adverse effects on exports became evident, an effort was also 
made to free the agrarian economy to some extent from dependence 
on world markets by giving it greater diversity. 
~Both agrarian reform and agricultural diversification raised prob­
lems of governmental land planning. The governments of several of 
the countries undertook to study problems of better land use, and 
adopted measures to aid farmers in the improvement of their land and 
crops as well as in the extension of the area of cultivable land by ir­
rigation schemes, land surveys, and other means. 

Latin American policies were· also aimed to promote home in­
dustries and to achieve greater industrialization. A number of in­
dustries had begun to develop in some Latin American countries about 
the turn of the century, but it was the World War of 1914-1918 that 
gave industrialization its first general impulse. The difficulties of 
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obtaining manufactured goods from Europe stimulated the production 
of many articles at home. By reducing the capacity of Latin America 
to pay for imports, the great depression of 1929-1932 accentuated 
this tendency. To these influences were added social motives such 
as the desire to build up a more stable social system and to increase the 
purchasing power of the masses. 8 · 

During 1929-1939 the governments of most Latin American coun~ 
tries set themselves the task of promoting home i.ndustries.by means 
of tariffs, import quotas, exchange controls, subsidies to manu 
facturers, or by direct public financing. The industries encourage 
were textiles, leather goods, foods, building materials, toys, pharma­
ceutical articles, and similar consumption goods industries. In a. few 
cases governments attempted to promote also heavy industry, e.g., 
the iron and steel industry of Brazil. One of the features of the govern­
mental policy was to stimulate industries based on the use of home-
produced raw materials. · 

In general, the governments of Latin America tried to encourage 
small-scale private businesses. This was true even. of Mexico, where, in 
accordance with the predominant social outlook, the main effort.was 
to develop co-operative enterprises.' Thus, the Banco National Ohrero 
de Fdmento Industrial was founded in Mexico to finance 'workers'( 
syndicates, small industrialists, and merchants. A similar institution 
was created in Venezuela to-provide financial aid at low interest rates 
to small domestic industries. 

The results of this process of governmentally stimulated indus­
trialization were considerable. Many manufacturing plants and enter­
prises were established or further developed with the direct or indirect· 
aid of the governments of the different countries. 

Many Latin American countries made an effort to bring economic 
activities under national control and to give them d more independent' 
national character. Governments tended to require substantial na­
tional representation on the boards of foreign concerns, to establish 
native industries by direct government intervention, and to train 
national technicians and experts. Some governments tended to take a 
direct part in business either by setting up their own concerns or by 
nationalizing existing foreign ones. This policy was exemplified by 
Mexico, where the law of March 1937 authorized the Federal Pe-

3. Frank E. Williams, "Economic Diversification in Latin America," Annals of the Amer;.. 
tan Atademy of Politital and Sotial Science, September 1940, p. 150. 

4. Uruguay is an exception. It has consistendy sponsored the growth of large-scale 
government-owned or government-controlled monopolies. . 
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ttoleum Company to develop the petroleum industry .. for the benefit 
of the national economy."· . , 

Examples could be found in several other countries. The Argentine 
government took over the British section of the Trans-Andean Rail· 
way.• Argentina also developed a government petroleum industry 
which in 1937 produced nearly half of the total national crude 
output.• Brazil's largest steamship company, the lloyd Brasiliero, 
became an integral part of the Ministry of Transport and Public 
Works.' The port works at La Guaira, Venezuela"s chief port, for· 
merly owned by a. British enterprise, were bought by the Venezuelan 
government. Chile, Bolivia., and Uruguay took steps to bring under 
national control, in one way or another, the petroleum and other 
mining industries, public utilities, and other industries basic to 
national welfare. 

Closely related to this tendency was the new attitude towards 
foreign capital and foreign investors. In the two or three decades 
before 1939, much capital had been placed in Latin America by Ameri­
can, British, French, and other investors. On the eve of the present 
war, American corporations and individual investors had some $4 
'billion in Latin American countries, and British investments 
amounted to over $3.5 billion. In the course of the years, the foreign 
capitalists had done much to develop the countries of Latin America. 
They had built railroads in Mexico, opened up silver, gold, copper and 
tin mines in Mexico, Peru, Chile, and Bolivia, constructed big packing 
plants in Argentina and Uruguay, and developed sugar, coffee, and 
banana plantations in Cuba, Brazil, Ecuador, and Central America. 

Foreign investments undoubtedly helped to increase the wealth of 
Latin Americaq countries and to improve the living conditions of 
large numbers of people. But loans were often made to governments on 
stiff terms and for wasteful purposes, thus burdening the country with 
debts which it was hard to pay. The governments also often felt help­
less before the foreign corporations because the latter could make 
trouble either by closing down their plants and creating unemploy­
ment or by supporting political opposition. Foreign corporations 
and their local managers had but little interest in the social devel­
opment of the country in which they lived and industrial and social 

S. E. R. Lingeman, Rlport on &onomi& t~nJ Commerrifll Conditions in th1 bgmtim Rlpt~Ui&, 
Jt~m1937, U.K. Department of Overseas Trade, 1937, p. 17. 

6. Ct~mfJ'Uffifll Pt~n A1'11Wkfl, No. 79, December 1938, p. 14. 
7. E. M. Harvey and W. G. Bruzuad, &purl on &onomi& t~nJ ComfJ'Uffifll Conditions in Brt~'f.}l, 

1937. U. L Department of Overseas Trade,1938, p.126. 
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relations between the foreign companies and their workers were often 
strained. Also, the economic development which resulted from for­
eign investments was lopsided. Great plant~tions of sugar, coffee, ca-. 
cao, etc., were built up which poured their products into a world mar­
ket which at times expanded and then became glutted. The industries 
suffered from wide price fluctuations and uncertainty, a9d were. sub­
ject to periodic depressions. The system of monoculture-of cultivat-. 
ing one. or two special crops for export-made these countries en­
tirely too dependent on world markets and international finance. 

Small groups in the Latin American countries shared in the new 
wealth which .was created by foreign investors and some of it trickled 
down to the middle classes, whose standards of living were improved, 
though they were far below those of other countries. The lab<?rers on 
the plantations were sunk in debt and illiteracy. Government revenues 
fluctuated greatly and when depressions set in, as after !929, govetn­
ments as well as private firms found it impossible to pay either interest 
due on their foreign debts or pay off some of the principal. Shortly 
before the war, from one half to two thirds of American loans made. 
to governments and corporations in Latin America were in default, 
creating much bad feeling between debtors and creditors. 

In consequence of these developments Latin Americans began to 
emphasize the need for a rational and planful use of native and foreign 
capital more independent 9f foreign corporate dominance,' and· with 
greater national self-direction. The Latin Americans were willing to 
let foreign capitalists make ,reasonable profits in their countries, 
provided the countries themselves benefited permanently by 'the 
process. They did not wish to have the mines exhausted, their soil 
depleted and their people "exploited." A greater sense of national 
dignity arose, and a desire to be not only politically but economica~ly 
free from foreign domination. . 

The planning movement in Latin America sought also to improve\ 
the living conditions of the mass of the people. While conditions 
differ in these countries, in most of them the mass of the people live 
at very low levels. The total of the national incomes of all twenty 
Latin American countries was estimated in recent years at about $15 
billion. In other words, though the population of all Latin American 
countries is about 120 million, or nearly that of the United. States; 
their combined income befo~e 1939 was less than one fourth that of· 
the United States. More than half of the Latin American population, 
according to estimates before 1939, lived on family incomel of about 
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$100 a year, and only a very small proportion had as much as $1,000 
a year.• 

Translated into human terms, these figures mean that the vast 
majority of the-population in Latin. America i\ undernourished, that 
large numbers suffer from deficiency diseases, that housing conditions 
are primitive, that elementary facilities for a cultural life are lacking 
in large parts of the are:, and that a considerable proportion of the 
people (estimated from 20 to 60 per cent for the different countries) 
is illiterate. Conditions are particularly bad among agricultural 
laborers and small farmers, but even the better paid industrial work­
ers in the cities are below a minimum standard of living as determined 
by the authorities of their respective countries. 1 

The Latin Americans insist that such low levels are wholly un­
justified in view of the natural resources which they possess and of 
the economic values which they could create by a proper application 
of labor and capital. Between 1933 and 1939, one country after 

!another passed social legislation on behalf of the industrial and agri­
cultural workers and adopted measures to improve health, nutrition, 
and housing conditions. 

b. PLANNING METHODS AND AGENCIES 

The national planning activities differed considerably in scope and 
con:tenr.-I.a"'Somc....ccuntrics integral plans·were·formulated for the 

""development of natural resources and for the reconstruction of soci~l­
economic life. Such were the First and Second Six-Year Plans of 
Mexico, the Three-Year Plan of Cuba, the National Industrialization 
Plan of Colombia, and the Three-Year Plan of Venezuela. In other 
countries, e.g., Chile, Bolivia, arid Ecuador, special agencies called 
national economic councils or national development corporations 
were established to consider partial plans for the development of the 
national economy. Most Latin American countries took emergency 
measures to combat the effects of the depression of 1929-1932 and to 
stimulate recovery by controlling output, prices, currency and trade. 1 0 

Integral planning in Latin America, as in other countries, has 
found expression in programs of a liberal business, "New Deal" 

8. Joseph C. Rovensky and A~ W. Patterson, ••Problems and Opportunities in Hemisphere 
Economic Development," Llw 11nJ ContemportWY ProblemJ, School of Law, Duke University, 
Durham, North Carolina. 

9. See R.eport of the Direaor of th1 Intem~Jtion~Jl L~Jhow Office, Second Conference of American 
States Members of the ILO, Geneva, 1939, pp. 37-52. 

10. Fori more detailed discussion of these developments see Lewis L Lorwin, N11tion11l 
Pl11nning in Selected CountrieJ, Part IV. 
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reformist, corporative, and socialistic character. Mexico exemplifies 
the more radical type of integral planning. The First Six-Year 

·Plan of Mexico (1934-1940) outlined a new social system for Mexico 
and indicated a series.of legislative measures to establish it. This 
Six-Year Plan, which attracted ·world-wide attention, included re­
organization of the land system on the basis of co-operative owner­
ship and operation (the Ejido), the nationalization 'of natural re:­
sources other than land (oil and other minerals), and industrial legis­
lation which aimed to give organized labor economic equality with 
employers. In addition to these features, the First Six-Year Plan 
contained far-reaching proposals for the reorganization of industrial, 
educational, and health institUtions which would transform Mexico 
into an advanced social-democratic state. 

The outstanding proposal for corporative planning was made in 
Brazil. Article 13 of the new constitution adopted in 1937 provided 
for the establishment of a National Economic Council which was ""to 
promote the corporative organization of the national economy.'" 

The philosophy underlying these provisions was summarized in 
Article 135 as follows: ··1n private initiative, in the power of the 
individual to create, to org~nize, and to invent, exercised within the 
limits of the public weUare, lie the wealth and prosperity of the 
Nation. The intervention of the State in the economic field is only 
legitimate when necessary to supply the deficiency of private initia­
tive, and to co-ordinate the factors of production in such a manner 
as to avoid or resolve their coriflicts, and to introduce into the play 
of individual competition the idea of the .national interest, repre­
sented by the State.'" 

In further elaboration of the corporative idea, Article 1.40 provided 
that ""production shall be organized into corporations and these, as 
entities representative of the forces of national labor, placed under 
the aid and protection of the State, are organs of the State and shall 
exercise functions delegated by the public power. • • Though no steps 
were taken to put the corporative plan into full operation, the idea 
has lingered in Brazil where it has been re-enforced by the example ~f 
corporative planning in Portugal. 

What may be called the "'New Deal'" type ofplanning was pro-. 
jected on several occasions in Cuba after the change of government 
in 1933. Mter the overthrow of Machado, President Grau San Martin 
took .the first step, by sponsoring a series of measures to stten"gthen 
the position of labor, spread employment and raise wages, to extend 
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the influence of the government in the economic life of the country, 
and especially to extend governmental control over public utilities. 
The adoption of the Three-Year Plan in 1937 was a more decided 
attempt in this direction. Among other things, this plan provided 
for a national bank, tax reforms, co-ordination of the sugar industry, 
protection of farmers and distribution of lands, expansion of the 

·agricultural industry, old-age insurance, and a progressive tax on 
large uncultivated landholdings, the revenue to be used to finance 
the distribution of the land among Cubans.u 

Essentially "'New Dear· in character was the economic program 
adopted by the popular front government of Chile in 1938. The plan 
called for an .. immediate improvement of the standard of living and 
working conditions of the' laboring classes through agrarian reform, 
minimum wages, state regulation of rents, construction of sanitary 
workers' dwellings, regulation of hours of work, and strict enforce­
ment of existing social legislation. • •u The Corporation for the Promo­
tion of Industry (the Fomento Corporation) was set up to devise and 
carry out practical measures with these ends in view. 

The Three-Y car Plan of Venezuela adopted in 1938 and theN ational 
Industrialization Plan of Colombia are ~xamples of liberal business 
planning. They emphasize the development· of the national economy 
within the existing framework. A large part of the Venezuelan Three­
Year ·:Administrative Plan" is devoted to an enumeration of specific 
public works whereby the country could improve its system of com­
munications and its sanitary conditions. 

Paftial.and emergency: planning developed to cope with a peculiar 
feature of Latin American economy-the tendency to overproduce one 
or another export commodity on whose price in the wprld market the 
c~!!I~cially depends. The purpose of this planning was to reg\1~ 
late the output"llnd·marketing of these commodities so as to secure a 
profitable price to producers. Examples arc the regulatory boards set 
up in Argentina, Uruguay and elsewhere to fix prices for wheat, corn, 
linseed, meat, etc., and the exchange control boards. 

~
Planning procedures in Latin America have been, in general, similar 

o those in other countries. Chief among these are public works, state 
. atd to agriculture (in the form of relief to farmers, direct payments, 
reduction of indebtedness, credit at low interest rates, improved 
marketing facilities), guaranteed minimum prices for specific corn-

u. E&tm(Jmie R.l11il111 of Fw1ign Countrils, U.S. Department of Commerce, Bureau of Foreign 
and Domestic Commerce, Washington, 1937, p. 187. 

12. &on(Jmie R.l11ie111 of Frweign CIJuntrus, 1938, p. 152. 
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modities (wheat, linseed, etc.), state aid to industry (through tech­
nical research, direct subsidies, protective tariffs, import quotas, and 
public financing), exchange controls, and the public financing of social 
serv1ces. 

To execute these plans, various agencies were created in the several 
Latin American countries before 1939. Some have general advisory or 
co-ordinating powers, while others have more specific administrative, 
regulatory or developmental functions. These agencies also differ in 
the degree to which they are based on the principle of representation 
or of executive appointment. It is impossible to describe here in detail 
the agencies developed in each country before 1939, but the table 
on pp. 162-163 gives a summary of their scope and main features. 11 

2. WARTIME DEVELOPMENTS AND PosTWAR PLANs 

When the war broke out in 1939, most, if not all, Latin American 
countries had formulated plans and programs which they were en­
deavoring to carry out. The war has made no basic change in the 
general direction of these plans and programs. It has, however, 
affected economic conditions in such a way as to modify certain fea~ 
tures and methods, and has brought into being new agencies,which 
supersede or supplement the older organizations. . 

It is difficult in most cases to draw a line between wartime activities 
and postwar policy. War activities in Latin AmeriCa are largely con­
fined to productive and developmental operations to meet the military 
needs of the United States and other United Nations. Such operations 
are linked with pre-1939 developments and merge ·into postwar 
programs, and must be considered as parts of one process. · 
· The different countries follow the same general pattern of postwar 
planning but show variation in social-economic policies. 

a. MEXICO 

Shortly after the outbreak of. the war in Europe, the National 
Assembly of the Mexican Revolutionary Party14 meeting in Mexico 
City adopted a Second Six-Year Plan for the period 1941-1946. Presi­
dent Manuel Avila Camacho, elected in 1940, was pledged to this plan 
as a basis of and guide to policy. 

13. This table is taken from Lewis L Lorwio, National Plt~nning in Sekctetl Counlrils. 
14. The Party of the Mexican Revolution (PRM) was organized in March 1938. It com­

prises four sections representing the peasants, the workers, the army, and a "popular sector'' 
made up largdy of professional men and government employees. This party C:lected General 
Manud Avila Camacho president in 1940. President Camacho assumed office on December 
1, 1940. 
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Agricultural and :Milling, Power, 
Tralllport llegu-Related Boards and Industrial Public and Semipub-

(Production and Regulation and - lie Corporations latin' and Co-ordi-
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Boards . 

Grain Regulating National Petro.- Commiuion for 
Board leWll Council Coordination of 

National Meat Comm.iuion for Transport 
Board the Stanclardiza-

Wille Regulatillc tion of Equip. 
Board ment 

Milk Industry De- National Stand-
partJnent ards Cormni&o 
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Council 
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' posed) Sugar Producers National Society 
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# 
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• In all the countries listed here, except Mexico and Peru, exchange control is exercised by a special agency or by the National Bank or by both •. 
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d Fabrica Uruguaya de Neumaticos, ~ociedad Anonima. 
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... 
... .. .. 
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The Second Six-Year Plan follows the main lines of the First, 
though it softens some of the extreme features of the latter. The Plan 
gives as the goal of the Mexican Revolution the transformation of the 
legal structure of the country from a liberal democracy into a workers' 
democracy, but it also affirms that private initiative will not meet 
~ith .. hostility or hindrance .. provided workers' rights are respected. 
The Plan provides for further land distribution, for an increasing 
control of the state over industry, for public works, for labor and 
social welfare. It places supervision of the Plan. in the hands of a 
National Economic Council on which all the economic, social, politi­
cal and military forces are to be represented. 11 Various government 
departments, particularly the Department of National Economy, are 
to execute the Plan. 

The war has had a profound effect on all classes of the Mexican 
population. The almost complete cessation of trade between Mexico 
and Europe and Asia cut off a large part of the national income and 
curtailed the flow of imports on which Mexico's economy is dependent 
(wool tops, rayon yam, paints and varnishes, paper, electric wire and 
cable, tools and machinery). Mexico has had to rely almost entirely 
on the qnited States which became its principal customer and supplier. 
The United States, however, while buying more from Mexico, was 
unable to supply many of Mexico's requirements. The lack of con­
sumers' goods led to a rise in living costs, while the shortage of 
raw materials, markets, and shipping facilities caused considerable 
unemployment. 11 The immediate problems with which Mexico was 
thus faced were to prevent price inflation, to find new domestic sup­
plies of raw materials and to expand its own industrial production as 
much as possible. 

The United States provided some aid by its efforts to expand agri­
cultural and mineral output in Mexico for military needs. It extended 
credits to Mexico during 1941-1942 to finance highway construction, 
mineral production, 17 and also for the purchase of equipment for the 
erection of a steel plant. It took steps to employ Mexican workers in 

15. Tht S~eonJ Six-Y111 Pl11n. A translation of the main sections of the plan may be found 
in Lewis L Lorwin, Nmional Planning in Selected Counr,iu, Appendix D. 

16. In 1939, Mexico imported about 16 million pesos worth of corn, wheat and beans; 
about 64 million pesos worth of drugs, yarns and iron and steel products; about 42 million 
pesos worth of machinery, and 40 million pesos worth of uuclcs, motorcycles, tires and 
parts. Of the 630 million pesos of total i~orts in 1939, about 33 per cent were industrial 
raw materials. 

17. Total investments estimated at $100 million are to be placed in such mining develop­
ment, highway consuuction, and new factories. The capital is to be supplied in part from 
private funds and in part by the Export-Import Bank. 
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the United States and to train mechanics who would be able to use 
their skills in Mexican industtj. 

Closer economic co-operation with the United States, war short­
ages and financial exigencies18 modified the application of the ~econd· 
Six-Year Plan. The distribution of land to peasants decreased;19 the 
needs of labor and industry were subordinated to the need for indus .. 
trial peace and increased production;20 the government manifested 
greater readiness to settle outstanding international difficulties, re­
sulting in an adjustment of the dispute with regard to former Ameri­
can oil properties in Mexico. 

The war has had a mixed effect on Mexican plans for national 
development. It has stimulated the movement towards industrial 
growth, but has hampered the growth of some already established 
industries such as textiles. It has slowed up agrarian and industrial 
reform, but has given an impetus to the demand for social insurance 
legislation. A comprehensive social security bill, along the lines of the 
most advanced legi~lation in other countries, has been di-afted by the 
Ministry of Labor and is now awaiting action by the Prdident and 
the Chamber of Deputies. 21 

Thus, from the Mexican point of view, the war stresses the need for 
further planning along the lines laid down before 1939. The program, 
is still that of the Second Six-Year Plan. Opportunities for realizing 
the goals of this Plan are expected to be greater at the end of hostfli.;;. 
ties, since Mexico will have accumulated credits in the United States · 
and will be stronger financially, provided financial and trade relations 
with the United States, Great Britain and other countries maintain it 
in a favor_able exchange position. 

18. Mexico declared war against the Axis Powers on May 22, 1942. · . . 
19. The tempo of land distribution began to slacken as early as 1938 under President 

Cardenas. The number of acres distributed dropped from 13,139,000 acres for 1937 to about 
8 million in 1938. Altogether, some 20 million acres were distributed between 1917 and 1934; 
during 1934-1940, under President Lazaro Cardenas, over 45 million acres were distributed; 
about 6,500,000 acres were distributed by President Camacho between December 1940 
and January 1942. · 

20. On June 8, 1942, President Camacho arranged a "unity pact'' which was signed by 
the six rival Mexican labor federations. The pact provided for the suspension of strikes and 
the submission of industrial disputes io arburation; submission of interunion disputes for 
arbitration to the Department of Labor. The unions further agreed to promote efficiency 
and output. See International Labour Rl11iew, July 1941 and August 1942. ' 

21. On assuming office on December 1, 1940, President Camacho sent a message to 
the Chamber of Deputies in which, among· other things pertaining to social reforms, he 
said: "We must make it our aim-for which I myself shall work with all my strength......; 
to have our social insurance laws before long protecting every Mexican in the hours of 
adversity, in orphanhood, widowhood, sickness, unemployment and old age, in 'place of 
the century-old system under which the poverty of the nation has compelled us to live." 
International Labour Rl11iew, May 1941, p. 561. . 
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To prepare for this as well as to meet current problems of war 
economy, the Mexican government has set up several new agencies. 
These include special agencies such as the Technical Social \Velfare 
Council for the purpose of preventing industrial accidents and occu­
pational diseases, the CoordinacUn y Fomento de Ia ProduccUn for the 
promotion of industry, and others for price fixing, exchange control, 
etc. But the most important new agency is that which was set up by 
presidential decree on June 30, 1942, unsler the name of ComisiOn 
Federal Je Planificacitfn Economict~-the Federal Commission on Eco­
nomic Planning, which is to advise the Ministry of National 
Economy. • , 

The new Commission21 is composed of regular members who are 
government officials. They are the Secretary of National Economy, 

· the Undersecretaries of Finance, Labor and the National Marine, 
and the Chief of the Federal District Department. In addition, the 
Commission ha~ technical advisers, wi~hout the right to vote, who 
include one representative each of the. National Confederation of 
Workers, the National Federation of Employers, the Mexican Na­
tional Railways, and the Petroleum Administration. 

The tasks of the Commission include the study of concrete economic 
problems created by the war and of programs for economic mobiliza­
tion required by inter-American co-operation. The Commission will 
in particular study and report on problems concerning raw materials, 
industrial and technical equipment, trend of the postwar direction of 
production, inter-American economy, and the economic co-ordination 
of public and private agencies, and will report on the progress of the 
economic plans put into effect by the government. 

The Commission will meet regularly once every ten days, and in 
addition whenever four members request in writing that a meeting 

·shall be held. The chairman and three members constitute a quorum; 
decisions are adopted by a majority vote, the chairman having the 
, casting vote. A secretary general and technical and administrative 

22. The new agency replaces for the duration of the war the existing National Eco­
nomic Council, which had been established by an Act of July 31, 1933, as amended by the 
Act of April3, 1941, as an advisory body to the Ministry of National Economy. The Na· 
tional Economic Council was composed of twenty members, including representatives from 
five ministries and from semiofficial and private agencies, such as the National Railways, 
the Petroleum Administration, the National Cooperative Federation, the public services, 
the professi'\nal organizations, the chambers of commerce and industry, the mining indus-· 
tries, the traClc unions, the agricultural organizations, and the Bankers' Association. The 
new decree states that the diverse membership of the National Economic Council rendered 
it unsuitable for dealing with the emergency problems of the war; nevertheless the repre-

1 sentatives of the private agencies who sat on the Council will on occasion be consulted by 
the new smaller body. 
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staff will be at the service of the. Commission. The ·decisions of the 
Commission will be submitted to the federal executive by the Secre-. 
tary of National Economy. · 

The Commission may require· both public and private' agencies to 
submit data, to be treated as confidential, when desired. All proposals 
and programs prepared by the regional economic councils will be 
submitted to the Federal Commission !or study and co-ordination. 28 

• . 
. • b. COL()MBIA 

For several years before 1939, the Republi& of Colombia was en .... , 
gaged on a large public works program which llad as one of its aims 
the industrial development of the country. Considerable sums_.were 
spent during 1934-1938 on port improvements at Cartagena ~nd Bar~ 
ranquilla., dredging work at the mouth of the Magdalena River~ and 
highway construction throughout the country: The public works. 
program included plans for low-cost dwellings for 'the municipal 
employees of the capital, Bogota. The federal government extended 
aid to municipalities for the construction of aqueducts, electric light 
plants, and water supply systems. 24 · 

Colombia's prosperity depends primarily on the expo~t of c~ffee,, 
though in recent years o~l and other minerals have become increas~ngly 
important. 25 The government has tried to develop its mineral re­
sources and to promote industries. In August 1940, the government 
adopted "a plan to stimulate the development of· the _country's· 
mineral resources and the encouragement of domestic manufactures:• 
The chemical industry has been the particular object of governmental 
attention. A Special Institute for Industrial 'Development was set up 
in July 1940 to encourage industry. At the same tim.e, the government_ 
issued a decree reorganizing the National Economic Council which 
had been in existence since 1935. The Council was instructed to review 
the plans submitted by the several ministries and to promote collab­
oration between private economic groups and the government. 

Since 1940, the war has had the same effects in Colombia as in other . 
Latin American countries. Despite shortages of certain raw materials 

23. See International Labour Review, September 1942, pp. 314-315. • 
24. Economic Review of Foreign Countries, United States Department of Commerce, 1935-1940. 
25. Colombia has an area of about 440,000 square miles and a population of about 

9 million. It is one of the countries in South America where landholding is more widely dis­
tributed and where political conditions have been fairly stable and based on democratic 
procedures. There is a growing trade union and co-operative movement in the country. 
See A. Fa.bra Ribas, "'Cooperation in Colombia," The Cooperative Movement in Latin Ameri&a, 
International Labour Office, Montreal, 1943. 
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and machinery, industrial activity has broadened. The production of 
cotton cloth has increased; the output of various native products has 
expanded; hydroelectric plants have been built by the government; 
the chemical industry has been enlarged. On the other hand, there has 
been an accumulation of coffee surpluses and of some raw materials, 
and certain new developments, e.g., the increased production of rub-­
ber, are based on the purchase contracts of United States war agencies. 

The situation raises many problems for the postwar period. The 
government, by an executive order as of April.l, 1942, set up a 
National Commission for Economic· Studies to analyze present and 
postwar economic problems and to consider the social aspects of 
proposed economic solutions.21 It has also established an Institute for 
Land Credit to study rural housing projects and other impro~ements. u 

C. VENEZUELA 

When President Contreras announced his Three-Year Plan for 
Venezuela on May 6, 1938, he presented it not only as a proposal for 
immediate improvements but also as preparing .. the bases for are­
newed and great country." The Three-Year Plan proposed specific 
public works for the development of transportation, mining, agricul­
ture, and industry as well as large measures for the .. hygienization of 
man'' and the "'advancement of education'' by the construction of 
hospitals, protective institutions for mothers and children, better 
housing, and schools. u 

The war forced new problems on Venezuela, and, with other condi­
tions, made a realization of the Three-Year Plan impossible. Produc­
tion· of oil was curtailed and many oil wells were closed down. 
Shortages of semi.finished products and machinery led to a shutdown 
of many factories in the textile:~~ boot and shoe, and other industries. 
The development of iron mining begwi in 1939-1940 was retarded. 
Considerable unemployment of workers in the oil industry, construc­
tion and transportation resulted. 21 The impossibility Of Obtaining 
food imports caused a shortage of goods and drove up the cost of 
living already high compared with other South American countries. 

26. The Commission is composed of the Ministers of War, Finance, National Economy, 
and Public Works; it includes also the National Superintendent of Imports, the Head of 
the Office of Export and Exchange Control, the Manager of the National Association ol 
Coffee Growers, and several other public officials and economic experts. 

27. lntmzlllionJ L11hour ZV.,iew, November 1942. 
28. For the details of this Plan see Lewis L. Lorwin, NmionJ Pl11nning in S1ut:1etl Cot~ntriu, 

Appendix C. / · · · 
29. At the end of June 1942, there were 12,795 unemployed workers in the twenty-one 

principal towns of the country. Intmzt~tiont~l Lllho~~r R.eview, October 1942, p. 485. 
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The measures taken to meet the emergency war situation have long­
range implications. A principal one is to promote a return to theland 
and local production of foodstuffs formerly imported. On July 6, 1942, 
an agreement was concluded between the government and the oil 
companies for the transfer of discharged workers to agriculture. The 
government has undertaken to lease or sell publicly owned land to the 
workers, particularly land suitable for irrigation and near centers of · 
population. The government estimates that about forty acres for each 
holding will be sufficient for the support of a family. · 

The oil workers settling on the land will be paid by the oil ·com-. 
panies 15 bolivars per week for thirty consecutive weeks beginning 
with the seventh week after the discharge. The companies will pay 
further 90 bolivars per settler for the purchase of agricultural imple­
ments, and will lend equipment necessary for clearing the land, etc. 
The government is to contribute 500 bolivars per settler for the 
purchase of draught animals .. 

Another series of measures deal with the development of new 
industries, on the basis of local materials. Such industries include the 
production of seed oils and fats for cooking and eating, fertilizers and 
animal fodder, fish canning, powdered milk and pharmaceutical 
products. · , 

Supplementing these measures is the new Five-Year Plan of publi~ 
works which the President of Venezuela announced on January 1, 
1942, to run through 1946. The public'works will involve an expendi­
ture of 376 million bolivars (about $100 million) and provide for the 
construction of ports, of about 1,500 kilometers of new roads, the irri­
gation of some 27,000 acres of land, the construction of workers" 
homes in Caracas for about 15,000 persons, and other projects. 30 

These plans indicate the direction in which Venezuela intends to 
move. Its main effort is to overcome the difficulties du~ to the predom:.. 
inant position of coffee and oil exports in its economic life and to build 
up a more balanced economy in which agriculture, cattle raising, and 
industries are properly combined with mining and the production of 
export crops. With such an economy it.ni.ight be easier to improve the 
very low conditions of sanitation and health, housing and education. 

· d. BRAZIL 

Early in 1939, President Vargas strengthened the national economy 
of Brazil along the lines followed since 1930 when he issued a decree 

30. lnternfllional L#hour R.e11iew, August 1942. 
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outlining a ''Special Plan for Public Works and Equipment for the 
National Defense, •• to be carried out in five years at the cost of 3 
billion milreis, or about $150 million at the then existing rate of 
exchange. The funds, appropriated at the annual rate of about 600 
million milreis, were to be applied to diversify agriculture, promote 
new industries (including an iron and steel industry), to develop 
natural resources, and to strengthen the military defenses of the 
country. The funds were to be obtained from national sources such as 
special taxes, profits from banking and exchange operations and from 
special issues of Treasury obligations. 

During .1939 questionnaires were sent to all municipalities in the 
country in order to obtain a clearer picture of national economic needs 
and· industrial possibilities. The government continued to foster 
domestic industry by facilitating the importation of such products as 
railway materials, tractors, trucks, and agricultural implements. 

On the outbreak: of war in Europe, several new agencies were estab­
lished to control production and prices and to secure necessary 

, supplies. Most important of these was the National Economic Defense 
Council,. establishe4 on September 29, 1939, whose general function 
was to protect the national economy in the emergency. The new 

·Council was given power to regulate imports and expohs, to make 
agreements with foreign governments for the barter of merchandise, 
to assure supplies for domestic consumption and for the basic indus­
tries of the country. 

The war has helped Brazil considerably in its economic program. 
·Increased trade with the United States has compensated for trade lost 
in Europe. American capital has been advanced to Brazil through the 
Export.:. Import Bank: to develop new raw materials, to renew the pro­
duction of rubber, and to build up an iron and steel plant. Agreements 
have been concluded' with the American government to buy Brazilian 
coffee, cocoa, vegetable oils, babassu nuts, rubber and other raw mate­
rials over a number of years at fixed prices. Sales of merchandise have 
given Brazil a large trade balance estimated at some $200 million. 11 

At the same time, there has been a large development of the domestic 
market which is served by growing local industries. 

The program formulated in the Special Plan of 1939 runs til11944 
but can be extended indefinitely. Its main features remain the same; 

. 31. For the agreements signed by Bruil and the United States providing for credits of 
about $100 million to Brazil from the Export-Import Bank and other developments see 
Tlu N1w Y wi Times, March 4, 1942. Also Lewis L. Lorwin, lnternation11l Economi' Development, 
National Resources Planning Board, W ashingtoo, 1942, pp. 32-40. 
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greater diversity in agriculture, greater industrialization,' more trade 
with the United States and Latin America, a social system based on 
state-approved organizations, a social policy of protection for the 
farmers and the workers, 32 including provisions for better nutrition 
and housing and more education. 33 

e. CHILE 

The success of the popular front government in 1938 marked the 
beginning of a new economic and social period in Chile. The govern­
ment, which assumed office on December 24, 1938, sponsored a com­
prehensive plan for the development of the nation's resources and 
immediate improvement in the social conditions of the mass of the 
people. It set up two agencies in 1939-the Reconstruction 'and Relief 
Corporation and the <;orporation for the Promqtion of Indu8try-· 
both for a period of six years. The governmenf was .authorized to. 
contract external and internal loans up to two and a half billion pesos. 
(about $100 million) of which one billion was to be allot~ed to each" 
corporation and half a billion was to be spent for. the construction ,of 
low-cost housing. . 

The functions of the Corporation for the Promotion of Industry 
(Fomento Corporation) are "to develop national production _in order 
to raise the standard of living of the people by taking advantage of the 
natural conditions of the country and by decreasing costs of produc­
tion, and to improve the balance of international payments, maintain..,, 
ing due proportion in the development of activities in the fields of 

32. As pointed out above, the Constitution of 1937 l'rovides for the organization of 
all econonuc groups in corporations and professional assooations. The decree of August 31, 
1942 requires all occul'ational or~anizations to collaborate with the government in devdop­
ing a "national consoousness," tn mobilizing the armed forces (Brazil declared war on die 
Axis Powers on August 22, 1942) and in studying national economic problems. Employers 
are not to use the state of war as an excuse for restricting the trade union rights of their 
employees. , · , 

33. The social insurance institutions of Brazil, as of other Latin American countries, 
are used by the government to carry on some of this work; Thus, the Brazilian government' 
is collaborating with the social insurance institutions in establishing popular restaurants, 
administered by the Social Insurance Nutrition Service of the Ministry' of Labor. The poi?u­
lar restaurants are now supplying some 5,000 meals daily in the cities of Rio de Janetro 
and Sao Paulo. Considerauon is now being given to the provision of traveling kitchens 
which would operate in the neighborhood of big public works so as to enable the workers 
employed to obtain cheap and wholesome meals. 

The insurance instituuons have also taken up the problem of housing. The Commercial 
!Yorkers' Pension Institution has just approved a plan f?r building a group of 83_ho.uses for 
tts members. These houses can only be allotted to af!iltated employees whose earrungs are 
between 430 and 645 milreis a month and who have paid at least six months, contributions 
to the Institution. Each house consists of five rooms and the usual offices and will be let 
at 215 milreis a month unfurnished or 235 milreis furnished. See International Labour R.eview, 
August 1942. • 
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mining, agriculture, industry, and commerce, and satisfying the needs 
of the different regions of the country." It is administered by a board 
on which are represented the government, the congress, state credit 
institutions and enterprises, private individuals, and salaried persons. 
Its technical and commercial direction is assigned to an executive 
vice president and to a manager, both elected by the board of the 
Corporation. . 

The Corporation is obliged to elaborate a general plan for national 
production. To carry out its plans, the Corporation encourages both 
private and public capital to become interested in its projects. To this 
end _it offers loans or contributions of capital, in the case of nationals, 
and seeks also the aid of foreign capital. 

·A serious earthquake in 1939 and the outbreak of the war compli­
cated the tasks of the Fomento Corporation. Like other Latin Ameri­
can countries, Chile suffered from loss of markets for some of its 
exports and from the shortage of imports needed for the industrial 
development of the ~ountry. It obtained only small amounts of credit 
from the Export-Import Bank in Washington. The cost of living rose 
and projected social reforms were curtailed. 

The new government which was elected in January 1942 holds the 
same views as its predecessor." The plans of 1938-1939 are to be pur-

. sued during 1943-1945. The government created in November 1942 
a National Economic Council to prepare specific measures for the real­
ization of these plans :31 to submit such draft bills, decrees, and regula­
tions to the government as it considers will promote economic activity, 
to draw at;tention to the effects that the measures in preparation may 
have, to suggest amendments to existing legislation, and to propose 
new measures. The Council is also required to co-ordinate the eco­
nomic activities of private industry with those of the state in re­
gard to production, finance, distribution, the social organization of 1 

labor, and the fiscal system.11 

34. Juan Antonio Rios was elected to succeed Aguirre Cerda. 
35. Chile also has an Agricultural Export Board which fixes prices of wheat and flour. 

The Chilean Nitrate and Sales Corporation is a state monopoly for the export and sale of 
nitrates which are produced br private producers. 

36. The Nationil Econotruc Council is composed of the following: (a) the ministers 
forming the Economic Committee of the government; (b) one member from each of the 
sections for agriculture, industry, wholesale trade, retail trade, and transport of the Con· 
federation of Production and Commerce; (c) three members of lawfully constituted trade 
unions of workers; (d) one representative of the national credit institutes and one member 
of the Chamber of Commerce; (e) one representative of the Institute of Engineers; (f) one 
representative of the Chilean Agronomic Society. Apart from the ministers, the members 
of the Council are appointed by the President of the Republic for a term of one year. See 
lntnn/lli()flal L11lmw R.111itw, December 1942. 
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f. URUGpAY 

Uruguay is one of the Latin American countries which do not har­
bor large schemes of industri;~.lization and have no formal·national 
plans. The country is fully aware that its main economic resources are 
in its agricultural and pasturallands, and it has proceeded consistently 
for several decades, despite some political and economic ups and 
downs, to develop democratic 'institutions and policies of social wel­
fare. 87 Like several other small countries, such as New Zealand and 
Denmark, it has had considerable success, which is reflected in the fact 
that Uruguay is often referred to as .. a citadel of progress" and as .. the 
social laboratory of the Americas. "as 

While not formally sponsoring any plan, the government ofUroguay . 
undertakes to control and guide the economic development of the 
country. The characteristic method used for this purpose is the estab­
lishment of government monopolies, public corporations and state­
owned and state-operated plants. The government of Uruguay owns 
or controls the railroads, the telegt:,aph and telephone systems, the 
central bank, packing plants, a number of hotels, casinos, insurance 
companies, power plants, cement plants, etc. These various enterprises 
are organized into a series of corporations. 111 General control is exer- · 
cised through the National Administrative Council. 

Although it is essentially an agricultural and pastoral' country, 
Uruguay is attempting to build up local industries. To free its indus­
tries from dependence on coal40 and oil fuel, it -began construction of a' 
large hydroelectric plant on the Rio Negro which is. to supply power 
to industry as well as for other purposes. The project has been delayed 
by the war, but it is expected to be continued with the'financialaid of 
the United States. 41 ' 

1 

37. Uruguay has an area of 72,153 square miles and a l'opulation of about 2,500,000. 
Ninety per cent of the population are of European extracnon. It is the smallest republic 
in South: America. About three fourths of the land is used for grazing, and 85 per cent of the 
country's exports are animal products. The larger industries are those which process food­
stuffs, the chemical industries, building materials, textiles, and boots and shoes. Many of 
the manufacturing plants are small and can maintain themselves chiefly because of tariff 
protection. . 

38. See Philip Leonard Green, "Uruguay-Citadel of Progress," Auietdttlf'l in th1 Americas, 
U.S. Department of Agriculture, November 1942. 

39. For the most important of these, see Lewis L. Lorwin, National Planning in s,/eaeJ 
Countries. 

40. Imported before 1939 chiefly from Great Britain. 
41. The plan provides for the regulation of the Rio Negro to make it navigable for a 

stretch of 600 kifometers, the creation of an immense artificial .lake (dghty-fi.ve miles long 
and from ten to twenty miles wide) on the shores of which a new industrial city is to be 
built, and finally the construction of a power plant capable of producing annually 500 mil· 
lion kilowatt hours of electric current. . 
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The war has accentw.ted in Uruguay, as in several other countries, 
the problems of land use and land tenure. Feeling that a more balanced 
agriculture depen'ds on the creation either of small farm owners or-of 
co-operative land systems, Uruguay ltas chosen the former method, 
modified by the development of farmers' co-operatives. An act passed 
in September 1941 provides for a new land settlement policy which is 
to be ca~ied out; through .. the expropriation, breaking up and exploi· 
tation of land. •• 
. Under the act, the expropriation by purchase of land for agri· 

. cultural development or stock raising is considered a matter of public 
interest. Such land will be duly divided up and allotted by the 
Mortgage Bank in charge of operations to farmers who satisfy the 
conditions prescribed in existing Ian~ settlement legislation. Priority. 
will be given to farmers who are liable to eviction from their present 
holdings. The bank may either sell the holding outright, receiving 
an initial payment, or it may lease it, giving the tenant a first option 
to purchase and not requiring him to make any cash payment. The 
siz_e of the holding, which will varr. according to circumstances, 

'may not exceed 25 hectares (about 60 acres) if it is in the neighbor· 
hood of a marketing center. In exceptional cases a holding of 500 
to 1,000 hectares may be granted for purposes of stock raising. 

The settlers must live on the holdings allotted to them and work 
them on a family basis in accordance with guiding princi pies issued by 
the bank. The bank will promote the formation of consumers', mar­
keting, and producers' co-operative societies in the settlements. 

Before the holdings are allotted, the bank may provide for the 
construction of dwelling houses and fences,. and undertake the neces­
sary prepara'tory work for operating the holding. Where this is not 
done, the bank will grant the settler a loan at his request. Such loans 
may not exceed 500 pesos, unless the purchase price of the holding 
exceeds 2,500 pesos, in which case the loan may not be more than 20 
·per cent of the value of the holding, subject to a maximum of 2,000 
pesos. The loans, whether granted in cash or in the form of preparation 
of the holding, are to be redeemed in a period of ten years, and the rate 
of interest may not exceed 5 per cent per annum. · 

Any ptofits earned by the Mortgage Bank in consequence of the 
application of the act must be restricted to one per cent of the sums 
invested in the purchase, breaking up, and administration of the land. 
Deeds of transfer of property will be drawn up free of charge, and will 



NATIONAL P_LANS IN LATIN AMERICA 175 

be free of stamp duty. The land allotted to settlers will be free of land 
tax for ten years. 42 · • 

3. NATIONAL PLANS, REGIONALISM- AND lNTE:~:t-AMERI~NISM 
· Looking ahead to the years after the war, most Latin, {\.merican 

couflffie's hope tha~· they may be able. to carry forward the particul~r 
econontiC~·ptaiis and programs w~ich they have been advancing.for a. 
decade or more. In varying degrees,·these plans provide for. die build .. 
ing'up· of industries, for agricultural diversification, for development 
of transportation and communication, for opening up ofnewlands, for1 
a better distribution of landownership, and for the extension of soda~ 
services which would assure to the mass of the people· securityan4 
opportunities for health, recreation and education. · · · 

Latin American countries are prepared to use the powers of govern- .· 
ment and co-operative and collective forms of organization· to_ th'e 
extent necessary for the success of their objectives. An integral part of 
this outlook is the determination to achieve social-economic aims as 
much as possible by reliance on local and national resource~ and effort, 
and to obtain the help of foreign capital and technical skill only on a. .. 
basis of respect for their national independence and ofdemocratic 
international co-operation. , . . • . 

The war, as already pointed out, has promoted the realization of 
some of these plans. But it hal also brought into Clearer light some of 
the difficulties which these countries have always faced in their at­
tempts at economic reorganization, and it has created· new problems~ 
The chief difficulties of long standing are the poverty of many of these 
countries, the backward condition of large groups of the popUlation, 
the persistence in some countries of semifeudallandholding systems 
and conditions, the scarcity of organizing talent, the continued domi;. 
nance of ''personalism'' in political and social life, and the dependence. 
on exports and foreign markets fora large part of the national income 
and employment. Most plans based on the development of domestic 
markets hinge on the capacity to tide a poor people over the period of 
readjustment, and necessarily the task can be made easier only by 
making this period longer. . _ 

The new problems created by the war are partly a. new version of. 
some of the older problems, in part they are the result of the measures 
taken by the United States to strengthen the military defenses of the 

42. International Labour Re11iew, March 1942. 
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Western Hemisphere and to .. step up" war production. By the use of 
long-term agreements, by setting up mixed development corpora­
tions, u by direct loans and subsidies, and through special technical 
missions, the United States has stimulated in various Latin American 
countries the production of tin, copper, iron ore, mercury, manganese, 
quinine, rubber, vegetable oils, etc. The United States has thus ex­
panded the capacity of some of the mining and agricultural industries, 
and has brought into being high-cost properties which can operate on 
the basis of guaranteed prices. 
[One conseq~ence of this war development is that many countries 
face a postwar dilemma of either having additional problems of agri-
1'cultural and mineral surpluses, or of tying their economies more 
\closely to the United States. In view of the fact that the problem of 
surplus commodities such as wheat and cotton was not resolved before 
1939, the prospect of adding to it after the war is disquieting. On the 
other hand, a preponderant dependence on the markets of one country 
-even if that country be the United States-is considered undesirable. 
These are the sharpened horns of the dilemma which the Latin 
Americans were trying to escape before 1939 through the elaboration 
of their national plans. 

Part of the postwar planning in Latin America is concerned with 
these new problems. They cannot be settled or prepared for by any 
country acting alone. One hope for a solution lies in regionalism or 
closer inter-Latin Americanism. This trend is exemplified by the vari­
ous bilateral agreements which have been made since 1939 by Bolivia 
and Chile, Paraguay and Bolivia, Paraguay and Uruguay, Argentina 
and Brazil for the promotion of trade, building of roads, or for 
exploration. 

Another method of resolving the postwar dilemma is to make inter­
Americanism an instrument of democratic economic policy. The 
organizations through which this aim has so far been promoted are 
the Inter .. American Development Commission, the Inter-American 
Financial and Economic Advisory Committee, and special technical 
·agencies such as the Inter-American Conference on Agriculture, the 
Inter-American Committee to Promote Social Security and others. u 

43. For a description and analysis of these various corporations and their operations in 
Latin America, see Lewis L. Lorwin, 1ntl1'1unional Economi&' DlfllloJment-PMhli& Wor.lr 11ntl 
Other p,!J/ems, Technical Paper No. 7, National Resources Planrung Board, Washington, 
October 1942, pp. 32-41. 

44. For the structure and functions of these organizations see International Labour R.tview, 
September 1942, and November 1942; also AgicMlturt in tht Americas, September 1942. 
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From the point of view of most countries, both inter-Latin A.meri-. 
canism and inter-Americanism would be more effective if woven into 
a general world econoniic policy. Many are in favor of the newer 
schemes for handling agricultural surpluses, for controlling output 
and for promoting economic stability which rest' on international 
agreements and world co-operation. The International wheat Agree.. 
ment embodies these principles in a way which may be applied also to·· 
other commodities. The Latin American countries hope that plans_ of 
such an international character will be elaborated with their partici.: 
pation and without affecting adversely their own national Pr~gram.S. 
for postwar development. · · 



ChapterS"' 

REHABILITATION ANQ RECONSTRUCTION IN CANADA 
• 

T~B DOMINION GOVERNMENT of Canada showed interest in postwar 
problems soon aft~ the war began. A Cabinet Committee on Demo­
bilization and Reestablishment was constituted in December 1939 to 
consider the problem of returning the armed forces to civil life at the 
end of the war .I In August 1940, this Cabinet Committee established 
an interdepartmental committee, kno\vn as the General Advisory 
Comtllittee on Demobilization and Rehabilitation, to study v+trious 
aspects of the demobilization problem. 

Committe1 on ReconJtruction 
The functions of the Cabinet Committee were enlarged in February 

1941 to include general questions of postwar reconstruction. Soon after 
that, the Cabinet Committee created a Committee on Reconstruction 
to act in an advisory capacity. The Committee on Reconstruction was 

/to teport to the Cabinet Committee through the General Advisory 
Committee on Demobilization and Rehabilitation.' 

AJviJory Committe1 on Economi' Policy 
Government agencies responsible for postwar planning were reor­

ganized in January 1943. The Advisory Committee on Economic 
Policy, in existence since September 1939, and concerned with war­
time economic problems, was reconstituted and given larger functions, 
including those of postwar planning. 1 Under the new arrangements 

1. 'the Cabinet Committee was composed of the Minister of Labour, the Minister of 
Agriculture, the Minister of Trade and Commerce, the Minister of National Defense, the 
Minister of Public: Works, with the Minister of Pensions and National Health, the Honor· 
able Ian Mackenzie, as convener. 

2 •. The Committee on Reconstruction consists of six members under the chairmanship 
of Dr. F. Cyril James, Principal and Vice-Chancellor of McGill University. It has three ex· 
officio members representin$ the Department of Pensions and National Health, the Advisory 
Committee on Demobilizanon and Rehabilitation, and the Canadian Committee of the Joint 
United States-Canada Economic Committees. Dr. Leonard C. Marsh, formerly Director of 
Social Research at McGill University, is research adviser to the Committee. Sec Internationt~l 
La!Jow R.lfliew, February 1942, pp. 170-171; also article by A. Brady in Tbt Ct~nt~dit~n Jormltll 
•f &onomicst~ntl Politict~l Scimce, August 1942. 

3. The Advisory Committee on Economic Policy is an interdepartmental committee of 
~overnmcnt officials responsible direcdy to the President of the Privy Council (this office 
1s held by the Prime Minister, W. L. Mackenzie Kin~). The chairman of the Committee is 
the Deputy Minister of Finance; the other members tncludc the Deputy Ministers of Agri· 
culture and of Mines and Resources, the Associate Deputy Minister of Labour, the Chairman 
of the War Time Prices and Trade Board, and several other high government officials. 
See lntiNit~liont~l La!Jow R.lflitw, March 1943, pp. 354-355. 
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the Advisory Committee is charged with the co-ordination of all 
studies of postwar problems by government departments and agencies. 
It co-operates wtth the Committee on Demobilization and Rehabilita· 
tion and with the Committee on Reconstruction. The Advisory Com· 
mittee on Economic Policy has set up a special subcommittee to deal 
with postwar planning.' 

Advisory Committ11 on Reconstruction 
At the same time, the Committee on Reconstruction established in 

1941, was replaced by a new Advisory Committee on Reconstruction. 
1?~ composition of die new committee is the same as that of its pred· 
e~essor, but it is now responsible directly to the Prime Minister in his 
capacity as President of the· Privy Council.• · 
' The Advisory Committee on Reconstruction carries on its work in 
much the same way as before, in co-operation with the Advisory Com· 
mittee on Economic Policy. It also makes such investigations as the 
President of the Privy Council may direct.• 

P arliameT)tary Committees 
In March 1942, the Canadian House of Commons appointed a 

Committee on Reconstruction and Reestablishment to report on the 
general problems which may be expected to arise at the close of hos· 
tilities. In March 1943, the House of Commons Committee was reap. 
pointed, while the Senate of Canada also appointed a special commit· 
tee '"to consider and report upon matters arising out of post-war 
conditions, particularly those relating to problems of reconstruction 
and· reestablishment, and a national scheme of social and health 
insurance.'· ' 

Provincial Agencies 
Besides the Dominion government and Parliament, several of the 

provincial gov~ments have agencies for the consideration of postwar 
problems. 7 Some of these, e.g., the Economic 'Advis~ry Council of 
Nova Scotia had beeri in existence before 1939, while others, e.g., the 
Post-War Rehabilitation Council of British Columbia have been 

4. The Chairman of the subcommittee is Dr. W. A. Mackintosh, Professor at Queen's 
University, and adviser to the Department o~ Finance i.n Ottawa. . . 

S. Session 1943, House of Commons, Speaal CommJttec on Reconstrucuon and Reestab­
lishment, Minuw, ~h 9-11,1943, Onawa, p. 4. 

6. IDiJ., P· 16. I ; 

7. The Dominion of Canada is composed ol nine provinces-Nova Scotia, New Brun ... 
wick, Prince Edward Island, Quebec, Ontario, Manitoba, Saskatchewan, Alberta, British 
Columbia, and the Territory of Yukon and the Northwest Territories. . 
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established since 1939. These provincial bodies are conducting investi­
gations and preparing measures for the solution of postwar problems 
on the basis of the interests and powers of the respective provinces. 

Unofficial Organizations 
In Canada, as in the United States and England, some unofficial 

bodies and voluntary organizations have also formulated their views 
on one or another phase of postwar reconstruction. In general, these 
statements are less specific and comprehensive than those of similar 
organizations in other countries. . · . 

Following the division of functions among the different committees 
in Canada, it may be convenient to summarize here (1) what has been 
done with regard to demobilization, (2) what is being proposed by 
government agencies for purposes of reconstruction, and (3) the ideas 
and programs of unofficial organizations. 

1. THE R.miABILITATION OP Ex-SERVICEMEN 

The Dominion government has made considerable progress in pre­
paring for the time when the armed forces will have to J?e demobilized.· 
The legislation which was passed on the subject during 1941-1942lays 
down a comprehensive and concrete procedure for the rehabilitation 
of the veterans of the present war and provides the necessary adminis~ 
trative machinery. The most important provisions of this legislation 
follow. 

a. TRANSITIONAL :BENEPITS 

The purpose of transitional benefits is to ease the immediate post­
war economic position of men discharged from the Canadian armed 
forces. A discharged man who has had more than six months' service 
will be entitled: (1) to retain his army clothing and personal equip­
ment, and, in addition, to receive a civilian clothing allowance of $35; 
(2) to get transportation free to his home; and (3) to receive a rehabil..: 
itation grant of thirty days' pay and dependents' allowances . 

. 
b. POST-DISCHAB.GE R.E-ESTABUSHMENT PROVISIONS 

On October 1, 19-U, the Post-Discharge Reestablishment Order was 
approved, which is designed to help ex-soldiers to re-establish them­
selves in civil life. The emphasis is on employment. Arrangements are 
·made by the Department of Pensions and National Health and by the 
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Department of Labor to provide vocational training to discharged 
men so as to fit them for re-employment or for better jobs than they 
formerly had. The government is to pay the cost of the training and 
also allowances to the men during training. The period for which 
training may be given is limited to a period equivalent to the period of 
service or a maximum of fifty-two weeks. 

The Order also provides for the resumption of interrupted education. 
Discharged men who are able to enter a university within fifteen 
months after the date of discharge will receive subsistence allowance 
grants, together with payment of fees to the university throughout 
the whole period of their university course, provided such students 
can maintain their university grade and need financial assistance. 

Third, ~ischarged men entering private business or farming may ob­
tain allowances while awaiting returns from their enterprise. These 
provisions are limited to a period of nineteen months from the date of 
discharge. 

Fourth, the Order seeks to establish unemployment insurance parity 
' . 

between those in the armed forces and those now serving incmploy-
ment covered by the Unemployment Insurance Act. 8 The Order pro­
vides that discharged men able and willing to work, but unable to 
obtain suitable employment, should be paid out-of-work benefits. The 
benefits are fixed at $13 per week for a married person or $9 per week 
for a single person and are paid to those seeking employment or taking 
training courses. The period of such payments is limited to fifty-two 
weeks. Veterans entering employment covered by unemployment 
insurance will be credited with having been in such employment since 
July 1,-1941, and the government will pay to the Unemployment In­
surance Fund the contributions which the employer and the employee 
would_ have paid. These provisions apply, after fifteen weeks, to dis­
charged men entering insurable employment within a period of 
twelve months after discharge . 

• 

C. SETTLEMENT ON THE LAND 

In planning to re-establish veterans, the Canadian authorities are 
acting on the assumption that they are ~bliged to provide for an 
increased absorption of men into urban life. However, a considerable 
number of men in the Canadian forces are likely to return to the land. 
This was made clear by the replies to a questionnaire addressed to the 

8. This Act became effective in July 1941. 
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men in the armed forces in 1942 which showed that 16.6 per cent of 
those questioned expressed a desire to settle on the land after the war~ 
To provide these men with opportunities to do so, the Veterans· Land 
Act was passed in the latter part of 1942. 

The benefits of the Veterans· Land Act are limited to (1) members o!' 
the armed forces of Canada who served in a theater of war; (2) mem­
bers of the armed forces who did not serve in a theater of war but who 
served in the armed forces for at least twelve months, and (3) those 
who are-pensioned for disability incurred as a result of service. 

Three main types of settlement are contemplated: ( 1) full-time farm­
ing for men with practical experience in farm operation; (2) small 
holding settlements, which means a rural home and small acreage 
located close to emplo}rment opportunities, and (3) small holding 
settlements coupled with commercial fishing. Under any of these three 
programs the veteran must be certified as qualified pJtysically and by 
experience and training to engage in the type of enterprise planned. 

Under the Act, the government purchases for the applicant veteran 
a piece pf land of his own choice (and which has been approved for 
settlement purposes) which with improvements and building mate­
rials shall not cost more than $3,600. The government also. provides 
stock and implements within a maximum of $4,800 for the total estab­
lishment. The veteran must make a down payment of 10 'per cent of 
the cost of the land and improvements (a maximum of $360) and 
assume a debt of two thirds of the cost of the land and improvements 
(a maximum of $2,400). The debt will bear interest at 3.5 per cent and 
must be paid in twenty-five years. The monthly payments (principal 
and interest) are fixed at about $12. No conveyance or transfer of the 
property shall be made to the veteran within the first ten years and 
then only if the veteran has complied with the terms of the agreement 
and is making good in his venture. _ 

To deal with settlers who prove unsuccessful, the director who will 
administer the Act is given power to rescind the· agreement and to 
retake possession of the property without resort to legal proceedings 
if the veteran falls down in his payments. The director must, however, 
refer the case to a provincial advisory board for its consent as to 
whether the default warrants cancellation oft~ veteran"s agreement. 
The object of this repossession feaFUfe is to prevent a veteran from 
continuing a doomed enterprise beyond the point at which his failure 
is indicated, and to give him an opportunity to try some other enter­
prise before he is too old to make the change. Any surplus proceeds 
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from the sale of repossessed property, over the government's outstand­
ing costs, are paid to the veteran. , 

Provisions with identical terms are made for establishing veterans 
on small h,oldings (one to three acres is the size suggested) where they 
may live while engaged in industrial, commercial or other employ­
ment for which they are suited by training and experience, or in com­
mercial fishing (under which section it is possible for the veteran to 
obtain a grant for purchase of boat, nets and gear as well as a home). 

The Act provides a further type of assistance for the veteran who 
owns farm land and who may desire to pay off a mortgage, make im­
provements or purchase livestock or equipment. Advances up to 
$3,200 may be obtained for such purposes provided they do not exceed 

· 60 per cent of the value ofthe land. Repayment may be made over a 
period of twenty-five years with interest at the rate of 3.5 per cent. 

The administration of the Act will b~ decentralized, with several 
local or regional offices in each province. In addition there will be 
regional advisory committees to advise the director as to the quali­
fications of applicants and the selection of lands for settlem.ent. For 
veterans who have been out o£ touch with farm practice for several 
years, .. brusher-up'" courses with selected farm operators will be 
arranged. 

In the preparation of the Act, all the provinces o£ Canada were 
consulted, and they indicated their desire to co-operate by way of 
surveys and otherwise in making the scheme a success. Sufficient land 
for the purpose is believed to be available in various parts of Canada. 

-' 2. GovERNMENT PLANNING :ro:a REcoNsTRUCTION 

The measures for dealing with demobilization and re-establishment 
are already in force. On the other hand, reconstruction measures are 
largely in the stage of study, though some practical steps have been 
taken. 

a. THE BACKGROUND OF RECONSTRUCTION 

Postwar policies in Canada are being considered against the back­
ground of economic and social changes which had become evident 
before the war. In 1937, a Royal Commission on Dominion-Provincial 
Relations was established to analyze these changes, to study the prob­
lems which they had created and to make recommendations for their 
solution. While its terms-of reference were largely fiscal, the Commis-

• 
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sion extended its inquiry to practically all phases of economic and 
social life. The work of the Commission resulted in a number of 
special studies and in a general report in several volumes which is 
remarkable for richness of content, breadth of view, keen analysis, 
and clarity of exposition. 9 Those concerned with postwar problems 
accept this report as part of their data and regard its recommendations 
as pertinent to their own task. 

Prewar Prohlems 
The main conclusions of the Royal Commission on Dominion­

Provincial Relations were that the Canadian economy in 1939 had 
reached a critical point when its further direction had to be recon-:­
sidered.10 The question was whether Canada could continue to rely' 
on exports and world markets for a large part of its nationa:l income' 
or should develop a more balanced economy ·on a national basis. The 
answer to this question, according to the Commission, did not depend 
entirely on Canada but on the decisions of other countries with 
regard to their foreign commercial and investment policies. As Can-. 
ada's economic relations are overwhelmingly with the United States 
and the United Kingdom, the policies of the latter two cbuntries are 
of decisive importance in this connection. 

The Commission pointed out that Canada had achieved a high 
national income per capita and relatively high living standards owing· 
to the part it had played in world ecopomy. Although containing less 
than one per cent of the world's population, Canada in 1937 was sixth 
among the leading trading nations of the world, first among debtors; . 
fifth among creditors, third or fourth among security dealers, and 
first in the tourist trade. Industrially, Canada ranked ·eighth in the 
world; Canadian railways were the fourth largest in the world, and 
the volume of shipping from Canadian ports was the fourth largest. 11 

In other words, Canada on the eve of the war was one of the least · 
self-sufficient countries in the world, and its prosperity depended on 
making the most of its specialized resources and on exchanging them _ 

9. The first chairman of the Commission was Newton W. Rowell, Chief Justice of Ontario. 
After his death, Mr. joseph Sirois, of the city of Quebec, became chairman. The report is 
thus currendy referred to as the Rowdl-Sirois Report. 

10. Report of ·th1 Royal Commission on Dominion-Provincial Relations, Boolt. I, Canarla: 1867-
1939, PP· 178-201. I . 

11. The population of Canada in 1941 was about 11.5 million. The per capita income in 
1937 was $377 as coml?ared with $536 for the United States-Canada's exports in 1937 were 
$1,110 million and its tmports $809 million. In 1937, British and foreign capital invested in 
Canada amounted to $6,765 million of which about $4 billion were invested by residents of 
the United States. Canada's investments abroad amounted to about $1,750 million. See 

. The Canarla Year Book, 1941, Ottawa, p. 797. 
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as advantageously as possible for the goods and services of other 
countries. 

Canada's chief economic and_ financial problems, according to the 
Commission, arise from the fact that it is a large producer and ex­
porter of bulky, relatively low-value articles (wheat, forest products, 
minerals), and one of the world's largest importers of coal, oil and 
steel products. It depends on cheap transportation and on the free 
movement of goods and capital, and is particularly vulnerable to the 
up~ and downs of business in other countries, to price fluctuations 
and to restrictive trade policies. The breakdown of the international 
economy and the rise of economic nationalism after 1929 made it 
increasingly difficult for Canada to play the part in world economy on 
which its entire economic and social edifice had been built up over a 
period of half a century.u 

Effects of the War 
Canada has greatly expanded its industrial plant and productive 

equipment since 1939 as a result of war requirements. Large iron and 
steel plants have been erected and airplane construction and ship­
building have been enormously developed. 11 Canada now has the 
largest aluminum plant in the world, and is a large producer of 
magnesium. Many new industries have been established, especially 
for the production of chemicals and electrical supplies. Guns, tanks, 
explosives, etc., are manufactured on a large scale, and many plants 
used for these war materials are expected to be capable of conversion 
to peacetime purposes. There has also been a further development of 
mineral resources and of hydroelectric power. 

The war has had a marked effect on Canadian ·agriCulture. To meet 
the demands of .Great Britain, Canadian farmers have been called 
upon to increase their production of hogs, cheese, butter, eggs and 

. milk. By subsidies and other means, the Canadian government induced 
the farmers in the prairies to shift from wheat to barley, oats and 
other crops. As a result, Canadian agriculture has become more 
diversified, while Canadian farmers have profited from high prices.14 

12. The Report of the Commission contains interesting surveys of the changes in the 
economies of the separate provinces which have made it necessary for the aeveralaectiona 
of Canada to adopt new policies of internal development. 

13. The output of steel ingots and castings rose from 351,000 short tons in the first four 
months of 1939 to 755,000 in the same: period of 1941. The: gross value of commoditr produc­
tion was estimated at $8,970 million, in 1941, compared with $7,261 million in f940. See 
C11nad11 Y1M' Book, 1941, p. XLVI, and C11n11d11 Y1M' Book,194Z, p. XLIII; also "Canada Speeds 
Activities in Fourth War Ye-ar," F01'eign Commerc1 W~ek!y, U. S. Department of Commerce:, 
December 26, 1942. 

14. Cllnad11 Y1M' Book, 194Z, p. XLIV. 
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The war has thus stimulated to some extent the trend towards a 
more balanced economy. But it has not changed the essential problem 
of the Canadian economy as stated by the Royal Commission. On the .. 
contrary, at the end of the war Canada will not only be faced with the 
problem of world markets for its foodstuffs and raw materials but will 
also need an outlet for its increased industrial capacity which will be 
far beyond its own needs. 

b. AIMS AND METHODS OP RECONSTR.UcriON 

It is against the background sketched above that the,several com­
mittees of the Dominion government have formulated the aims and 
methods of reconstruction. These may be presented by summarizing 
some of the statements on the subject by representatives of the govern­
ment and by the committees. 

(1). Statements hy the Prime Minister 

The Canadian government has at various times since 1941 endorsed 
President Roosevelt's Four Freedoms and the principles laid down in 
the Atlantic Charter. What these mean for Canada has been outlined 
by the Prime Minister of Canada, W. L. Mackenzie King, on several 
occasions, but perhaps most clearly in his speech to the annual con­
vention of the American Federation of Labor, on October 9, 1942. 

Speaking of the new order which the United NationS will develop 
after the war, the Prime Minister said: · 

The new order must be based on human rights; not on the rights of prop­
erty, privilege or position .•.. In estimating human values, the new order 
will be concerned with men's character and personality, not with their power 
and position, nor with the extent. of their possessions ..•• 

The era of freedom will be achieved only as social se~urity and human· 
welfare become the main concern of men and nations. It is necessary that 
social security and human welfare should be expressed in definite terms. It is, 
however, not my purpose to attempt to give a blueprint of the new order. Of 
the kind of objectives I have in mind, I would merely mention the following 
as a national minimum: useful employment for all who are willing to work; 
standards of nutrition and housing, adequate to ensure the health of the whole 
population; social insurance against privations resulting from unemploy­
ment, from accident, from the death orthe breadwinner, from ill health, and 
from old age. 

Monopoly of control must give way to joint control in all thatpertains to 
just relations. I should like to see labour-management committees in every 
industry in our country, and in agriculture. Happily, the principle of the 
partnership of management and of workers in the community is making 
steady progress. Where it is tried it is proving its worth. It is only by fully 
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realizing and accepting this partnership that the necessities of industry can 
be harmonized with the hope of humanity.u 

(2). Statements hy th1 Committe1 of th1 Houu of Commons 

The Co.mmitt~e on Reconstruction and Reestablishment appointed 
by the Canadian House of Commons on March 24, 1942, held sixteen 
meetings, at which it heard statements by members of the Cabinet, 
by government officials, by representatives of special groups and asso-

. ciations, as well as by independent individuals and experts. On July 
20, 1942, the Committee submitted its report to the House of Com­
mons. The report formulated the central postwar problem as that of 
''full employment.'' The text of the report is as follows: 

Your Committee feels strongly that the most immediate reconstruction 
problem confronting Canada today is the creation of emplo}'l!lent for and 
the settlement of returned soldiers and workers from war industry. Your 
Committee therefore has commended an intensive study of Canada~s natural 
resources for the purpose of being in position to make recommendations 
designed to bring about their pro~r utifization in such manner as will make 
it possible for the government of Canada, iri cooreration with ~evinces 
and municipalities, to avail itself of every opporturuty to create employment 
for, and arrange the permanent and satisfactory settlement of, men and 
women discharged from our armed forces and from the merchant navy and 
workers released from industry. 

Your Committee hopes to continue this study when the House meets again 
following the adjournment. Convinced, however, that it will be unable to 
complete its enquiry during the present session, your Committee recommends 
that a Reconstructton and Reestablishment Committee be set up during the 
next session of Parliament.11 

The recommendation of the 1942 committee was carried out, and a 
new committee was appointed by the House of Commons in March 
1943. The Parliamentary Committee of 1943 has held a number of 
hearings, but has so far made no report. 

(3). Statements /;y the Advisory Committee on Reconstruction 

The most detailed analysis of reconstruction aims and policies has 
been made made by the Committee on Reconstruction, which was 
organized in March 1941, and reorganized in January 1943. The Com­
mittee has been conducting through special subcommittees a large 
number of inquiries dealing with one or another phase of Canadian 
economic and social life. 

15. Inttrnmional L11~our R.11Ji1111, December 1942, p. 719. 
16. Session 1942, House of Commons, Special Committee on Reconsuuction and Reestab­

lishment, Minutes,Jul.J Z0,194Z, Ottawa. 
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The central issue of this program of research has been formulated. 
by the chairman of the Committee, Dr. F. Cyril James, as ""the attain-

. ment of full employment within the Dominion of Canada, •• 
coupled with an increase in the standard of living. The Committee 
assumes that, as far as compatible with the attainment of full employ­
ment, the attempt should -be made to preserve ""the basic Canadian 
tradition of free enterprise and personal initiative in both political 
and economic life ... n · 

The Committee has divided its problems into three broad classes: 
(1) the problems that are purely domestic, in regard to which Canada 
can go ahead and do practically what it wants without consulting 
anybody else; (2) the problems which are domestic in the sense that 
they have to be decided by the Dominion government (or 'at_least 
are dependent on Dominion policy), but which are conditioned by 
events and activities in other parts of the world; and (3) the group 
of problems of vital importance to Canada, in regard to which Canada 
alone can do nothing at all because their solutiori depends upon inter-
national action. -· · 

Classifying the various problems in accordance with this division, 
the Committee presents what it designates The Framework of the Re­
construction Prohlem as follows: 

I. Problems that are entirely domestic in the sense that Canada can proceed 
entirely on its own initiative: _ . 
1. Employment opportunities within the Dominion. 
2. The conservation and utilization of natural resources. 

. 3. The development of plans for publicly financed construction projects. 
IT. Problems that lie within the field of domestic action, although the 

effectiveness of the solutions will be greatly affected by developments in 
other parts of the world: 
4. The relaxation of wartime controls. 
5. The rehabilitation of agricuh:ure. 
6. The rehabilitation of industry. . 

Ill. Problems that affect vitally the future prosperity of Canada, but depend 
for their solution, in large measure, upon international discussion and-
co-operation: · 
7. The structure of the world economy. 
8. Monetary and fiscal policies. 
9. Canada's foreign trad.e.IB 

17. Session 1942, House of Commons, Special Committee on Reconstruction and Re­
establishment, Minutes, M6:1 14, 1942, ''Statement by Dr. F. Cyril James, .. /. 36. Also, 
Session 1943, House of Commons, Special Committee on Reconstruction an Reestablish-
ment, Minlltts, M.Jmh 9-11, 1943, pp. 15-18. · 

18. Session 1942, House of Commons, Special Committee on Reconstruction and Reestabr 
lishment, J.un11tes, p. 43. 
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C. PB.OPOSAI.S FOil SOCIAL SECUlUTY 

In the two years of its existence, the Committee on Reconstruction 
has prepared a number of reports dealing with agriculture, popula­
tion, public works and other problems. Most of these reports are, 
however, of an' interim and preliminary character and have notre­
sulted so far in specific proposals of policy. 

The main exception is the work of the Committee in the field of 
social insurance and the social services. Early in 1943, the Committee 
completed a Report Dn SDcial Security for CanaJa11 which surveyed the 
present status of social security legislation in Canada and outlined a 
program for its extension and improvement. This report was sub­
mitted on March 11, 1943, to the Special Committecof the House of 
Commons on Reconstruction and Rehabilitation. 

Existing Legislation 
The report and the proposals based on it, like parallel schemes in 

England and in the United States, aim to enlarge and to unify the 
partial anel disconnected provisions already in existence. Canada has 
developed since 1927 a considerable body of legislation on social 
insurance and the social services. The several provinces, which under 
the Canadian federal system of government, have jurisdiction over 

·the social services, have introduced workmen's compensation acts and 
various forms of public assistance such as old-age pensions, pensions 
for the blind, mother's allowances, and unemployment relief. The 
provincial laws vary greatly with regard to the amounts of assistance 
given, qualifications of eligibility, standards for relief, and the extent 
of grants by the Dominion government. 20 In general, the provisions 
are regarded as inadequate to meet the needs for which they arc 
designed, except in the case of ex-servicemen. 21 1 

Dominion legislation covers old-age pensions and unemployment 
insurance. Under the Old-Age Pensions Act passed in 1927, the Do­
minion government offers grants to any province that establishes old­
age pensions. The Dominion Parliament began by paying 50 per cent 
of the cost of such noncontributory pensions, but later increased its 
share to 75 per .cent of the cost. The average pension paid by the 

19. The Report was pt;'epared by Dr. Leonard C. Marsh, Research Adviser to the Com­
mittee and formerly Director of Social Research aa: McGill University. It is entitled, Rlpm11n 
StKilll S~rurity for C11n11ti11: Th1 Rlquirements for Post-W11r Pl11nning. 

20. A. E. Grauer, Puhlic Assistlln&l 11ml Soci11l lnsurlln&l, A Study Prep~~reti for th1 R.oy11l Cllmmis­
iion on Dominio•Pro1Jimi11l l!.JI11tions, Ottawa, 1939. 

21. RJpm11n StKi11l Security for C11n11ti11, pp. 21-22. 
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provinces at present is $18 a month, and most of the provinces apply a 
means test in paying pensions. 

The Unemployment Insurance Act passed in 1940 and in operation 
since July 1, 1941, is under the exclusive jurisdiction of the Dominion 
government. The Act applies to. all persons employed ~der a contrac~ 
of service or apprenticeship, who are earning less than $2,000 a year. 
Excepted from the Act are workers in agriculture, lumbering, trans­
portation by air and water, domestic service, and in charitable insti-. 
tutions. Contributions and benefits are in proportion to earnings. 
Contributions are paid by workers and employers, and one fifth of 
such contributions is added by the Dominion government. Weekly 
contributions of employees range from 12 to 36 cents a week, and 
benefits for persons with dependents vary from $4.80 to $14.40 a week. 
There are many qualifications and conditions for benefiting under the 
scheme, a waiting period of nine days is required, and total benefits 
are limited by the amount o( contributions made.22 

A New Social Insurance System 
While recognizing the value of partial improvements in existing 

legislation, the Advisory Committee on Reconstruction strikes out 
for a complete overhauling of the system of social insurance and of 
the social services-in Canada. It wants a social.security structure 
which would lay the foundation of a ··social minimum" and elimi~ 
nate poverty. That can be achieved, the Committee believes, if provi­
sions are made against all the contingencies which threaten to under­
mine the economic and social position of the individual and the 
family. 

The contingencies are arranged in the report of the Committee in 
three groups: (1) those which result in interruptions of earning power 
and of income, that is, unemployment, sickness, disability, old age 
and premature death of the breadwinner; (2) those which require 
special expenditure, births, major illnesses and death; and (3) those 
which result from the fact that the normal income does not provide 
for the continuous budgetary needs of the family. Some of these con­
tingencies concern the entire population, some affect all gainfully 
employed, while still others are limited to special groups. 

The report stresses the merits of social insurance for dealing with 
the most important of these contingencies. Social insurance, accord­
ing to the Co.mtillttee, is an application on a much larger scale of the 

22. C#nt~JII y,.,. Book,1941, PP• 665-667. 
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principle of pooling risks on which commercial insurance is based,. 
but it also has the advantage of using the resources of the entire com­
munity for meeting risks. It is a .. pooling of individual risks by col­
lective means along with state control and participation." It derives 
added value from the fact that it ••avoids the evils of pauperization 
and the undemocratic influence of excessive State philanthropy." 
However, to provide for all. situations, it is necessary to combine the 
principle of social insurance with that of social assistance. Also, the 
method of income maintenance in the form of cash payments must be 
combined with that of services (in such form as medical care, national 
rehabilitation, etc.) 

If a social security system is to fulfill its role, the Committee report 
states, it must have some yardstick for determining the level of family 
income which is to be maintained. There must be, in other words, a 
.. desirable minimum'' to which the "social security fabric" is to be 
geared. That depends, on the one hand, on the share of the national 
income which is to be devoted to the purpose; and, on the other hand, 
on the requirements for a minimum of health and decency. 

On the basis of family living studies made in Canada, the report 
estimates the cost of a minimum family budget for 1939 as $122.85 a 
month for a family of five of which food expenditure would be $34.66. 
This computation produces a figure of $16 per week as the living wage 
minimum for both adults in the family and an average for each child 
of $4.10 weekly. A more economical budget would provide $10.30 per 
week for the adults and an average of $3.40 for each child. The first 
budget is the one recommended by the Committee as a "'desirable 
living minimum." At the present time many families, urban as well 
as rural, are below this minimum. The second budget, referred to as a 
"'restricted assistance minimum," is offered merely as a second best 
in case the first is not feasible. 

The Canadian situation with respect to the relationship of social 
security expenditures and national income is described as midway 
between the British and American conditions. Under the Beveridge 
plan about 10 per cent of the national income will be spent on social 
security for the first year on the assumption that the postwar national 
income of Britain would be about £7 billion and that later on the 
percentage would rise. If the British social security budget were 
translated into Canadian terms and for Canadian population figures 
the social security sum would be $800 million to $900 million. The 
report states: 
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H social security for Canada involves something approaching a billion­
dollar programme, it must be remembered that not afl of this amount of 
collection and disbursement would be tax-financed c;>r state funds; and it 
must be measured also against the wholly new levels of national production 
and Dominion budgeting that a war economy has brought into existence. 
The national income, which averaged around $3.8 billion in the twenties 
and thirties, is nearer $8 billion today. Even if some temporary reduction is 
to be anticipated on the grounds that unit-costs of war goods are higher t~an 
those of peace goods, it would be reasonable to assume levels of post-war 
national mcome which are more than twice as high as those of the years of 
depression: lD-12! per cent of these levels for social security disbursements 
would be a reasonable commitment. 23 · 

Specific Proposals 
On the basis of these general principles, the report of the Committee 

makes a detailed analysis of the various aspe~ts of social security in 
Canada, and offers specific suggestions with regard to each. Briefly 
summarized, the recommendations of the Committee are as follows: 

1. The coverage of the present Unemployment Insurance Acf should be 
extended and the benefits under the act for workers with dependents 
should be raised to a figure about 50 per cent above the benefits to single 
persons. (Benefits now range from $4.08 to $12.24 a week for single per.:. 
sons and from $4.80 to $14.40 a week for married persons.) · · 

2. Unemployment assistance is to be paid to uninsurea persons at rates .about 
10 per cent below the benefits paid under unemployment insurance. 

3. A new compulsory contributor}" old-age insurance system (retirement 
insurance) should be established, payable to all persons reaching the 
age of retirement, regardless of income. The retiring age is to be lowered 
to sixty-five for men and sixty for women. The_ old-age pension is to . be 
fixed at $30 a month for a man and $15 more for his wife. . . , 

4. Permanent disability pensions are to be provided at the same rates of $30 
and $15 a month as in the case of old-age pensions. . ·. . 

5. Survivors· pensions are to be paid to widows on the same scale as old-age 
pensions. · · 

6. Children·s allowances are to be established in respect of every child 
regardless of family income. The allowances would range from $5 a month 
for a child under four years of age to $12.50 for children :fifteen and six­
teen years old. Present income tax exemptions for depindent children are· 
to be abolished. . 1 

7. Maternity benefits are to be provided for employed women. 
8. A nat!onal compul~o~y contributory health insurance system is to be 

establtshed for all c1t1zens. · 
9. Funeral benefits are to be paid in the amount of $100 for adults, $65 for 

, juveniles and $25 for children. . 

The cost of the proposed social insurance system is estimated at 75 
to 90 cents a week for farmers and rural workers and from 75.cents to 
$1.80 a week for industrial wage earners. Employers are to pay 90 

23. Ibid., p. 121. 
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cents a. week for each employee. The total cost is placed at about $1 
billion a. year of which hall is to be provided by contributions of the 
insured and the other hall by the government from public funds. 1 

Health lnsurancc Bills 
]he report of the Advisory Committee on Reconstruction on social 

security is to be used as a. basis for further studies, but health insurance 
has been made the object of immediate: legislative proposals. Three 
draft bills have been submitted to the Social Security Committee of 
th~ House of Commons by Ian Mackenzie, Minister ·of Pensions and 
National Health, as follows: 

1. A Dominion health bill, under which the Dominion government would 
. make grants to the provinces for health insurance and other health 

measures. 
2. A draft provincial bill, containing the machinery under which each 

province could set up health insurance. , 
3. A physical fitness bill, authorizing the establishment of a. Dominion fund 

from which grants would be made to the provinces carrying on approved 
_ programs. 

If the proposed bills become law, every Canadian will receive medi­
cal and dental services, hospital care and drugs as necessary. The 
annual premium for adults earning incomes will be not more than 
$26 a. year. Those with very low incomes will contribute not more 
than 3 per cent of their income if single and 3. 7 per cent if they have 
dependents. The total cost is estimated at $260 million of which about 
$131,436,000 a. year would be paid from public funds. 

The health insurance plan obligates the provinces to assist actively 
in the general health program by. providing free treatment and care 
for persons suffering from tuberculosis and mental disease and by 
carrying on a. program for the prevention and cure of venereal disease. 

The provinces will also be required-to train doctors, nurses, engi­
neers and other health experts, make special investigations into public 
health matters and promote the physical fitness of young people. 

In return, the Dominion government will provide grants for this 
work and for the construction of additional hospital buildings.u 

The health insurance bills are in the form of .. enabling" bills. The 
constitutional difficulty will thus be avoided, and there will be no 
necessity of amending the British North America Act to give the 
Dominion Parliament jurisdiction over health insurance. The prov-

24. Chri.rti1111 Scienct Monitor, March 16, 1943; also The New York Times, March 17, 1943; also 
.. Social Security Planning in Canada,'' lntemt1tiont1l Lt~lmw R.lt~ilw, May 1943, pp. 591-616. 
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• 
·. inces will pass laws based on federallegislationancl administer the 
schemes when idopted. 

The bills also provide for the creation of a National Council on 
Health Insurance. The members' of the Council will be the Director 

. 't i. 

of National Insurance of the Department of Penstons, the Deputy 
Minister of Health of each province, representatives of each of the· 
professional groups, doctors, dentists, etc., directly concerned in the 
administration of health insurance, of labor, industry, agriculture and 
of women's organizations. The Council will advise i:he Minister of 
Pensions and National Health. 

Unemployment Insurance and Employment Security 
While the Committee on Reconstruction proposes to improve thy 

Unemployment Insurance Act, as indicated above, it stresses the 
point that the "only basic answer to unemployment is employment." 
To insure .. full employment," especially during the period o(~'eco­
nomic demobilization" at the end of the war, it suggests: ,(1} an 
.. employment reserveq of construction projects of at least $l billion 
for the first year after the war; and (2) ~system of occupational re~d-, 
justment including placement, guidance, and the provision of training 
facilities. 

,. 
d. FISCAL, MONETARY AND TRADE POLICIES 

The Committee on Reconstruction has made' it clear that all pro-= 
posals for social betterment after the war depend on the capaCity of 
Canada to maintain its foreign trade and to provi.de employment for 
its people.26 This involves also problems of fiscal and monetary 
policy. . . 

The lines along which the government is considering these prob­
lems have been indicated by F. Cyril James, the 'chairman of- the 

25. The Canadian government is exploring the possibilities of closer economic co-opera­
tion after the war with the United States as well as the problems of general world organiza­
tion. Some work along these lines is being done by the United States-Canada Economic 
Committee. There are also projects for closer regional collaboration, e.g., those under investi­
gation by the State of Minnesota and the Province of Manitoba. According to the Foreign 
Commerce Weekly, the Joint Economic Committees of Canada and.. the United States and the 
Joint War Production Committee of Canada and the United States are collaborating on 
postwar planning. The Committees are giving consideration to: measures that would cushion 
social and economic hardships and provide full employment upon demobilization; utilization 
of additional wartime productive manufacturing facilities and agricultural resources; avoid- .. 
ance of postwar inflation by orderly release of blocked purchasing power and consumption 
needs; legislative and administrative barriers, including tariff and trade barriers, with a view 
to eliminating all forms of discriminatory treatment in international commerce by appropriate 
international and domestic measures. See Foreign Commme Weekly, U. S. Department of Com­
merce, December 19, 1942, p. 20. 
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Advisory Committee on Reconstruction. A statement which he made 
to the House of Commons Committee on Reconstruction and Re­
establishment, contains. the following points: 

1. The creation in Canada of something corresponding to the Public Works 
Reserve in the United States may be necessary. · 

2. The recognition that the ideal for the future structure of the world is an 
organization that is world-<mbracing in its scope-either because the 
whole world is treated as a unit or because provision is made for the close 
co-ordination of the several regions. The center or nucleus of such an 
organization would necessaril[ be: some broad economic affiliation between 
the British Commonwealth o Nations and the United States. 

3. If there is to be a world economy, it is essential that there should be 
· throughout the area of that world economy a co-ordination of monetary 

policies. That does not imply, in any sense, a restoration of the pre-1939, 
and still less of a pre-1914, gold standard. 

4. It is recognized by a very large number of monetary theorists that mone­
tary policy is the handmaiden of commerce, industry and agriculture, and 
not itself the governing factor by which those baste economic activities 
should be regulated. There is in this country, in the United States and in 
Great Britain, a widespread recognition of the idea that the postwar aim 
of monetary policy must be the attainment of full employment. 

~. The attainment of full employment implies at certain periods an un­
balanced budget. It implies that when a program of publicl[ financed 
construction projects is put into operation, the government wil be spend­
ing more money than it will be collectin~ in the form of taxes. Further­
more, the whole reconstruction yrogram 1m plies that at the end of this 
war taxation probably will conttnue to be heavy for some years. . 

6. If Canada is going to sell goods abroad, either it must take payment in 
$oods or services produced in other countries, or it must frankly express 
1ts willin~ness to supply such goods as a long-term capital investment to 
be paid etther by principal and interest in traditional fashion or to be 
repaid intangibly by better relations and a better ordered world. 

7. Tariffs and export markets depend very largely on the structure of the 
world, either as a unit or regionally, and upon the extent to which Canada 
is lending capital or buying goods. If the first stage of the problem is 
satisfactorily solved, a study of tariffs and market opportunittes may be 
very much more easily attempted. 

3. THE PosiTION o:r UNOPPICIAL O.a.aANIZATIONs 

• The Advisory Committee on Reconstruction and other Canadian 
government agencies are encouraging private groups and organiza­
tions to consider postwar problems and plans. Though there has been 
considerable discussion, few organizations have formulated plans or 
taken a definite stand on the questions at issue. 

I a. EMPLOYERS ASSOCIATIONS 

In Canada, as in the United States, there are many trade associa­
tions and several national employers' organizations such as the Cana-

, 
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dian Chamber of Commerce and the Canadian :Manufacturers" Asso­
ciation. The latter is somewhat parallel in composition and character 
to the National Association of :Manufacturers in the United States. 

At its annual general meeting in July 19-!2, in Toronto, the Cana­
dian 1hnufacturers" Association held a one-day .. Post-War Planning 
Conference.··u The members of the Association heard a report on the 
activities of the Advisory Committee on Reconstruction. Since then 
the Association has appointed a committee on postwar problems. 

Similar committees have been established by the Chamber of Com­
merce, by the Association of the Pulp and Paper Industry, the Cotton 
Textile Institute, the life insurance companies and several other-trade 
associations. The Heavy Industries Post-War Planning Committee 
set up by the Canadian Institute of Steel Construction has set forth 
a program of nineteen points, the most important of which are: 

' 
1. Transference of established £rms from ··slum·· plants to new war plants 

and demolition of the old ones; . 
2. Development of new materials which have made great strides during 

the war; ·· · 
3. Government control of orderly marketing of salvageable material from 

demolished temporary buildings, or of donations to devastated foreign 
countries, so as not to undermine new manufacture and employment; 

4. Surveys by heatin~ and ventilating engineers of existing plants in Cana-
dian industries, w1th a view to postwar modernization; 

5. Installation of underground transit in the bigger cities to relieve traffic; 
6. EJirnination of level crossings; · 
7. Solution of sewage and water problems which many cities have deferred 

during wartime; -
8. Demolition of municipal areas with low sanitary and moral standards; 
9. Provision of two weeks" holiday a year for all work:men.27 

b. LABOlt Oll.GANIZ.ATIONS 

, Trade union membership in Canada, as in other countries, has in-
1 . 
1creased since 1939. At the end of 19-!2, there were some 500,000 mem-
bers in Canadian labor unions. The largest numbers .. of organized 
workers are in railroad transportation, the building trades; the metal 
trades, mining, and the public and am~ement services.28 

Organized labor in Canada is divided among four national labor 

26. .. Post-War Planning Conference, held at the 71st AnnUal General Meeting. Canadian 
Manufacturers" Association,•• reprinted from WIISiriM C.JIIIIU. July 1942. 

27. The Senate of Canada. Session 194.3. Pnmdi•t,s •f thl Specilll Cnmnitt«"' .Ecnunt~i& L­
ut•hli~ht~~n~~-J SKU~ S~. Ottawa.194.3. p. 16; also C. S. Kane in Et~t,i-m& •rul Cllltrlld 
Rlc•J. Toronto. February 10. 194.3; also Thl Mllld-:J Timts. Toronto. May 194.3. · 

28. The uud• y,..,. &d.,194Z reports 365.544 members in trade unions in Canada at the 
end of 1940. According to the Department of Labour. the total membership of Canadian labor 
unions at the end of 19U was over 461.000. The total number of workers and employ~ in 
Canada is about 3 million. 
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organizations. The oldest and strongest is The Trades and Labour 
Congress of Canada with a membership of about 184,000 in 1940. It 
is the Canadian parallel of the American Federation of Labor. The 
Trades and Labour Congress has a number of unions which are 
affiliated with the AF of L. 

The Canadian Congress of Labour, organized in 1939, had about 
77,000 members in 1940. It is the Canadian counterpart of the Con· 
gress of Industrial Organizations in the United States. A number of 
the unions of the Canadian Congress of Labour are affiliated with 
the CIO. 

The Confederation of Catholic Workers of Canada, organized in 
1921, had in 1940 about 45,000 members.11 It is similar to the Catholic 
labor unions which were in existence in Belgium and Holland 
before 1939. 

The Canadian Federation of Labour is a small organization with 
4,319 members in 1940. 

Of the four national trade union organizations, the first two de­
scribed above are of greatest importance, and their pronouncements 
on postwar problems are of interest here. · 

Trades and Lahour Congress of Canada 
This organization, like the American Federation of Labor, empha­

sizes particularly the need for social insurance "legislation. At its 
annual convention in August 1942, it passed resolutions urging the 
early enactment of a national health scheme, improvement of the 
rresent Unemployment Insurance Act, the lowering of the age limit 
for pensions from seventy to sixty-five and increasing the rates under 
the present Old-Age Pensions Act. ao 

The Canadian Congress of Lahour 
At its convention in September 1942, the Canadian Congress of 

Labour passed a resolution on postwar problems which stressed the 
need of formulating plans to assure "the common people the Four 
Freedoms," ••fun employment .. and .. decent standards of living all 
over the world.' • · 

The convention also went on record in favor of public ownership 
and control of financial institutions, various improvements in the 
Unemployment Insurance Act and the Old-Age Pensions Act, the 
introduction of a system of national sickness insurance, the adoption 

29. Intemmional uhour IVview, February 1943, p. 254. 
30. IhiJ., November 1942, p. 622. 
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of a nation-wide housing plan; . and closer co-operation between the 
workers of the American, British and Soviet trade unions. 31 

C. OTHER ORGANIZATIONS 

Various university and professional groups have organized public 
discussions of the problems which Canada may face after the war. 
The publications of these groups cover a wide range of subjects­
from conservation of natural resources to foreign trade, housing and 
education. 32 • ' 

Among the organizations which have formulated definite proposals 
is the National Council of Women of Canada. 33 In July 1942, it issued 
a program which covers all phases of Canadian life as well as prob-
lems of international relations. ' 

The section of the program of the Council dealing with national 
problems includes demands for improved health and ·other social 
services, for an extension of the unemployment insutance systems, and 
for a revision of the National Housing Act ''to make the building of 
houses more easily available to persons of low and moderate in­
comes. I I u The Council wants '·a rigorous policy of immigration after 
the war," on a ~elective or quota basis, combined with land.settle­
ment and with an organized employment service to place immigrants 
in suitable employment. 

The program of the Council favors a large role for women in the· 
industrial and public life of Canada after the war, and the "appoint­
ment of well-qualified women on bodies concerned with peace terms 
and postwar reconstruction." · 

31. Ibid. 1 p. 624. , · , 
32. See for instance Reconstrt1ction in Canada, Lectures given in the University of Toronto, 

edited by C. A. Ashley, Toronto,1943; also Radio Talk Series on Post-War Reconstruction, given 
under the auspices of the Extension Department of the University of Alberta (available only 
in manuscript form); also Journal, Royal Architectural Institute of Canada, Toronto, September 
1942; Vol. 19, No.9. · . 

33. National Council of Women of Canada, Preliminary Program for Post-War Planning, 
July 1942 (mimeografhed). This organiza~on carries on educational work on public prob­
lems. It has provincia and local branches, and a considerable following among various groups 
of the population. Catholic women's organizations are not affiliated with the Council. 

34. Surveys made since 1932 have shown that housing conditions in Canada are" generally 
bad" in urban and rural areas, that there is much overcrowding, and that there are many 
"slum areas" in the larger cities. The Dominion Housing Act of 1935, and the Nation~ Hous­
ing Act of 1938, and the provincial legislation on the subject have not materially relieved the 
situation. The Royal Commission on Dominion-Provincial Relations summed up the situation 
before the war as follows: ~ 

"There is an absolute shortage of houses in Canada. This shortage presses hardest on the 
low-income groups and leads to overcrowding. Overcrowding means that large numbers of 
people live under insanitary and undesirable conditions, a condition tending to the physical 
and moral deterioration of whole districts, thatis, slums." See A. E. Grauer, Housing, A Study 
Prepared for the Royal Commission on Dominion-Provincial Relations, Ottawa, 1939, p. 49. 
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The National Council of Women of Canada emphasizes that the 
approach to the problems of reconstruction "'must lie in the strength­
ening of the moral and spiritual foundations·· of democracy. Accord­
ing to the Council, ··emphasis'' is needed ··on the brotherhood of man 
and the social responsibilities of the individual," the eradication of 
poverty and of social injustices, ··re-affirmation of our faith in democ~ 
racy," and acceptance of ••the implications of the democratic way 
of life and of the responsibilities which accompany its privileges." 

4. PosTWAR REcoNsTRUCTION AND PoLITICAL PARTIES 

The fate of Canadian postwar proposals hangs on the relative 
strength of different political groups after the war .. The Dominion, 
government has been under the control of the Liberal Party since 
1940.11 While there is considerable agreement in the country on some 
of its proposals, there are also wide differences of opinion on general 
policy which are partly sectional and occupational in origin, partly 
traditional and nationalistic. The middle-of-the-road progressive 
Liberal Party is flanked on the right by the Conservatives who are 
lukewarm to social reform and strongly protectionist. On the left 
of the Liberals are the radical agrarians of the West and the Coopera­
tive Commonwealth Federatio1;1 which advocates government owner-

. ship of essential industries and financial institutions and more far­
.reaching programs of social insurance and ··industrial democracy." 

35. Ia the elections of March 1940, the Liberal Party gained 177 scats out of a total of 245. 
The ConsenatiTC Party woo 40 scats. The Cooperative Commonwealth Federation, known 
as the CCF which has a socialist program, won only 8 scats. Gallup _polls indicate, however, 
that the CCF has been gaining ia strength since 1939. Sec Frank Underhill, "Canada's Rising 
Socialists,•• Th1 N11tion, March 27, 1943; also William Henry Chamberlin, C11n11Jr-ToJ"J 11nJ 
Tnnomw,1942, pp.174-200. 



Chapter 9 

STATUS QUO OR CHANGE IN AUSTRAUA? 

AusTRALIA BEGAN considering problems of postwar reorganization 
about the same time as Canada. Early in 1941, a Commonwealth 
Inter-Departmental Advisory Committee on Reconstruction was cre­
ated.1 In February 1941, a Division of Reconstruction Research was 
established in the Department of Labour and National Service, and 
Dr. H. V. Evatt was appointed Director. 

The functions of the Division were to carry on research, to co­
ordinate the research work of the universities and of priv~te technical 
institutions working on reconstruction problems, to encourage and 
assist the study and discussion of reconstruction problems by non­
official groups; and to act as secretariat for the Commonwealth Inter­
Departmental Advisory Committee on Reconstruction, for the Pre­
miers· Conferences and for other conferences which might be called 
to further reconstruction studies by the Conimonwealth and by the 
several states. 

In the course of the year, New South Wales, Queensland, and sev­
eral other states2 established postwar reconstruction committees to 
consider state problems and to co-operate with the Commonwealth 
Advisory Committee in the study of general national problems. 

While these committees were appointed by the executive authori­
ties, the legislative branch of the government took steps in the same 
direction. In July 1941, the Commonwealth Parliament appointed a 
Joint Parliamentary Committee to report on ways and means of 
improving the social conditions of Australia. 

1. The Inter-Departmental Advisory Committee on Reconstruction was appointed by the 
Minister of Labour and National Service. The Committee consists of re{'l"esentatives of all the 
departments directly concerned with reconstruction problems. Its funcnons have been defined 
as including the allocation to appropriate departments of interdepartmental investigations 
requiring co-operative action, exchange of views, and informanon on interdepartmental 
reconstruction problems, and review of current policy from the point of view of 1ts implica­
tions for the postwar period. A number of subcommittees have been set up by the Inter­
Departmental Committee to study specific problems. · 

2. The Commonwealth of Australia is composed of the states of New South Wales, 
Victoria, Queensland, South Australia, Western Australia and Tasmania and of two Terri­
tories-the Northern Territory and the Australian Capital Territory. The population of 
Australia in 1939 was estimated at about 7 million, of which New South Wales had 2,770,-
000; Victoria-1,887,000; Queensland over a million; South Australia about 600,000. Western 
Australia with an area of nearly a million square miles had about half a million people, and 
the Northern Territory with an area of over half a million square miles had a population of 
some seven thousand. 

201 
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The official committees have made use of the universities and of 
private research institutions. Organized groups such as employers' 
associations and the trade unions have also made contributions to the 
discussion. 

As the preparatory studies proceeded, it became evident that the 
problems of postwar reorganization cut across the lines dividing the 
powers of the state and Commonwealth governments. To overcome 
this difficulty, a bill was introduced in the Australian Parliament on 
October 1, 1942, to amend the Constitution so as to enable the Com-

. monwealth Parliament to deal with postwar reconst~uction on a 
national basis. The bill specified that in order ··co achieve economic 
security and social justice in the post-war world and for the purpose 
of post-war reconstruction generally," it would be necessary to legis­
late on the following subjects: (1) the reinstatement and advancement 
of soldiers and dependents of those killed or disabled; (2) employ­
ment, including the transfer of workers from wartime industries; (3) 
development of the country and expansion of production and markets; 
(4) prices of goods, including their regulation and control; (5) en­
couragement of population; (6) carrying into effect the guarantee of 
the "'Four Freedoms''; (7) national works and services, including 
water conservation, irrigation, afforestation, and protection of the 
soil; (8) transport, including air transport; (9) national health and 
fitn~ss; (10) housing of the people; (11) child welfare.• 

The Constitutional Convention held in Canberra during the last 
week of November 1942, unanimously carried a motion transferring 
to the Commonwealth the powers of the states for postwar recon­
struction. At the end of the war, or earlier, a referendum is to be held 
to determine permanent amendments to the Constitution. On Decem­
ber 2, 1942, the Constitutional Convention approved a draft bill 
specifying the powers to be transferred to the Commonwealth Parlia­
ment, and limited the period of such transfer to five years. Provisions 
were inserted to insure that certain powers will be exercised only 
with the approval of and in co-operation with the state authorities, 
officers and agencies. The Premiers of the several states agreed to 
introduce this hill in their state parliaments before the end of January 
1943, and to do their utmost to secure its passage promptly. It has 
not been ratified as yet. 

Following the decision of the Canberra Convention, a subcommit­
tee of members of the Cabinet assumed responsibility for postwar 

3. I111munional Lahour RJ11iew, November 1942, p. 58. 
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planning. J. B. Chifley, Treasurer of the Commonwealth of Australia, 
became also Minister for Post-War Reconstruction. A Department o{ 
Post-War Reconstruction was established under the direction of Her­
bert C. Coombs, which will operate through a number of committees· 
consisting of representatives of different groups of the population. 

The subjects included in the program of postwar planning cover a 
wide range. Australia, like Canada and New Zealand, has taken 
definite action on the rehabilitation of demobilized soldiers which is 
regarded as of primary importance. Much attention has also been 
given to the reconversion of war industries, possibilities of land 
settlement and population policies, the prospects of further indus­
trialization, and of trade outlets for old and new industries; social 
security and employment, the relations of Australia to the British 
Empire and to the United States. ·· 

1. TRAINING AND PLACEMENT OF DEMOBILIZED MEN 

In accordance with a decision of the Cabinet on January 17, 1941,. 
a subcommittee of the Inter-Departmental Advisory Committee on 
Reconstruction prepared a program for the peacetime retraining and 
placement of men from the armed forces of Australia.' The report of 
the subcommittee became the basis of a bill which was introduced in 
Parliament early in 1943. 

By 1943 there were over 700,000 men in the Australian armed 
forces. The problems which these men will face at the end of the war, 
according to the subcommittee which studied the subject, will vary 
in accordance with the physical and psychological injuries which 
they may have suffered. But apart from injury or loss of health, the 
men will also have to face the loss of opportunities for advancemen-t 
due to changes in Australian industry and to the fact. that those who 
remained at home will have had the advantage in adapting to changes_. 
Furthermore, the return of the men from the army will coincide with 
the discharge of workers from war industries. 

The Australian program for dealing with this problem is based on 
the principle that the government must provide for the returned 
soldiers comprehensive educational and vocational training to fit 
them for re-entry into civillife. 5 The limiting conditions are that the 

4. The subcommittee consists of representatives of the Department of Labour and Na-.. 
tiona! Service, the Repatriation Commission, the Education Service of the Army, and the 
Royal Australian Air Force Rehabilitation Service. 

5. After the First World War, returned soldiers were accorded preferential appointments 
to positions in the Civil Service. Such a provision is not likely to affect a large number of 
persons; the total number of returned soldiers appointed to permanent positions in the public 
services between 1918 and 1939 was 7,009. 



204 POSTWAR. PLANS OF TBB UNITED NATIONS 

applicant must seriously wish to be trained in some specified pro­
fession or trade:, that he have aptitude for it, that three months after 
d~scharge he reach the recognized standards for entry into the occupa­
tion, and that he will be able to find employment in the occupation. 
The training is to be given free by the government except that in the 
case of professional courses the applicant must undertake to repay, 
with interest, the maintenance paid to him after the first year, which 
is to be regarded is a loan. 

Payments for maintenance during the period of vocational training 
are to be adjusted in such a way that the total amounts received from 
such payments and from other public or private sources of income 
shall not exceed £2.2s.OJ. a week for a man, 18s. for the wife: of the 
man or his dependent mother, and 7s. 6d. for each child under sixteen 
years of age. Mter the training period is over and while he is awaiting 
placement, the returned soldier is to be paid maintenance, not to 
exceed £4.2s.6J. a week for a maximum period of six months. To ad­
minister this program, a Commonwealth Co-ordinator of Training 
will be appointed-a civilian educator who has knowledge of indus­
trial and commercial organization. 

The proposals of the subcommittee were embodied with some 
changes in the Australian Soldiers' Repatriation Act passed in 
April 1943.1 

2. RE-EMPLOYMENT AND PuBLIC Wo:a.n 

The training program for demobilized soldiers may relieve to some 
extent the competition for jobs immediately after the war. Still, there 
is some doubt in Australia whether even under favorable conditions 
it will be possible to carry out the reconversion of industry to a peace­
time basis quickly enough to 'absorb workers as fast as they will be 
released from wartime occupations. The government has built and 
financed in the. last few years a number of plant extensions and new 
t?lants for the production of munitions and other war materials. The 
number of workers employed by the government in munitions, air­
craft and shipbuilding is about 125,000, or, 22 per cent of all workers 
in arms factories. The transfer of soldiers and war workers to peace­
time industries, it is estimated, will affect 1,300,000 persons. 7 The 
danger of widespread unemployment, a source of industrial and 

6. The Act is in the form of amendments to the Australian Soldiers Repatriation Act, 
192Q-1941. 

7. See Uoyd Ross, •• Australian Labor and the War," FM E11sttn1 StiNie.J, January 25, 1943. 
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social unrest, looms at the end of the war. Public opinion, it is 
claimed, will not tolerate such conditions, especially since, the 
people have become used, during the war, to large public expendi­
tures and to the idea that such expenditures can reduce unemploy­
ment to a minimum. 

It is therefore proposed that the governme~t prepare to secure tem­
porary employment to released war, workers until they can be ab­
sorbed in peacetime industries. The government is to take steps now, 
to establish a "reservoir" of planned public works with the aid and 
co-operation of the state governments. The states of the Australian 
Commonwealth have been the chief promoters of public works ,in the 
past and they have the personnel for mapping out projects which 
accord with their needs and resources .. 

The public works considered include projects .of afforestation, 
irrigation, and soil protection. 8 It is also proposed that some of these 
works be woven into long-range plans for the agricultural and indus­
trial development of the country. Although no pro grain has as yet· 
been definitely prepared, the proposal to use public works for ~hese 
purposes is widely approved. The Department of Reconstruction of_ 
the Ministry of Post-War Reconstruction is now studying the subject. 

. I 
I 

3. SociAL SEcURITY AND HousiNG 
I 

Australian standards of living are among the highest in the world 
and provisions for social security are more advanced· there. than in 
many countries. Nevertheless, large·numbers of the population are 
ill-nourished, ill-clothed, and poorly housed. Social services have 
developed piecemeal and vary considerably from state to state. The 
Commonwealth legislation covers only old-age and invalidism pen­
sions, maternity benefits,· and child endowment provisions. There is 
no unemployment insurance on a Commonwealth basis 9 or in any of 
the states. · 

8. At the first meeting of the Post-War Reconstruction Committee of New South Wales, 
the Prime Minister of the state included in the list of proposed public works water conserva­
tion, housing, hospitals, land settlements, forest conservation, water supply and sewerage, 
railways and schools. International Labour Review, February 1942, p. 168. - . 

9. The Commonwealth Invalid and Old-Age Pensions Act came into effect in July 1909, 
and has since been often amended. The Ia w now provides old-age pensions to persons over 
sixty-five who have lived in Australia twenty years (in some cases to persons over sixty), and 
invalidism pensions to incapacitated persons who have been in the country five years. The 
rates of payment vary, but they must not exceed £52 a year, and the pensioner's income 
£84.10s. a year. In 1940, there were over 270,000 old-age pensioners and over 58,000 invalid 
pensioners. Wa~ pensioners ar~ provided f~r under a separate system. Un~er the Common­
wealth Materruty Act, a spee1af .r.ayment 1s made for every newborn child to mothers of· 
families with an income below £.247 a year. On April 7, 1941, the Commonwealth Child . 
Endowment Act cam~ into force, whic~ provides payment under certain conditions in sup-
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As pointed out above, the Commonwealth Parliament in July 1941 
appointed a Joint ~arliamentary Committee to report on ways of im­
proving the social insurance system in Australia. The publication of 
the Beveridge Report in England further stimulated this movement. 
Spokesmen of the Australian government, which is a labor govern­
ment, claim that Austr~lia intends to go further than the Beveridge 
Report. The new social insurance system of Australia is to provide 
··security from the cradle to the grave, .. including maternity allow­
ances, child endowment, widows' pensions, health insurance, free 
hospital and medical services irrespective of income, much larger 
old-age pensions without a ··means test," and a living allowance 
during unemployment on a family basis about equal to the present 
basic wage of £4.10J. a week (about $20). The cost of these provisions 
is estimated at £50 tO £60 million ayear. 10 

Plans to improve the health of the Australian people will involve 
the zoning of Australia into medical districts and the employment of 
2,000 doctors, thousands of nurses, and salaried staffs of hospitals and 
health centers. Doctors demobilized from the fighting forces may be 
absorbed into this scheme. 

The Commonwealth may take over public hospitals, now a respon­
sibility of the states. Doctors" salaries will range from £800 for junior 
general practitioners to £1,650 for senior physicians and surgeons. 
There will be more than 450 new one-man health cento:s throughout 
the Commonwealth.· 

Cities also will be zoned, Sydney having thirty-five health centers, 
Melbourne twenty-five. Infant health centers and convalescent and 
rest centers form part of the scheme.11 

The National Health and Medical Research Council has submitted 
to the Joint Parliamentary Committee a plan for full community con­
trol of medical practice on the principle· that ··care of personal health 
is a social duty and no longer entirely an individual responsibility:· 

In February 1943, the government announced that a system of un­
employment benefits would be established in six months, and of sick­
ness benefits in nine months. At the same time, the Treasurer of the 
Commonwealth introduced a bill establishing a National Welfare 

port of children, in excess of one, under sixteen years of age. This is similar to the family 
allowance system in other countries and was intended to stimulate the natural increase of 
the populanon. The number of children benefiting from this Act runs into hundreds of 
thousands. • 

10. See speech by Australian Prime Minister, John Curtin, Th1 N1111 York Timu, November 
25, 1942. 

11. Th1 N1111 York. Ti1111.1, November 25, 1942 and December 7, 1942. 
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Fund of (A.) £30 million a year to be financed from increased inc.ome 
taxes, and to be used to increase payments for children's allowances, 
maternity benefits, old-age pensions and funeral benefits. 12 The bill 
became law in April1943. 

The Joint Parliamentary Committee has advanced the proposal to 
establish a commonwealth housing planning authority. The prewar 
period has left many slum areas in its trail. The war will have created 
a housing shortage, to meet which some 250,000 houses will have to 
be built, giving employment to 60,000 workers for ten yeli:rs. The 
government will also improve dwellings in rural areas by an extension 
of electric power projects, and by increased provisions for communal 
services and facilities. · 

4. INDusTRIALIZATION, LAND SETTLEMENT, AND PoPULATION PoLICY 

In considering postwar economic development, Australians gener­
ally look outside their own borders for a large part of their future 
income and prosperity. Perhaps a majority of the Australian people, 
and especially the labor groups, seek economic and social security on 
the basis of the international economic position which Australia held 
before 1939. This means that Australia would continue to develop its 
resources slowly, would maintain its limitations on immigration, 
would allow for only a small annual increase in population and labor 
supply, would remain essentially a producer and exporter of primary 
products such as wheat and wool, 13 and would develop secondary in­
dustries slowly and on a moderate scale. 

12. The Times, London, February 12, 1943. · 
13. Despite the growth of manUfacturing, agriculture remains the basic industry of Aus­

tralia, if pastoral and dairying activities are included with agriculture. For the decade 1930-
1939, about 20 per cent of Australia's gross value of output was derived from field cultivation. 
about 21 per cent from pastoral activity, about 12 per cent from dairying, malcing 53 per cent 
from farm life as compared to 38 per cent from manufacturing activity. Only about 6 per cent 
of the gross value of output was derived from mining and but 3 per cent from forestry and 
fisheries. 

Among the farm crops wheat is foremost both in terms of acreage and value of output. In 
terms of acreage under cultivation in 1938-1939, about 61 per cent of the land used was de­
voted to wheat with hay the second most important Australian crop far behind with only 
about 14 ~r cent. Oats and green forage crops each utilized about 7.5 per cent of the total 
acreage and the cultivation. For the same penod the value of wheat production amounted to 
about 22 million Australian pounds as compared to £13 million for hay and about £9 million 
each for sugar cane and orchard production. The volume of wheat produced fluctuates be­
tween 150 and 210 million bushels a year. 

Australia is noted for its large livestock population, particularly of sheep, which produce 
its most famous" crop" -wool. In 1938 sheep numbers aggregated 111 million. This amounted 
to about 16 ~heep t_o _every Australian. The average ann~al. wool outpu~ i_s about 1 b~on 
lbs; Other ammafs liv1ng off the green pastures of Australia 1ndude 13 million cattle, which 
produce large quantities of meat, milk, butter and cheese for the domestic and export markets 
and about 1,700,000 horses and about 1,150,000 hogs. See Commonwealth Year Boo.k,194<J; also 
"Australia's Agricultural Resources," Foreign Agriculture, U. S. Department of Agriculture, 
January 1943; also Foreign Comf11l1U Weekly, December 19, 1942, p. 33. · 
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However, there is a growing opinion among some groups-espe­
cially among businessmen and the middle class-that to maintain 
Australia in such a position may be neither possible nor desirable. 
From the point of view of national security, it is questionable whether 
a population bf some 7 million can protect a continent of nearly 3 
million square miles. From the point of view of national prosperity 
it is argued that changes in world markets make Australia's former 
position less tenable and her outlook less secure. The main market for 
Australian primary products, namely, the British, was beginning to 
contract even before 1939.Japan's purchases of Australian wool eased 
the situation only for a short time, and, as a result, Australia faced a. 
problem of surpluses difficult to solve. u 

If Australia. accelerated the development of its secondary industries 
and increased its population more rapidly, it would be possible for it 
to consume a. larger portion of its own agricultural and pastural prod­
ucts, to supply more of the manufactured articles which the country 
now imports, and thus to achieve greater balance· in the national 
economy as well as to' create a. more solid basis for national security. 

Australia. has already been tending in this direction. Australian 
industries had been growing rapidly before 1939,11 and the war has 
accentuated this trend in a. marked degree. While detailed statistics 

. 14. See Samuel McMahon Wadham and G. L. Wood, L11nJ Utili~11tion in AuJtfalill, Mel­
bourne, 1939, pp. 343-355; also David M. Dow, Aunrali11 AJ11anm, 1938, pp. 251-253. 

15. The value of output: of the manufacturing industries in Australia increased from some 
320 million Australian pounds in 1921-1922 to 500 million pounds in 1938-1939. The labor 
force in manufacturing Industries rose from 378,540 to 565,106 during the same period. Ac­
cording to the census of 1933, slighdy more than 32 per cent of the breadwinners in Australia 
were employed in the industrial groups (factories, construction, etc.) while only 20.3 per cent 
were engaged in agricultural, pastoral and dairying industries. In 1934-1935, there were 671 
industrial workers for every 10,000 of the population. while in 1938-1939 there were 816 such 
workers. According to the official yearoook, out of 3.155,600 gainfully employed, nearly 
600,000 were employed in primary agricultural production, about 70,000 in mining, about 
870,000 in manufacturing, construction and other industrial occupations, about 925,000 in 
transportation, trade, public administration, and finance, and some 242,000 in personal and 
domestic service. According to latest figures, on March 31, 1943 about 1,878,000 persons 
were employed in shops ana factories. 

The steel industry illustrates the extent of the advance of Australian industrialization. In 
1930 abouc 300,000 tons of pig iron were produced in Australia, but in 1939 the volume of 
production mounted to 1,105,000 tons. The production of steel ingots rose from 315,000 tons 
1n 1930 to 1,170,000 tons in 1939. The production of steel rails, bars, and sections rose from 
257,000 tons at the beginning of the decade to 988,000 tons in the last year of the last decade. 
Australian industry is heavily committed to two types of goods: (1) industrial metals and 
machines, and (2) food P!'Ocessing. In 1938-1939, the first group produced to the extent of 140 
million Australian pounds and the second about 152 million Australian pounds. After these 
two groups of industries there followed in about equal order the chemical1ndustry, the textile 
industry, the apparel industry, and the paper products industry to the extent of I about 25 to 
35 million Australian pounds. In terms oflabor, the metals and machines group led all the 
other Australian industries, as it employed in 1938-1939, 178,000 people, compared to about 
85,000 each for the food processing tndustries and the clothing industries. Commonwet~lth y,"" 
Book, 1940. 
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are not available, there has been a considerable wartime expansion of 
many industries, including iron and steel, food processing, and vehi- · 
des, especially aircraft. Provided this process continues after the war 
Australia could become a highly industrialized country, developing 
not only its iron and steel industry, 16 but such industries as high-speed 
tools, constructional materials, motor cars for domestic use, glass, 
optical instruments, and aircraft. 

The advocates of such a postwar industrial development realize that 
it depends on two factors-capital investment and a larger labor sup-· 
ply. In the past, Australia depended for its capital needs, in addition 
to local savings, almost entirely on the British ~apital market. 17 In 
view of the declining position of Great Britain as a creditor country, 
it is hoped that American businessmen might be induced to expand 
their investments and operations in Australia after the war. 

The war has accentuated the feeling that Australia's labor force is 
too small to support a large long-range industrial program and that a 
larger labor supply involves a change in immigration policy. Whether 
justified or not, the "Whi'te Australia" policy which has held for 
half a century has become "an article of national faith," 18 and·pre­
cludes drawing labor from the nearby overpopulated areas of the 
Pacific. The Australians prefer immigrants from Great Britain and 
northwestern Europe but are not entirely unwilling to accept immi­
grants also from southern and eastern Europe. 

Opinions differ widely on how large an anriual immigration would 
be possible and what the maximum or optimum population might be. 
The absorptive capacity has been estimated at from 30,000 to 50,000 
inimigrants a year, and the maximum population which the country 
might support from 15 to 30 million. These estimates were made with-: 
out considering industrialization. They might be subject to revision· 

16. The iron and steel industry of Australia is already highly developed. It is organized 
along monopolistic lines in a corporation known as Broken Hill Proprietary, which owns iron 
and coal mines, controls all steel production, has a plant for making alloys, produces many 
by-products, owns shipping facilities, and since 1937 has been also a large builder of aircraft. 
Brolcen Hill Proprietary is allied with Imperial Chemical Industries and with other large inter­
national corporations. It has been called ''the apotheosis of Australian capitalism," ~tnd 
though its policies arc of the benevolent type, they arc subject to political attack, as repre­
senting the "monopolistic stranglehold" upon Australian industry. However, monopoly is 
not so im.Portant an issue in Australia as in England or America, and it is argued that the 
industrial1zation of Australia depends upon a sympathetic cnvironmen·t for private enterprise. 
The Labour Party has not raised the issue of nationalization of the Broken Hill Proprietary. 

17. The total of British investments and loans in Australia are estimated at £600 million. 
American investments are about $75 million. 

18. It is claimed that this policy is not due to any, '"negative prejudice against the people 
of the Orient" but rather to ''a positive prejudice in favor of preserving Australia's racial 
uniformity." Jack Shepherd, Australitls Interests and Polkies in the Far East, Allen & Unwin, 
London, 1940, p. 195. 
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upward if a large industrial development were undertaken and capital 
funds obtained.11 The Australians, however, are against unorganized 
mass migration- and would only accept immigrants under controls 
which would protect prevailing standards of living. 

Along with industrialization, there might be a change in agricul· 
tural methods, new settlements on the land, and a greater decentrali· 
zation of the population, now so overwhelmingly urban. so The settle­
ment of immigrants on the land-the traditional form of developing a 
new country-is not regarded favorably in Australia because the good 
lands are presumably already occupied21 and further expansion of 
agricultural production would aggravate the already serious problem 
of surpluses. Furthermore, the war has increased the mechanization of 
agriculture which is likely to continue and which reduces the demand 
for agricultural labor. Further industrialization of the country and an 

·increased industrial population are needed to make more land settle· 
ment profitable. 

5. TRADE PoLICIEs AND ExTERNAL RELATIONS 

Even with accelerated development of secondary industries, Austra· 
Iia for some time to come can maintain high prosperity and full 
employment, only by finding markets for its large exports of agricul­
tural products.22 The opinion is growing that trade policies and ex· 

19. The rate of natural increase of the Australian population WJlS steadily declining for 
several decades. In recent years, the net reproduction rate has increased, bur: this increase is 
expected to be short-lived. The increase of population through net immigration was 136,862 
during 1911-1915 and 312,970 during 1921-1930. During 1931-1935, there was a net emigra· 
tion •. From 1936 to 1939, there was a small net immigration of about 30,000. It: is estimated 
that on the basis of present rates of natural increase and immigration, the maximum popula• 
tion in 1981 would Pc: about 9 million. 

20. According to the census of 1933, over 3,100,000 persons were living in cities. The 
largest cities were situated on the southeastern coasts. · 

21. Australia is one of the most sparsely populated regions in the world. It has only 2.2 
persons to the square mile. This compares with 3.0 for Canada, 41.3 for the United States, 
75.0 for Indo-China, 104.3 for China, 349.4 for Japan, and 678.0 for Java. However, the largest 
part of Australia is desert land. The area suitable for occupation and settlement has been esti· 
mated ar: 600,000 square miles. This is land with a rainfalf of over ten inches in the temperate 
zone and r:wenr:y inches in the tropics. Of this area, some 200,000 ,quare miles are arable, and 
60,000 square miles of r:hc best land arc already farmed. 

22. Compared with most countries, Australia has one of the highest per capita volumes of 
imports and exports. During most years Australia has an export surplus. The average annual 
vafue of exports in the five years from 1934-1935 r:o 1938-1939 was about (A.) £102 million. 
Imports in the same period were about (A.) £90 million. The growth of the export balance is 
due not only to the development of wool and wheat, but also of butter, meat, cheese and 
some mineral ores and minor industrial products. If gold is included among recent exports the 
balance is larger. 

Of the total exports in the decade of the thirties about as much as 48 per cent derived from 
pastoral activities and 23 per cent from field crops with 13 per cent from mining, 10 per cent 
from dairying and only5 per cent from manufacturing. The dependence of the major economic: 
sectors of Australian life upon the export market is shown by the fact that about 71 per cent 
of the gross value of pastural output is derived from the export market, about 37 per cent in 



STATUS Q.UO OR CHANGB IN AUSTRAt.TA? 211. 

ternal relations must change to obtain secure and adequate markets·. 
after the war. Doubt increases as to the value of the Empire preference 
system and ""Ottawa •• is said to be on the dissecting table. The large 
dependence of Australian exports on the British market has caused -
economic instability and is likely to cause more after the war in view· 
of the decline of population growth- in England and changes in 
British economic policy.n ' 

The discussion of postwar trade policy in Australia is a complicated 
ta.ngle24 from which we may pull the following main threads: 

1. Markets must be secure. Security can be achieved by having more and 
wider markets. Australia could develop a mutually profitable trade with the 
Pacific countries (China, Indo-China, the Dutch East Indies, the Philippines) 
and with the United States. 

2. Trade must be competitive. However, the doctrine of comparative 
advantage and lower costs must not be followed at the expense of living 
standards. This may call for international co-operation in adjusting prices, 
especially those of primary commodities. 

3. Markets should be widened and made more secure by raising the levels 
of living in the less developed countries. - · 

4. Surpluses must be controlled by international management. The Inter­
national Wheat Agreement, to which Australia is a party, adjusts output 
and supply to anticipated market demand.·Anothei method might be guaran-:­
teed purchases at fixed prices, along the lines of the agreement by which 
the United Kingdom has been taking Australia"s entire exportable surplus 
of wool, butter and cheese during the war and has agreed to take the entire: 
wool export for one year after the war. _ 

5. ""Protectionist excesses·· must be avoided, but developing industries 
will require some form of state aid. The need of wider outstde markets for 
agriculture must be reconciled with protection of domestic industries. T4is 
might be accomplished through trade agreements and common trade policies, 
subject to constant revision, and through periodic trade conferences. A 
country could be allowed to develop a particularly important industry under 

the case of field cultivation and about 25 per cent in dairy activities. In the case of mining, 
about 71 per cent of total income is derived-from sale abroad. In the case of manufacturing 
only 4 per cent of the gross value of output is derived from foreign sales. For statistical data, 
see umm•nwt11llh Ytlll' &•~ 1940. 

23. The Australian export market is largely a British market. In 1938-1939 about 54 ~ 
cent of the value of all exports was gained from United Kingdom purchases, and including all 
British countries, as much as 70 per cent. Britain has been nearly the sole oudet for butter, 
meat, eggs, sugar and wine and has absorbed 60 per cent of the wheat and dried fruits, and 
40 per cent of the wool of Australia. The United States took only 2 per cent of Australian 
exports in that year. 

The Australian suppliers are also largely British. In 1938-1939 about 42 per cent" of the 
value of total imports was derived from the United Kingdom, and about 60 per cent from all 
the British countries. The United States is more important'as a supplier than as a purchaser; 
in the same year it supplied 15 per cent of the Australian import market. Australian importS 
are dominated first by metals and metal manufactures and secondly by apparel and textiles. 
Paper imports and chemicals are also important. 

24. For a discussion of these problems, see G. L. Wood, W. D. Forsyth, P. D. Phillips tt Ql., 
hstrJU. 1111tl tk p «ific, II Cllkaitm •I p11pers st~hmiltul ,, the Eighth unfermcuf tk lt1Stitllluf Pacifo 
F.Jminu, December 1942. • 
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a tariff shelter for a fixed period of time after which the ·shelter would be 
removed. An industry wliich became expensive and obsolete would be 
liquidated as the tariff was reduced. 

6. Trade policy lll.ust be associated with other economic policies to create 
employment. Economic welfare, national and international, needs private 
and public investment as well as tariff reductions. 

The search for new trade outlets and connections is stre~gthening 
Australia's conception of itself as a Pacific country. Japanese bombers 
also intensify this conception. Australia thinks much today of its part 
in the reconstruction of the Far East, especially China. There is much 
ambition in Australia to build up China, not only as a bulwark against 
Japanese aggression, but also as a market for export goods. This in· 
creased consciousness of China's importance has taken form in a 
sympathetic desire to participate with other countries in rebuilding 
its devastated areas and in developing and expanding its economic life. 
Australia further shows increased appreciation of its place in the 
Pacific by the desire for greater participation in the life of Malaya and 
other far eastern countries. 

There is also a growing intere.st in Australia to associate .more 
closely with the United States.21 One reason for this is the military 
partnership on the same Pacific battlefields. Ariother is the fact 
that America 'today is taking the place of old customers. The war 
has seen an increasing shift of world leadership from Europe to 
America. As a large part of Europe will be impoverished after the 
war, the United States will be in a position to buy what Europe 
formerly imported and to supply the capital needed for Australian 
industrial development. 

Australia thus sees America. as having a bigger place in its future 
external relations, although it does not consciously wish to weaken 
ties with Britain. It looks to the United States not to fill Britain's 
former place, but to help enlarge the sphere of Australian world rela­
tions. However, there are groups-the so-called ··conservatives"­
who doubt America's capacity for world economic leadership, and 
who oppose too much dependence on the United States. 

6. G:a.oUP OPINIONS AND NATIONAL PoLICY 

N,ew theories of industrialization, immigration, trade, and external 
reladoos are shared in essence by various groups in Australia,21 with 
differences of opinion on method, extent and ultimate changes. 

25. See Fre\ Alexander, At~stralill anJ th1 UnileJ Stlllts, World Peace Foundation, Boston, 
1941. \ 

26. See Har~d Lark Harris, Allstralill' 1 N111ifJ11allntemls ,,J National Policy, 1938, p. 85. 
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The differences of opinion are reflected in the attitudes of the several 
political parties. 27 The Labour Party, which is now in power, stands 
for nationalization of industry and for socialism as an ultimate end, 
but in practice this means merely that the Party is in favor of larger 
social insurance provisions, and of public works, and is not averse to 
applying nationalization in some cases, especia~y banking and· 
finance. The critics of the government say that, if re-elected, it will 
introduce socialism, and business groups stress the need of more mod­
erate taxation and less governmental interference~ 28 The~ extent to· 
which these group differences will affect Au5tralian postwar policy -
will be determined by the new elections to be held this year.. · 

27. In the elections to the Commonwealth Lower House in September 1940, the Federal 
Labour Party obtained thirty-two scats, the United Australia Party twenty-three, the 
Country Party fourteen, and all others Jive. · . . . · · 

28. The programs of the different groups in Australia 'arc not considered here pardy owing 
to limitations of space, pardy because they arc not specific enough to add much to the discus­
sion of this chapter. For some of these programs, sec C. Hardey Grattan, lntroJ~~&ing A.tutriiiM~ 
1941. . 



Chapter 10 

SOCIAL-ECONOMIC PLANNING IN NEW ZEALAND 

IN NEW ZEALAND, postwar planning is largely a continuation of plans 
'inaugurated in the prewar period. The starting line is 1935, when the 
New Zealand Labour Party came into power. Suffering from the depres­
sion of 1929-1932 which was particularly severe because of the 
·dependence of the country on world prices for agricultural products, 1 

the people of~ew Zealand voted into power the Labour Party on a 
program of specific reforms directed towards expanding the role of the 
state in maintaining adequate material and cultural standards for all 
citizens.1 

1. SoaAL-EcoNoMic REFoRMs, 1935-1939 

The Labour government was quick to carry out its economic and 
social program. Its major economic measures during 1936 were an 
amendment of the Reserve Bank Act· and the passage of the Primary. 
Products Marketing Act. The first measure was intended to bring the 
Central Bank of New Zealand under direct government control. The 
government bought out the private shareholders, paying the market 

' 
1. New Zealand is a small country with an area of some 103,000 square miles and a popu-

lation of 1.6 million. Standards of living are among ·the highest in the world. The economic 
strength of the country lies in its dairying and pastoral industries-in the production of 
butter, cheese, meat, and wooL These industries are organized in relation to expon markets, 
especially to the British market. Of the 19,721,000 acres of cultivated land in 1938-1939, over 
16,783,000 were devoted to pasture. In 1938, New Zealand P!Oduced 2,614,549 cwt. of butter; 
1,610,523 cwt. of cheese; 5,373,308 cwt. of frozen and chilled meats; and over 271 million lbs. 
of wool. From 70 to 80 per cent of the agricultural and pastoral output is exported. Meat, 
butter and cheese go almost entirely to the United IGngcfom; wool has to compete in world 
markets. New Zealand's prosperity is thus highly sensitive to fluctuations in business and in 
world prices. Between 192g..:1929 and 1931-1932, gross income from l'astural produce fell 
from (N. Z.) £31.4 million to 14.6 million; and gross income from dairytng, poultry and bees 

. fc:ll from (N. Z.) £25.5 million to 17.-l million. The effects of these fluctuations were insol­
vency and bankruptcy for farmers and unemployment throughout the country. lt was this 
situation which led to the triumph of the Labour Party which obtained 392,972 votes and 53 
seats in Parliament. In 1938, the Party obtained 530,000 votes (more than hall the votes cast) 
and 53 seats in the Lower House (out of a total of 80 seats). See Th1 New Z.t~l11ntl Of/ici11l Ytllr 
Book, 194Z; also H. Belshaw, R.tco11n-y M.t11sures in Ntw Ztt~lllntl, Institute of Pacinc Affairs, 
~ellington. 1936. . 

2. The main points of the program were: (1) state control of the central banking and 
credit system; (2) guaranteed prices to farmers; (3) a living minimum wage and higher earn­
jags for industrial workers; (4) a comprehensive scheme of social insurance including a 
national health insura~ce sys~em; (5) a m~re balanced nationa~ economy through the devel­
opment of secondary sndustnes; (6) pubhc works for the matntenance of employment and 
for the stimulation of new industries; (7) support of the League of Nations and of the Inter· 
national Labour Organization. See W. B. Sutch·, New Z.t~l11ntls L11hor Go11trnf1Unl 111 Work, 
League for Industrial Democracy, New York,1940. 

214 
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price for their shares, and thus obtained the right and power to ap­
point the directors. The powers of the Bank were altered so that it 
could make loans to the government to finance its marketing schemes, 
public works, and other public projects. 

The purpose of the Marketing Act was to ensure a "fair and reason­
able income'' to the dairy farmer by enabling him to sell his products 
at guaranteed prices. A Marketing Department was 'set up, under the 
control of the Minister of Marketing, which bought all butter and· 
cheese for export. Under the Act, the government fixed an arbitrary. 
and highly favorable price for the farmer, in accordance with the 
grade of quality of the product. The price was fixed so that the a'verage 
efficient farmer could cover costs of production and have a s11ffi.cierit 
net income to maintain a comfortable standard of living. 

To pay for the butter and cheese, the government drew check~ on 
the dairy industry account, which it opened at the Reserve Bank. The 
sale of the dairy products in the London market became the govern­
ment's task, which the Marketing Department performed through its 
office in London. The government supervises the shipments of the, 
dairy products to England so as to adjust supply to: anticipated de-:-­
mand and to eliminate serious fluctuations in price. The receipts from 

. • I 

these sales are expected to cover the outlay for the purchase of the 
products in New Zealand. If there is a surplus, the government main-. 
tains it to the credit of its account in the.New Zealand Bank. If there 
is a deficit, it is either charged against a ·previous surplus or to the 
government's account at the New Zealand Reserve Bank. . · · · 

The scheme was favored by the preference given Empire products 
under the Ottawa agreements. In the first year of the operation of the· 
scheme there was a deficit of £272,000. In the second year there was a 
surplus of about £500,000. In the third year, after the guaranteed price 
was raised a second time, there was a deficit of som~ £2 million. The. 
outbreak of the war affected the operation of the scheme so as to make. 
it impossible to judge its results. · 

While trying to stabilize the agricultural and pastoral industries~ 1 

the Labour government embarked on a policy of developing secondary · 
industries and of directing foreign trade. The Labour Party believes, 
that the New Zealand economy could be better balanced by the pro­
motion of industries which can use local raw materials and employ 
local labor. The government therefore undertook public works to 
develop water power and other resources, and used the mechanism 
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of exchange control to dovetail imports 'with a policy of protecting 
domestic industry.• 

Parallel with these aids to agriculture and industry, the Labour 
government sponsored a series of measures to strengthen ihe position 
of labor and to widen the system of social insurance. The arbitration 
system for settling industrial disputes was again made compulsory. • 
The Arbitration Court fixed a basic minimum wage securing a decent 
living standard for all adult wage earners. Furthermore, the Indus­
trial Conciliation and Arbitration Amendment Act of 1936 restricted 
the formation of new unions in districts and industries where unions 
already.existed, and provided for the registration of national unions 
covering all workers in an industry, if the majority of the district 
unions concurred. This legislation, which made unionism almost com­
pulsory, resulted in a large increase in union membership.• 

The gova:nment set up a Housing Department under the control of 
a Ministry of Housing, which provides houses owned by the state and 
rented by citizens. The Department buys the land, and the towns plan 

'the development and draw the contracts, which are let to private 
builders. The housing is financed by the Reserve Bank at low rates of 
interest. 
· After some amendments to existing social insurance legislation,' 

the Labour government passed the New Zealand Social Security Act of 
1938. This is probably the most advanced act of its kind in the world. 
It brought into a single system and under unified administration pro­
visions for protection against all hazards and risks (invalidism, sick­
ness, old age, widowhood, orphanhood, unemployment) and provided 
also for a system of universal medical and hospital benefits. It went 
into effect on Aprill, 1939. 

3. Exchange control was established by the New Zealand government for other reasons 
as well, namdy, to improve the unfavorable posicion of the New Zealand currencr after 1938. 

· The government ascribed this situation to a flight of capital which it was deteriD.lned to stop. 
Under this system, goods can be imported only by first obtaining a license. 

4. The New Zealand Arbitration Court for seeding industrial disputes has been in exist­
ence for nearly hall a century. The Court consists of a judge of the Supreme Court and one 
representative each from emytoyers and workers. Trade unions may or may not choose to 
come under the jurisdiction o the Court. U they do, they must accept its decisions as binding 
and give ue the right to strike. U they do not register with the Court, the unions retain the 
right to stnke. The a wards of the Arbitration Court are important in so far as they fix wages 
and other conditions of employment. During 1931-1935, the compulsory feature of the arbi­
tration a wards was abolished. 

S. The number of trade union members, which had dropped from 104,000 to 72,000 be­
tween 1928 and 1933, rose from 81,000 in 1935 to 233,000 in 1937 and to over 250,000 in 1938. 
The proportion of trade unionists to total number of wage earners is over 50 per cent. 

6. New Zealand introduced old-age pensions in 1898. Between 1898 and 1936, several 
other forms of social insurance were added, such as pensions for blind persons, widows' and 
minors' pensions, family allowances, and unemployment payments. 
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The Act establishes a universal superannuation benefit system for 
every person over the age of 65 irrespective of income or property. 
Benefits begin at £10 a year and will increase until a maximum of £78 
a year is reached in 1968-1969. 7 The law also establishes a system of 
benefits for widows. with dependent children. The basic rate is £1 a 
week for widows without children and £1.5s.Od~ a week for those 
with dependent children, and 10 shillings a week for each dependent' 
child under sixteen. It further establishes. a system of benefits for 
orphans, both of whose parents are dead, with a benefit range up to 
15 shillings a week. 

The system includes allowances for families of limited income, 
which are paid for each child under sixteen years of age at the rate of 
6 shillings a week for each child, if the income of the family is £5 a 
week. 

The law includes a system of unemployment benefits. Every person~· 
except the seasonal worker, who has been unemployed for more than 
seven days is eligible. The benefits are 10 shillings a week for persons 
over sixteen and under twenty years of age and £1 a week for all other 
persons. Additions are also allowed for a dependent wife and depend-
ent children, with a maximum rate of £4 a week. . . 

The Act provides a complete system of medical, hospital, and re­
lated benefits without cost to the citizens. These benefits include 
medicines, drugs, and also free obstetrical care in state hospitals or at 
home. 

The social security and health benefits are financed by a special 
Social Security Tax of 5 per cent on salaries, wages and all other in­
come, with some exceptions. The tax is deducted at source in the case 
of incomes derived from wages and salaries; in the case of other in­
comes, including those of corporations, it is paid quarterly on the 
basis. of an annual declaration of income received. A subsidy from 
general tax revenues is also paid ea,ch year into the Social Security 
Fund. For the present financial year (1943) the Social Security expendi-

7. The universal superannuation benefit system is thus to be introduced gradually and to 
supplant the old-age benefits system now in operation. Under the present system of old-age 
benefits, unmarried persons at the age of sixty receive £1.1s. OJ. a week; married couples, if 
both eligible, receive £3 a week; if wife is ineligible, the husband receives £2 a week;for each 
child under sixteen years of age a benefit of lOs. a week is paid. To be eligible for the maximum 
benefit, a person cannot receive income from other sources exceeding £1 per week. An appli­
cant may, however, own his own home, have an interest in an annuity or life insurance 
policy, and possess, in addition, up to £500 in cash or in securities. Information supplied by 
the Hon. Walter Nash, former Minister of Social Security in New Zealand. See also Walter 
Nash, "Down Under-and Up." Su1'1Jey Graphic, May 1943-. 
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tures are expected to reach a total of £16,198,000 of which about 
£11,150,000 wi~ come from the Sochil Security Tax. • 

2. WAa AND PosTWAR PLANNING 

The war introduced no new long-range problems in New Zealand. 
The important new problems are connected with demobilization and 
the re-establishment of ex-servicemen in civil life. As far as postwar 
economic development is concerned, the war merely accentuated the 
determination of the government to carry forward its social-economic 
program. To deal with both immediate and lop g-range questions, the 
government established machinery under the National Rehabilitation 
Act passed on October 17, 1941. · 

a. TBB NATIONAL llEHABIUTATION COUNOL AND BOAR.D 

The New Zealand Rehabilitation Act provides for the establishment 
of a National Rehabilitation Council to consist of the Minister respon­
sible for administering this part of the Act, as chairman, and ··such 
other persons as the Governor-General from time to time appoints to 
be members of the Council either by name or as the holder for the time 
being of any office." 

The function of the Council is to recommend to the Minister meas­
ures relating to the re-establishment of ex-servicemen in civil life; 
including in particular: 

-
1. The reinstatement of discharged servicemen in civil employment; 
2 •. The training of ex-servicemen for entry into such employment and the 

provision of financial assistance during training; 
3. The modification of q_ualifications or requirements of certain kinds for 

the enti·y of ex-servicemen mto any employment or occupation; 
4. The granting of financial assistance to ex-servicemen or to the widows 

of servicemen so that they may obtain homes, furniture, tools, stock, land 
or other things necessary for commencing their employment or occupation. 

In addition to advising the Minister on these matters, the Council 
may be charged with administrative responsibility for questions 
referred to it by the Minister. • 

The National Rehabilitation Council was set up in January 1942. 
It consists of twenty members, with the Minister of Rehabilitation as 
chairman and the National Secretary of the New Zealand Labour 
Party as deputy chairman. The members of the Council were not ap­
pointed as direct representatives of any particular organizations, bur, 

8. Information supplied by the Hon. Walter Nash. 
9. lnttm~~tional Labotll' Rl11uw, February 1942. 
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before making the appointments, the government invited nominations 
from associations representative of discharged servicemen and of em­
ployers and employees in the primary and secondary industries .. 

In addition to the Council, which is an advisory body, the Act of 
October 17, 1941, also set up a Rehabilitation Board, to consist of the 
deputy chairman of the Council, as chairman of the Board, and not 
more than five other members of the Council appointed by the Gover­
nor-General to serve on the Board. The functions of the Board are to 
promote and to make all the necessary arrangements for the establish­
ment in civil life of ex-servicemen and of the widows of servicemen. 

The Board is subject to the control of the Minister and is responsible 
for co-ordinating and using the services of other government depart­
ments and of other agencies. Specifically, the Board is authorized: 

1. To set aside suitable unoccupied land to be used by or for the benefit 
of discharged soldiers; · . . 

2. To purchase furniture, tools, stock or other things and to dispose of 
them to or for the benefit of discharged soldiers or the widows of soldiers; 

3. To grant financial assistance, in the form of loans, to discharged soldiers 
or to widows of soldiers; 

4. To make grants to servicemen during any period in which they are 
unemployed or in which they are undergoing a course of training or study 
to fit themselves for civil employment; · -· . 

5. To establish or promote or carry on schemes for the training (industrial, 
educational or vocational) of discharged soldiers an~ for caring for the 
disabled.10 · · · . . 

b. PROVISIONS FOR EX-sERVICEMEN 

The government has announced the following plans. Experienced 
and competent farmers suitable for im.IDediate establishment on exist­
ing farms will be granted loans up to (N .Z.) £3,000 at 4.5 per cent. 
Applicants may get a loan of (N .Z.) £1,250 at 5 per cent to purchase 
stock and implements. Loans for homes will range up to 100 per cent 
of the cost of the dwelling, with a maximum of (N.Z.) £1,500. 
Interest on these loans will be 41 per cent, and the loans are to be re­
payable in installments. Loans to ex-servicemen who establish them­
selves in business will bear interest at 41 per cent, reducible to 21 per 
cent in the first year. The maximum for such loans is fixed at (N.Z.) 
£500. 

The deputy chairman of the Rehabilitation Council has estimated 
that after the war 150,000 men will be demobilized in New Zealand. 
It will be necessary to provide homes for these men, and although the 

10. Intemmional Lt~hour Rlfliew, July 1942. 
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state housing program has made efforts to fill the gap between demand 
and supply, there is already a demand for every house built and no 
indication of a surplus to meet the postwar rush. Furthermore, the 
number of New Zealanders just married before their departure over­
seas or who would marry upon their return will be about 30,000, and 
housing must be provided for each of these. u 

C. ECONOMIC RECONSTllUCTlON 

During the. debate on the National Rehabilitation Act, Walter 
Nash, Minister of Finance, explained that, in the view of the govern­
ment, there were two main postwar problems. One was the demobili­
zation and re-establishment of ex-servicemen in civil life; The other 
was that of "building a new economic structure." A ··new economic 
structure" did not mean a complete reorganization of New Zealand 
·on socialistic lines, though the New Zealand Labour Party regards 
socialism as the ultimate goal of social evolution. This goal, however, 
is far off·and for the time being no basic changes in property relations 
are contemplated. All that is planned is to carry forward the program 
begun in 1935. . 

In addition to projects for land settlement, public works, including 
the building of schools and hospitals, railway improvements, irriga­
tion, afforestation~ housing and electrification, the government is 
determined to promote the expansion of existing industries and the 
development of some new industries. 

According to Mr. Nash, probably half a dozen major new industries 
could be started in New Zealand, and they are imperatively needed 
for a decent postwar economic and social life. There is not enough 
room to put men on the land nor enough markets for their products. 
Overseas markets for New Zealand's primary products will exist only 
for a short time after the war. It is therefore desirable. to expand 
industries to a maximum, especially those which the war has already 
stimulated. These include the linen and flax industry, clothing, syn­
thetic motor spirit, sugar beet, the manufacture of motor tires, iron 
and steel, and some of the engineering trades. 12 

U. New L11l11ntl N111ion11l IV11uw, February 1942, p. 11. ; 
12. The growth of the motor-assembling and alfied industries has been an outstanding 

example of industrial expansion, while, more recendy, notable advances have been made in a 
number of industries-e.g., hosiery, radio, confectionery, tobacco, and cigarettes. It has be­
come quite evident that the expansion of industries is no Jonger limited to those lines where 
ready access to raw materials 1s the deciding factor. Local manufactures now cater for the 
Dominion's needs in many products which were formerly almost exclusively imported. This 
trend has been accelerated by the closing of certain sources of supply of manufactured com-
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To facilitate reconversion of war industries to a peacetime basis and 
to develop new industries, the Rehabilitation Act provides for the 
setting up of a. special Reconstruction Account. The' Minister· of 
'Finance, on the recommendation of the appropriate Minister, may 
terminate war contracts at any time after the close of the war. A con­
tractor or subcontractor damaged by contract termination may receive 
compensation, the amount to be determined by special pr~cedure. 

To assist in converting war industries to the needs of peace, in estab­
lishing new industries, or in extending existing ones, the Minister of 
Finance, on the recommendation of the Minister of Industries and 
Commerce, may make grants or lend money or guarantee loans; ac­
quire and hold shares in any company; arrange to supply raw mate­
rials, machinery or other equipment; or purchase part or .all of the 
output. 

Finally, the Act authorizes the Minister of Labour to require any. 
employer in a war industry to continue to employ all the workers 
employed by him at the time when this obligation is notified to him 
or to continue to employ specified numbers or classes ·of workers. On 
the recommendation of the Minister of Labour, the Minister of 
Finance may grant a subsidy to any employer .on whom such an obli­
gation has been placed. An individual employer who fails to. comply 
is liable, on summary conviction, to a fine of £20 for every day during 
which the offence continues, a corporation to a fine of £100.perdayof 
offence. · 

The plans for postwar industrialization in New Zealand raise prob­
lems of trade and foreign policy similar to those of Australia. 13 New 
Zealand's reliance on the British market will continue to be great. 
But New Zealand like Australia may develop closer economic rela-
tions with the United States. · 
modi ties consequent upon the outbreak of the war. Evidence is also provided by recent statis­
tics that the vast supplies of hydroelectric power now available are being used in industry to 
an increasing extent, the reticulation of the Dominion (now almost completed) offering a 
ready solution of one of the major problems of industrial expansion-the provision of ample 
supplies of cheap power. • . 

The growth ofindustrialization is shown by the fact that the number of manufacturing 
establishments increased from 5,536 in 1935-1936 to. 6,146 in 1938-1939 and to 6,342 in 
1939-1940. The number of workers was 86,588 in 1935-1936; 102,535 in 1938-1939 and 108,722 
in 1939-1940. At the end of March 1941, the number of factory workers had risen to 132,9P7, 
of whom 82,316 were men and 34,291 women. The total value of output in 1939-1940 was 
£129,061,000. The industries contributing chiefly to the increase in the number of establish­
ments reporting operations in 1939-1940 were--engineering, iron and brass founding, furni­
ture, sawmilling, e1ectrical engineering. The principal decreases were-printing and publish­
ing, butter and cheese. See New Zealand Official Yearbook, 1941, pp. 395-396. Also, International 
Labour Review, March 1942, pp. 329-330. · · 

13. Contemporary New Zealand, New Zealand Institute of International Affairs, 1938; also 
Ian Frank George Milner, New Zealand's Interest and Policies in the Far East, New York, 1940. 
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The war also draws New Zealand into closer relations with Austra­
lia. New Zealand may seek a revision of the Ottawa trade agreement 
and of imperial preference policy. Nevertheless, New Zealand's 
strongest economic ties remain with Great Britain and with the 
British Commonwealth of Nations. The Labour government believes 
that its program of industrial development after the war can be fitted 
into a scheme of close economic relations with the mother country. u 

3. VIEWS OF OTHER PARTIES AND GROUPS 

Owing to war conditions, no elections were held in 1941, and the 
Labour government is continuing in power. The opposition to the 

-government is·of several shades of opinion. There is a small "'leftist" 
group in the trade unions and the Labour Party which would move 
more rapidly in the direction of nationalizing industry and of social­
ism. At the ot~er extreme are business groups, especially among 
importers, exporters and related financial elements, which are strongly 
opposed to the whole program of the government. 

The middle-of-the-road groups accept what the government has 
done but are anxious that it does not go much further either in the 
field of social insurance or of·' economic planning." The New Zealand 
Farmers· Union, for instance, stresses the fact that New Zealand is 
poor in industrial raw materials and that it would be absurd to try to 
make it into a great industrial country. The Farmers' Union wants 
some industries, but stresses the importance of the "'production of 
grass and trees.'' The farmers' associations are anxious that New 
Zealand should . keep its position in the: British market, and em­
phasize that New Zealand's future depends on world reconstruction 
and that her contribution consists in creating as large a surplus of 

· agricultural products as possible. Manufacturers' associations are 
clearly interested in more protection for industry, but they, too, 
feel that the ties with Britain are of paramount importance. 
· In line with these criticisms from the ··right" and from the ••teft" 

proposals have been made for setting up both a ministry of reconstruc­
tion and an Empire council of reconstruction. However, the govern­
ment proceeds on the assumption that what lies ahead is a 
continuation of what was being done before 1939 and that there is no 
need for more machinery at present. 

14. H. Bdshaw, W. T. G. Airey 11 al., A New Zealantl View of tht W M' tmtl PtiiCI Aims in th1 
P~~eiftc, Eighth Conference of the Institute of Pacific Rdations, December 1942. These prob­
lems are also examined in a series of l'amphlets published by the New Zealand Institute of 
International Affairs under the general title: New Lalantl Loflks Aheatl. 



Chapter 11 

RECONSTRUCTION IN SOUTH AFRICA 

AMONG THE DOMINIONS of the British Commonwealth of Nations, 
the Union of South Mrica faces some of the most difficult social and 
economic problems. Their roots lie in the historical traditions of the 
country, in the character of its natural resources, in the predominant 
place of gold mining in its national economy, and in the heterogen~:.. 
ous composition of its population, divided into Dutch- and English­
speaking groups, into white and colored races, and the colored races 
into Asiatics and natives. 1 The main task of internal policy, especially 
since 1933, has been to hold these elements together and to prevent 
thdr conflicting viewpoints from bursting the bonds of representative 
government and peaceful administration. 2 ' 

1. The situation may be summed up in a few salient facts and figures. The Union, with an· 
area of 472,550 square miles, consists of the four provinces of the Cape of Good Hope, Natal, 
the Transvaal and the Orange Free State, under a unitary and centralized government. The 
estimated population in 1941 was 10,521,000 of whom 2,188,200 were whites of European 
descent and over 8,300,000 were natives, "colored" (that is, persons of mixed blood), and 
Asiatics. Of the European population, about 800,000 are English-s,Pe;lking and 1,200,000 form 
the Dutch- or Afrikaans-speaking group. The country is poor tn arable land; the area of 
maximum cultivability is estimated at 15 per cent of the total area of the country and about 
6 per cent is now under cultivation; the area of maximum irrigability is about 2 million acres. 
The country has to import foodstuffs and its livestock and dairy industries are dependent on 
the import of feed. The Union has mineral resources, including coal and iron (though no oil), 
but the economy of the country is based on gold mining. The prosperity of thefeople and the 
revenue of the government depend on the large output of gold from the Ran mines and on 
the gold policy of the United States which buys all gold at the fixed price of $35 an ounce.· 
Secondary industries have developed considerably owing to tariffs and state subsidies since 
the First World War, but the country still depends in large measure on imports for manufac­
tured goods. The people of the country are highly stratified both occupationallY.: and socially. 
The British are predominant in industry, business and finance. The Afrikaners (.Dutch-speak­
ing) are largely farmers and skilled or semiskilled wage-earners. All unskilled lal,>or is done by 
nonwhites who are strictly segregated. The native Negroes, still close to their tribal past and 
institutions, earn in a week what the white man earns in a day. Mining and industry are 
largely concentrated in Southern Transvaal, which with its adjacent farming districts con­
tains about half of the European population. Large numbers of the white population also live 
in the coastal towns and clues. The white population is united on the issue of white su,Prem• 
acy in South Africa, though a growing number of whites are opposed to the policy of 
segregation. For detailed statistical data, see Official Year Book of the Union of South Africtl, 1941', 
Pretoria . 

.2. Such has been the guiding idea of General Jan Christian Smuts who has been Pt"emier 
since 1938. The government of which he is head is '.l coalition of the United Party, the Labour 
Party and the Dominion Party. General Smuts is the leader of the United Party which, in the 
elections to the Lower House in May 1938, won 111 seats out of a total of 150. General Smuts 
is an ardent advocate of the League of Nations and of full association with the British Com­
monwealth of Nations. As a result of the war, the United Party lost the support of some of 
its former followers, and General Smuts now has 88 votes in the House. His political strength 
is due to his own personality, his international refutation, and to dissensions in the ranks of 
his opponents. The political opponents of Genera Smuts, all of them Afrikaners, are divided 
into three groups which disagree on many points but which are united in their opposition to 
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The outbreak of the war brought South Africa increased prosperity, 
chiefly as a result of Great Britain's need for gold to pay for purchases 
in the United ·States. Mining and industrial activities increased 
greatly, government revenues became larger, the budget was balanced, 
and the government was able to repatriate large quantities of its 
securities held in London. 

But as the war went on the anomalous conditions of the South 
Mrican economy became more evident. The excessive dependence of 
the national economy on gold mining aroused profound apprehen­
sions. The drop in imports due to the lack of shipping facilities 
caused serious shortages in foodstuffs, raw materials, and manu­
factured goods. 1 These economic difficulties added fuel to the smol­
dering fires of political and social discontent, and brought the problem 
of the social-economic future of the Union to the fore. 

The government took the first steps to solve this problem shortly 
after the outbreak of the war. The Governor-General of the Union 
appointed an Industrial and Agricultural Requirements Commission 
to study the issues. In 1941, a Cabinet Committee was appointed by 
the Prime Minister, General Smuts, to consider and recommend plans 
for future development. A Social and Economic Planning Council 
was established in March 1942, to provide machinery for dealing with 
problems of reconstruction. These government measures aroused wide 
discussion and.various groups of the population came forward with 
proposals of social-economic policy. 

The result has been clarification of the postwar problems of the 
country and a series of specific recommendations. 

1. GovERNMENT DECLARATIONS o:P PosTWAR AIMS . . 
The leaders of the government of the Union of South Africa have 

repeatedly stated that postwar reconstruction must mean a new and 
better economic and social life for the people. 

British influence and ro the Union's participation in the: war. The three groups are: (1) The 
New Order Party, under the leadership of Oswald Pirow, which follows Nazi Doctrines; (2) 
The Reunited National or People's Party, led by D. F. Malan, a Dutch Reformed clergyman, 
who advocates an independent Dutch Republic on the model of the old Boer Republics; and 
(3) The Afrikaner Party, under N. C. Havenga, which broke away from the party formerly 
led by General Hertzog who advocated separation from the British Commonwealth of 
Nations. General Smuts, an Afrikaner himself by origin, has the support of the English-

, SJ'Caking group in South Africa and of those Afrikaners who believe in the necessity of unity 
of the two European groups and who hope to develop it by maintaining the Union of South 
Africa as a self-governing Dominion in the British Commonwealth of Nations. General 
Smuts' strongest support comes from the province of the Cape of Good Hope. 

3. See "Commeroal History of 1942," Th1 Economist, London, March 13, 1942, p. 10. 
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a. STATEMENTS OF PRIME MINISTER- SMUTS 

Speaking before the annual congr~ss of the United Party of the 
Union of South Africa of which he is the leader, General Smuts defined 
the ultimate aim of postwar policy as providing, as far as possible, 
fruitful employment, housing and the necessities of life for the whole 
community of all races. Large social reforms will become possible~ 
in his opinion, as a result of industrial expansion stimulated by 
the war. 

We are· now taking the longest stride ever taken towards the greater 
industrial future that surely: awaits this country. At last we are learning to 
exploit the vast resources of this country as never before. Our war effort has 
compelled us to embark on a manufacturing venture almost beyond .our 
power, one which in normal circumstances might have taken at Jeast a gen­
eration to carry through. At last our full man-power of all races, colours, 
and of both sexes is fully eml'loyed in a great constructive task. And in this 
war-work the foundations of the peace-work to follow the war are being 
laid. Much-very much-of the plant we are taring down, of the industries 
now being develo~d, of the factories now bemg established, will endure 
beyond the war and form the starting point of future peace industries. The 
buildings now being built will be useful for peace purposes of all kinds. The 
vast war hospitals will form the basis of our larger public health, policy 
of the future.4 · · 

-In another more recent statement, General Smuts outlined his 
views of the larger meaning of the war: ~ . 

. . . What is the sort of world which we envisage a~ our objective after 
the war? What sort of social and international order are we aiming at? ..•.. 

. . . Certain points of great importance have already emerged. Thus we 
have accepted the name of the United Nations;This is a new conception much 
in advance of the old concept of a League of Nations. We do not want a mere 
League, but something more definite and organic, even if, to begin with, more 
limited and less ambitious than the League. The United Nations is itself a 
fruitful conception, and on the basis of that conception practical machinery 
for the functioning of an international order could be explored~ . ' 

Then again, we have the Atlantic Charter, in which certain large prin­
ciples of international policy in the social and economic sphere have been 
accepted. That, too, marks a great step forward which only .requires more 
careful definition and elaboration to become a real Magna Carta of the 
Nations. 

Again, we have agreed on certain large principles-of social policy, involv­
ing social security for the citizen in matters which have lain at the roots of 
much social unrest and suffer~ng in the past. We ca?not ~ope to establish .a 
new heaven and a new earth 1n the bleak world wh1ch wlll follow after th1s 
most destructive conflict in history. But certain patent social and economic 
evils could be tackled on modest practical lind on an international scale 
almost at once. 

4. Cape Times, October 22, 1941, quoted in the International Lahour Review, March 1942. 
' ' 
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•.• I fed that"in this vast suffering through which our race is passing we 
are being carried to a deeper sense of social realities. We are pass tog beyond 
the ordinary politics ana political shibboleths. It is no longer a case of 
socialism or communism or any of the other isms of the market place, but 
of achieving .r:ommon justice and fair play for all. 1 • 

General Smuts also emphasizes the need of a new policy with re­
gard to the natives. Addressing a meeting of the South African Insti­
tute of Race Relations on January 21, 1941, he criticized the doctrine 
of race supremacy and the idea of a H'"envollc. In South Mrica, he 
said; public attitudes had been complicated by fear, and by the belief 
that the European minority would be in physical danger if it did not· 
retain complete mastery over the natives. We have tried to get round 
this fear, he said, by a policy of segregation, by keeping whites and 
natives apart. The results have been disappointing. 

General Smuts commended the principle of trusteeship with regard 
to the natives, especially in matters of social policy. Sickness rates, 
housing conditions and nutritional standards which should not be 
tolerated exist among the native population. In the big towns, the 
wages are too low for the natives to support families. Unless this 
maladjustment is dealt with drastically, the results may be most 
lamentable. General Smuts appealed for an adjustment of race rela­
tions in a spirit of co-operation.• . 

b. THB CABINET COMMITTEE ON RECONSTRUCTION 

Early in 1941, Prime Minister Smuts appointed a Cabinet Com­
mittee to consider ancl recommend plans for the development of 
South Africa.' The chairman of the Committee, Jan H. Hofmeyr, 
who is also Minister of Finance,· has described the objectives of the 
postwar policy of the government as follows: 

••• For some time now we have been giving thought to the reabsorption 
of our soldiers in civil life. That is, or course, one of our ·primary obli­
gations .•.• 

But the reemployment of discharged soldiers is only part of the process of 
repairing the dislocation caused by war .... So, then, we pass on to the 
conception of post-war reconstruction ... as a' process which at least holds 
out the promise of building a new and better world, a new and better South 
Mrica .... The plain ordinary citizen should have an overwhelmingly pre­
dominant claim to whatever fruits of peace there may be. 8 

S. Internllfionlll L11hour R.•~itw, December 1942. 
6. IhiJ., June 1941. ' . 
7. The Committee consists of the Minister of Finance, who is the chairman, the Minister 

of Agriculture, the Minister of Railways and Harbours, the Minister of Mines, the Minister 
of Labour, and the Chairman of the Civil Reemployment Board. 

8. Quoted in Internlltion11l Lllhour R.niew, March 1942, p. 304. 
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On another occasion, Mr. Hofmeyr referred more specifically to 
the industrial an·d trade policies which South Africa would pursue 
after the war. Mter describing the wartime development of industry 
in South Mrica, he said that the new industries were not all munition 
factories and that after the war even the munition factories could-be 
put to other uses. ~though fostered by war conditjons, the new 
industries were not necessarily dependent on them. Mter the war 
there would be increased competition and a reduction in purchasing 
power. The government would not fail to deal with the scourge of 
dumping by countries which relied on sweated labor~ The factories 
and plants, coupled with the technical skill gained, wouldprovide 
the starting point for further industrial· progress. The relations ... be­
tween the Union and the rest of the continent were being developed. 
South Mrica would be more closely linked with_ the African con.:. 
tinent as a whole, which was an important factor in industrialde~ 
velopment. · , ~. 

.. . .. 

Mr. Hofmeyr stated further that industry would have to play a new·. 
part, promoting cost reduction, a higher degree of mechanizat~on, 
and the elimination of waste. Democracy must learn and apply the 
lesson that the continued justification for its existence is the welfare 
of the many and not of the few. The tempo of social advancement· 
would have to speed up, and he had no doubt that industry would 
give its full support to such policy. 9 · · 

2. RECOMMENDATIONS OF THE INDUSTRIAL AND AGRICULTURAL 
, .· I · 

REQuiREMENTs CoMMissiON 

Shortly after the outbreak of the war the Governor-General-of the 
Union of South Mrica appointed a commission to survey the Union's' 
industrial and agricultural situation and to inquire into the develop­
ment of South Africa's resources. The Commission10 ·made several 
reports on immediate problems of supply and production, but in 
order to deal with these issues, it also had to consider long-run in­
terests and possibilities. It submitted late in 1941 a comprehensive 
report which is a remarkably thorough analysis of the economic posi- · 
tion of South Mrica and which outlines a series of · specific 
recommendations for the postwar development of the country .11· 

The Commissioq's study starts with two ideas, namely, that the 
9. Ibid., p. 305. 
10. The Commission consisted of six men under the cM.irmanship of Dr. H. J. ViLD Eck, 

a well-known engineer. • / · 
11. Third Interim Report of the Industrial and Agricultural Requirements Commission-Fund~ 

mentals of Economic Policy in the Union, published by Authority, Pretoria, 1941. 
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social well-being of the community is determined by its capacity to 
produce, and that the individual's share in the productive process and 
in the national income is determined by the general structure: of 
society. According to the Commission, both maximum production 
and the greatest individual welfare and freedom can beobtainc:d by 
continuing the economic system of private enterprise. But as indi­
viduals are prone to act on temporary monetary considerations, it is 
the responsibility of the state to prevent the misuse of natural re­
sources and to ensure stability of employment. Also, in order to 
prevent an inequitable distribution of income and the abuse of indi­
vidual freedom, the economic and social system must be subject to 
collective control. The dynamic character of modern life makes it 
essential that the state should give some guidance to economic de­
velopment and that social aims and economic needs be harmonized 
by means of careful planning. · 
· The Commission analyzes in detail the present weaknesses of the 
Union's economy,12 and the resources on which a stronger and larger 
structure may be built. The Commission wants the transition to the 
new economy after the war to be gradual, and recommends a series of 
modifications of the present economic policy. Its most important 
recommendations are seven. 

1. The Commission recommends that gold production in the 
Union be maintained for the longest period possible on a stable basis. 
The Commission accepts the generally held view that cost-price rela­
tions in the gold mining industry and the known reserves of payable 
ore· are such as to make a rapid decline of the industry inevitable 
within ten years. But since the gold mines are of such great im­
portance to the national economy-both for the maintenance of the 
national income and for overseas payments1a_it is desirable to post­
pone the inevitable exhaustion of the industry as long as possible. 
The Commission recommends that the government should aid in 
exploring the possibilities of ultradeep mining and in stimulatipg new 
mining developments. 

2. In viewof the inevitable decline of gold mining and of the in-
12. l!Jitl., pp. 1o-11. · 
13. The importance of the gold mining industry to the Union of South Africa is shown 

by the fact that it yidds almost 20 ~ cent of the nation's net income, contributes over 40 
per cent of the revenue of the state, and accounts for over £110 million of the Union's annual 
exports which are between £140 and £150 million. It was estimated in 1941 that about 38 
per cent of the spending power of the Union is on the Rand, that 39 per cent of industrial 
activity is concentrated on the Rand and that 41,000 of the Union's 76,000 income tax pay­
ers live on the Rand and ray £11,882,000 of the £13,270,000 tott~l yield of the income tax on 
individual and corporate mcomes. • 
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' 
herent weaknesses of farming, 14 the Commission recommends wide 
and rapid industrialization of the Union. South Mrican manufactur­
ing industry developed steadily after the First World War, especially 
with the expansion of gold mining after 1933. A further and ac­
celerated increase began with the outbreak of the Second World 
War .u But the industrial structure of South Mrica ·has suffered from 
high costs, insufficient mechanization, lack of trained workers, low 
efficiency, and the so-called ''civilized'' labor policy.16 South African 
industry is dependent in large measure on tariffs and subsidies'. 

The members of the Commission believe that the Union of South 
Africa has large industrial potentialities. It has labor,,coal, iron, a 
number of other minerals (copper, tin, manganese, corundum, mica, 
tungsten, lead, etc.), and a diversity of agricultural raw materials. 
To develop these resources t_he Commission recommends . that in­
discriminate protective policies be discontinued; that protected in­
dustries be periodically examined to make sure that they are operated 
efficiently; that sound rationalization schemes formulated by indus­
tries be encouraged and enforced by the state, if necessary; that wage 
and labor policies be revised so as to provide better trained workers, 
and encourage a larger use of unskilled and semiskilled and native 
workers, 17 and that no general increases in the wages of skilled work­
ers be allowed until the position of the lower income groups is im­
proved and the competitive position of the manufacturing industries 
is strengthened. 

The Commission finds that it will take time for South African in­
dustry to attain a high level of industrial technique. It recommends as 

14. See below, p. 230. . 
15. The rapid development of secondary industries is shown by the following figures. 

Between 1925-1926 and 1937-1938, the number of establishments increased from 7,085 to 
10,224; the fixed capital from £54.3 to £106.6 million; the value of gross output from £91.5 
to £187.5 million; the number of workers of all races from 193,400 to 348,500. See Year Book, 

P· ~5l The "'civilized"' labor policy promulgated by the government in 1924 requires that a 
certain ratio be maintained in iqdustry between Eurol'ean and non-European workers. As 
applied to wages under the wage regulation system maugurated in 1926, it requires that 
wages of European workers be in excess of those of non-European workers. In the Transvaal 
gold mines, the regulations under the Mines and Work Act exclude natives from ~certain 
occupations. On the other hand, in farming and in domestic service no legal or de facto 
color bar applies. As a result of this policy, about eight non-Europeans are employed to one 
European in mining, about four to one in farming, and less than two to one in manufacturing 
industry. Year Book, 1941, pp. 216-231. 

17. In 1936, there were 5,305,000 gainfully employed persons in the Union. Of these, 
741,500 were Europeans; 276,700 were colored; 64,400 were Asiatics; and 4,222,400 were 
natives. The natives were distributed as follows: 3,096,500 in agriculture, forestry; and fishing; 
213,800in manufacturing; 393,000in mining; 356,300in domestic service; and the rest were in 
the professions, etc. Of the Europeans, 181,400 were in farming and forestry; 132,600 in 
manufacturing; 46,900 in mining; 119,600 in commerce and finance; 124,500 in public service 
and the professions; and 77,800 in transport. 



230 POSTWAlt PLANS OP THE UNITED NATIONS 

a first step that the Union concentrate on the production of the simpler 
and less refined products which could be sold in large quantities to 
the natives on their present low level of living. It would be possible 
to find markets for such products in other South Mrican territories. 
The Union could benefit by an increased interchange of its products 
with those of the tropical regions of Africa. 

3. The Commission emphasizes the need to protect and build up 
grazing and arable land, to make grain production auxiliary to animal 
husbandry, and to grow more fruits and vegetables. It favors assist­
ance to farmers to enable them to check further erosion, and tore­
adjust farming methods. The Commission finds, however, that the 

·position of farming cannot be permanently improved, that rural in­
come is very low compared with urban, and that it is necessary to 
reduce the proportion .of the population engaged in agriculture by 
transferring farmers to other industries as they develop. The Com­
mission also recommends that every inducement be given to the ex­
tension of both private and government afforestation in order to 
make possible the production of large-sized timber, a local sawmill 
industry, and a larger plywood industry. 

4. The Commission endorses a long-range mining policy to develop 
the rich mineral resources of the country in connection with heavy 
industries and for export. 

5. The Commission urges measures to improve the position of low­
income groups, both because low incomes are a cause of .. serious 
social degeneration'' and because they limit the local market for 
industrial and agricultural products. Specifically, the Commission 
recommends that unskillt;d industrial wages be gradually increased,18 

that lower-paid workers be provided with better housing and with 
free medical services, and that the state subsidize food consumption 
of the low-income groups in order to combat malnutrition. 11 

6. The Commission recommends that the government combat 
industrial fluctuations and try to maintain a reasonably stable rate Of 

18. As a general rule, the remuneration of urban native employees is from 201. to 301. a 
week as against the basic skilled wage rate of 221. a day. 

19. These proposals are far behind the provisions for social services in other countries. 
The fact is, social security legislation in South Africa is a recent growth. In 1928, old-age 
pensions were granted to men over sixty-five and to women over sixty, who could not show 
means above a certain prescribed amount. Under this plan, 62,000 persons are receiving 
£2 million annually. A scheme of workmen's compensation, applying to whites and non­
whites, dates from 1934. In 1937, the Union government passed permissive legislation which 
permits an industry to set up an unemployment fund, to which contributions are made by 
employers, workers, and the state. The Minister of Labour has power to compel the estab­
lishment of an unemployment .. fund" in a particular industry, but the g,ower is very sparingly 
used. The engineering and gold mining industries have established funds." The Union of 
South Africa has, however, an extensive code of labor legislation including accident com­
pensation, minimum wage fixing, etc. 
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economic development by regulating public investment, by con­
trolling interest rates and by an appropriate foreign exchange policy. 
Capital expenditures of various public authorities should be timed 
and co-ordinated so as to exercise a stabilizing effect on the economy. 
The Commission favors both the accumulation of budgetary surpluses 
and short-term loans to finance public works programs prepared in 
advance for use when a trade recession sets in. 

7. In order to implement the policies recommended, as well as to 
co-ordinate the work of various government authorities, :the Com­
mission recommends the establishment of a permanent economic ad- · 
visory and planning council. The Commission proposes that the 
council consist of a judge of the Supreme Court as chairman and .six 
other me~bers selected for their wide knowledge of the general social 
and economic structure. The council is to have power to appoint 
part-time members to serve as a consultative committee. · · 

3. THE SociAL AND EcoNoMic PLANNING CouNCIL 

Following the suggestions of the Industrial and Agricultural Re­
quirements Commission, Prime Minister Smuts announced in the. 
House of the Assembly of the Union of South Africa, on March 7, 
1942, that the government was considering the establishment of a 
Social and Economic Planning Council. The Prime Minister stated 
that there had never been any proper planning or co~ordination of. 
policies in So~th Africa and that .. the result had been a ce~tain 
amount of chaos." The time had come to correct the situation. The 
idea of the government was t~ establish an agency, independent of 
government departments, yvhich would co-ordinate government ac- · 
tivities, plan policies, and advise the government on the administra­
tive and legislative steps to create national welfare along more 
harmonious lines.2o 

On March 25, 1942, the government established a Social and Eco­
nomic Planning Council, which consists of eight men and two women, 
and includes engineers, businessmen and officials, bu,t no representa­
tives of labor. 21 

20. Cape Times, March 7, 1942, quoted in International Lahour Review, May 1942, p. 537. 
21. The Council is composed of the chairman of the Industrial and Agricultural Re­

quirements Commission (who is also the government nominee and managing director of the 
Industrial Devdopment Corporation of South Africa); a member of the Industrial and Agri­
cultural Requirements Commission (a mining engineer); the resident director of the Victoria 
Falls and the Transvaal Power Company; the former head of the Division of Plant Industry 
of the Department of Agriculture; a businessman; a senator (representing the Natives); 
two farmers; a director of the South African Board of Barclays Bank (formerly Secretary for 
Finance); and two women who are members of the Cape Provincial Council. 
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The Planning Council is to act as an advisory body only and is 
directly responsible to the Prime Minister. Its functions are as follows: 

1. To investigate, and make representations for promoting, the planned 
development of the resources of the Union and its jnternal and external 
uade, as well as the prosperity and well-being of the population as a whole; 

2. To examine ana mike recommendations on scliemes and suggestions 
made from time to time to improve the social and economic standards of the 
various sections of the community; 

3. To review the policies and programs of the various departments and 
boards which have an economic or social bearing, with a view to advising 

·the government on steps to secure their better co-ordination; 
4. From time to time to nominate, with the concurrence of the govern­

ment, consultative subcommittees for special investigations and enquiries; 
5. Generally to advise the government on social and economic policy. 

In an address to the Council on June 13, 1942, General Smuts em· 
phasized two of its tasks as of particular importance. One is to har­
monize and ca.ordinate the activities of the different government 
departments. The other is to survey the resources of the country and 
to explore the possibilities of their postwar development. 

The Social and Economic Planning Council submitted its first report 
tq Parliament on January 25, 1943. The report estimated the number 
of soldiers and ''displaced workers'' who would have to find new em­
ployment at the end of the war and made a number of recommenda· 
tions with regard to a housing program, agricultural production, the 
improvement of nutrition, and further investigations into the living 
conditions of the natives. 

The Council also recommended that it be placed on a statutory 
basis. The government did not think the time ripe for that. The Prime 
Minister thought that the Council was in an experimental stage and 
that for a few years at least, it should remain I I a social and economic 
adjunct to Parliament" and should provide advice and guidance 
when needed.· 

4. PROPOSALS OF ORGANIZED GROUPS 

The postwar proposals of the government and of the Industrial 
and Agricultural Requirements Commission, if carried out, would 
change con-siderably the present position of the several economic 
groups in the Union. These groups, recognizing the need for far· 
reaching changes after the war, are concerned with the particular 
policies which may be adopted, and have formulated their own ideas. 
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a. STATEMENTS BY EMPLOYERS 

In general, the employers· groups in the Union22 are in favor of 
further industrialization. Many industrialists and businessmen claim 
that the Union of South Africa can become the workshop of Africa 
and that the whole African continentll with its 150 million people, 
should become the outlet for the expanding manufacturing industries 
of the Union. 

Different opinions arise as to how this should be achieved21 and 
what part the government should play in the process. In general,, 
businessmen want a closer partnership between the commercial com­
munity and the state in postwar reconstruction, without turning 
over their interests ''to the tender mercies of an army of civil 
servants. •• They favor a system of self-government or "self-discipline"" 
by the business community, sanctioned by the state.u 

The South African Federated Chamber of Industries wants the 
government "to give the utmost encouragement to the industrial 
development of the natural resources of Southern Africa.·· It favors 
"a long-term, liberal but controlled, immigration policy."' The 
Chamber of Industries suggests that "when the war ends all Govern­
ments stores of consumer goods (e.g., canned foods, clothing, foot­
wear) should be liquidated through the Department of Social 
Welfare and/or shipped to countries in need of them as a result of 
war devastation:· ,This is proposed in order "to preserve the lacal 
market for secondary industry, which, as the largest employment 
avenue, would be required to absorb many men returning from active 
service, and as such should be placed in the most favourable position 
to discharge its obligations in the interests of the country.••n 

b. LABO.R
0

S PROGRAM FOR FULL EMPLOYMENT 

The Union"s labor organizations emphasize full employment. This 
is one of the main demands of the South African Trades and Labour 

22. In 1939, there were in the Union 105 registered employers' associations with a mem­
bership of over 7,«YJ. Over half of these associations were tn the engineering, metal working, 
and building trades. In addition, there are the local Chambers of Commerce affiliated in a 
central Chamber of Commerce. 

23. The report of the Industrial and Agricnltural Requirements Commission, according 
to some, shows a strong bias in favor of "big business."' The chairman of the Commission is 
said to be ··a convinced and able propagandist'' of"lscor"-theSouth African Iron andSted 
Corporation at Pretoria-which 11 a large and highly integrated corporation, with expanding 
activities in various tidds. Most of the Union's factories, however, are rather small. See 
"Problems of Industry," Tbt Still', Johannesburg, August 7, 1942. 

24. See Statement by W. B. Collier, President of the Association of Chambers of Com­
merce, quoted in the lntmunionJ Lahour Rloiew, March 1942. 

25. lmmltllitm11l Lahour Rloiew0 February 1943, pp. 221-222. 
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Council which is composed of white or European skilled workers.2e 
At its annual conference in April1942, the Council considered a pro­
posal to establish a National Planning Board whose main task would 
be to prevent industrial depressions and unemployment. The proposed 
Board is to consist of an equal number C?J employers and workers. 
The proposal is inspired by a fear that returned soldiers and the 
.. dilutees••n will increase the labor supply out of proportio~ to the 
demand. 

The National Planning Board would plan industrial expansion in 
such a way as to make employment secure. The specific measures sug­
gested for the attainment of this purpose are as follows: 
1. Establishment of a state fund to embark: on yublic works schemes; 
2~ Introduction of a maximum working week: o forty hours; . 
3~ Introduction of compulsory annual leave for all workers and 

increase of existing annual leave where it is enjoyed; 
4. Introduction of a national housing scheme; 
5. Extension and development of our base metal industry; 
6. Development of state shipping services and the establishment of a ship-

building industry; . 
7. Building of motorcar chassis in this country; 
8. Building of more rolling stock: by the Railway Administrati()Jl; 
9.· Introduction of numerous other schemes whtch may be relativelr unim­

portant in themselves, but in the aggregate will make a constderable 
contribution towards postwar employment.28 

The tonference o£ the Council also passed a resolution to establish 
a committee representing all industries and labor organizations in 
order .. to draw up a workers" charter providing a more equitable 
economic system after the war." This Committee has not yet made 
its report. 

C. THE :FUTURE OF NATIVE WORKERS 

Some of the statements quoted above show growing recognition 
of the need to improve the economic condition and status of native 

26. Trade onions have grown in the Union as a result of the Industrial Conciliation Act 
of 1924 which was intended to promote collective bargaining between employers and work­
ers and the peaceful adjust~ent of industri_al disputes. The Conc~ation Act applies t? E~ro­
pean workers only and prondes for the regiSuanon of employers and workers orgaruzanons­
ln all trades, except public service, farming, domestic service. Under the Conciliation Act 
employers and workers may form joint industrial councils which fix wages and working con­
dinons. :Between 1934 and 1938, the membership of registered trade unions increased from 
77,737 to215,822 but fell to 179,412 in 1939;it has grown since. The membership of re~istered 
trade unions and other employees" associations in 1940 was 235,051. The strongest uruons are 
in the mining and building trades. The unions are divided on the national level. The South 
African Trades and Labour Council, more liberal in its outlook, has about 28,000 members. 
A movement is now under way to unite the South African Trades and Labour Council, the 
Cape Federation of Labour Unions and The Western Province Trades Council into a South 
African Federation of Trade Unions. Sec Y1m- Book, 1941, pp. 222-228; also, T/11 Intern~tion~l 
L~hour RlfJiew, February 1943, p. 255. 

27. The ··dilutees .. arc unsJOlled workers who have been allowed to enter skilled occupa­
tions during the war. 

28. InternmionJ LlhfJur Rwiew, May1942, p. 54. 
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workers who form the overwhelming majority of the working popu­
lation. The specific problems are numerous and complex. The natives 
are in many cases too poor, and have not the means of transportation, 
to look for jobs, are untrained in elementary habits of industrial 
work, suffer from malnutrition and disease, are prone to acclden~ .. 
owing to their unfamiliarity with technical appliances, are un­
willing to leave their native homes and tribal living, are suspicious 
and afraid of their employers and white superiors, and are accustomed 
to primitive living conditions. For generations ·they have been held 
down by European farmers, and businessmen who wanted cheap and 
docile (even if inefficient) labor, and by white workers who were 
afraid of the competition of low-standard labor. 

Efforts to improve the conditions of native labor have been made 
from time to time. The government has applied the provisions 'of the 
Industrial Conciliation Act so as to give some protection to native 
workers. 211 The natives have also made some advance in self-help. 
A number of trade unions composed entirely of native workers are 
now in e?Cistence, and though they are not registered under the Con­
ciliation Act, they exercise some influence in protecting wages and 
working conditions of their members. , 

The war has caused a large influx of native workers not only from 
the provinces of the Union, but from the adjoining protectorates and 
regions.80 All plans for further industrial expansion imply the use of 
more native workers. A larger domestic market depends in a measure 
on raising their living standards. General Smuts and the· Industrial. 
and Agricultural Requirements Commission point to the necessity 
for lifting the status of native labor. The position of a growing por­
tion of European labor is evident from the report to the 1942 con­
ference of the South African Trades and Labour Council which reads 
in, part as follows: 

It would appear that our urbanised Natives are becoming more and more 
conscious concerning the advantages offered in being organised into trade 
unions of their own. Most of these unions are now led exclusively by experi­
enced Mrican negotiators. Whatever advice they need from Euro~an trade 
unionists is at all times promptly given-a gesture much appreciateCl by both. 

The growth of Native trade unions is perhaps not as rapid as could reason-. 
ably be expected, but that is not in any way Clue to the lack of interest dis­
played either by the Mricans themselves or•their European collaborators. 

29. When agreements are made by industrial councils, ins_,Pectors of the Labour Depart­
ment may attend the meetings and take part in the discusston whenever matters affecting 
the interests of native workers are concerned. 

30. The Union of South Africa holds a mandate from the League of Nations for the 
former German colony of Southwest Africa. It draws labor also from British Northern 
Rhodesia and from Portuguese East Africa. 
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The average Native who enters industry as a newcomer is usually 'raw· and 
not sufficiently intelligent or schooled to a,Ppreciate the value of collectivity. 
Coming from areas where wages are mere ptttances, they are, at first impressed 
with the wages paid to them in the big towns. Soon they realise that their 
earnin~ do not f'Crmit them to buy much clothes and good food, which, 
accordtng to thetr observations, the European has in abundance, and pres­
ently they hear about a group of fellow-workers who have succeeded in 
obtaining small increases in their wages. It dawns on them that as indi­
viduals they have little chance of getting a few shillings more, for their 
employer can easily get others. Briefly, the task of Mrican unionists is to 
incUlcate into the minds of simple, honest people the doctrine of collective 
representation for better wages and condiuons, and that contributions are 
necessary to enable the carrying out of such essential representation. But it 
is pleasing to note the increasing progress in that direction.ll 

5. REcoNsn.ucriON AND NATIONAL UNITY 

Underlying all plans for reconstruction in the Union of South 
Africa are the problems of national unity and of the international 
position of the country. Those who see a large development for 
South Africa after the war believe that the problem of national unity 
can be solved by giving larger economic opportunities and greater 
social security to all. 

This point of view is clearly expressed in the resolution adopted by 
the United Party, which is the government party, at its Congress 
in October 1942. The resolution states~u 

1. That one of the basic: causes of racial strife in the Union is poverty and 
the menace of want; 

, 2. That a fuller measure of national unity, happiness and contentment can 
best. be achieved by the overcoming of these evils; 

3. That it is the legitimate hope and aspiration of the citizens of this 
country that one of the outcomes of the sacrifices of the war will be the 
evolutton of a planned economy based on the co-operative use and control 
of the nation's resources for the social security and upliftment of its citizens; 

4. That a declaration by the government that such a plan forms part of 
its war aims would reassure the nation and lend added purpose and direction 
to our fighting forces; , 

5. That it has become an urgent national necessity to prove that the prob­
lems of poverty and unemployment and the evils that flow therefrom can be 
overcome by a democratic form of government. · 

It is on this platform that General Smuts and his party hope to 
unite the majority of the South Mrican people after the war.aa 

• 
31. lntmllllional LaiJour R.111iew, August 1942. , 
32. IbiJ., March 1942. · 
33. For a summary of the political situation in the Union of Sooth Africa, see J. P. Cope, 

'"Dynamite in Sooth Africa," Tht New Republic, December 19, 1942. 
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THE POSTWAR DEVELOPMENT OF INDIA 

IN cuRRENT DISCUssioNs of India, the problem that overshadows ali 
others is its future political status: whether India will be a self­
governing part of the British Empire or will become an en~irely inde-, 
pendent country whose relations with Great Britain will be shaped 
freely by its own representative government. 

Settlement of the question hinges on whether one or another of 
the current proposals will prevail or some new compromise will be 
evolved. The main political formulas today are: (1) the offer of the 
British government to create .. a new Indian Union which shall con­
stitute a Dominion, associated with the United King~om and the 
other Dominions by a common allegiance to the Crown, but equal 
to them in every respect, in no way subordinate in any aspect of its 
domestic or external affairs'' ;1 (2) the demand of the Congres·s Party1 

for ''complete independence, .. for complete national unity• and for 
the right of India to determine through a constituent assembly what 

1. Tbis[roposal was made by Sir Stafford Cripps during his ""Indian Mission.'' Sir Stafford 
emphasize that the proposal was meant to be applied after the war, bat that it gave the 
Indian people the right to decide ultimately whether they wished to remain in the British 
Commonwealth of Nations, or not. See Sir Frederick Whyte; lntli111, A Birtl' 1 Eye Yi1111, and 
Doc•mentlllll the lndi11111 Sil11111ion, Papers Submitted to the Eighth Conference of the Institute 
of Pacific Relations, December 1942. · 

2. The Indian National Congress, or Congress Party, was inaugurated in 1885, and is 
today the most influential political movement in India. It aims to unitb all elements of the 
Indian {'Cople into a national whole regardless of race or creed. It is composed of various 
econormc groups which differ considerably in their views on socialROlicy. The membership 
of the Congress Party is predominantly, though not exclusively, Hin<la. In 1937-1938, it was 
claimed, the Congress had a membership of about 3 million, including some 200,000-300,000 
Moslems. Its President, Dr. Maulana Abut Kalam Azad, is a Moslem. Its leaders arc Gandhi 
and Jawaharlal Nehru. See W. E. Duffet et al., India T,..tla:J, New York, 1942, pp. 62-66; 
also Kate L. Mitchell, India Wilholll Fable, 1942. · , 

3. British India and the '"independent" Indian states have a total area of 1,575,187 square 
miles, and a total population of 388 million. British India includes about three fourths of the 
total. Under the Government of India Act of 1935, British India is divided into eleven prov-
inces which have local self-government in a considerable degree. ' 

The "'independent" Indian states number 562 and have a population of some 92 million. 
These states vary greatly in area, population, resources, etc. Some ar~ large, e.g., Hyderabad 
which has a population of over 16 million. Others are small and have a population of a few 
thousand. Tlie states generally have autocratic rulers, some of whom, however, have re­
cently introduced some democratic reforms. The rulers of the Indian states are "'independent'" 
in their internal affairs, except for their treaty obligations to the British government and 
special _powers reserved by the British government. The Indian states have a central or~ 
ganizanon for the discussion of common problems-The Narendra J.f.antlal (Chamber of 
Princes). • 

237 
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its relations to other countries of the world shall be;• (3) the demand 
of the All-India Moslem League• for "Pakistan," i.e., the division of 
India into autonomous Hindu and Moslem states; and (4) the com­
promise proposals of various groups which would accept some 
amicable arrangement with Great Britain, preferably that of Do­
minion status. • 

The economic and social future of India will depend i9large measure 
on the settlement of the political issue. Nevertheless, economic and 
social policies are being pursued today and plans are being considered 
for the postwar period which are likely to have important effects, 
regardless of political adjustments. These policies and plans are pro­
posed partly to meet the long-standing problems of India, partly to 
adjust to the changes of war. 

1. TuE CoMMITTEE ON REcoNsT:a.ucnoN AND PouaEs o:r THB 

GovE:a.NMENT o:r INDIA 

In the spring of 1941 the government of India established an Inter­
departmental Committee on Reconstruction. Included in its mem­
bership are the ministers for Finance, Commerce, Defense, Supply, 
Labour, Education, Health, and Lands; the Chief Commissioner for 
Railways, and the Economic Adviser to the Government of India. 
Subordinate to this group is a consultative committee of economists 
appointed from various Indian universities to advise on long-range 
planning and the retention in peacetime of c~tain war controls. 7 

4. The resolution adopted by the Indian National Congress on March 20, 1940, contains 
the following declarations: • 

"'The Congress hereby declares again that nothing shore of complete independence can 
be accepted by the people of India •••• lndia'a constitution must be 6ased on independence, 
democracy and nanona.I unity, and the Congress repudiates attempts to divide India or to 
split up her nationhood •••• The Congress cannot aamit the right of the rulers of Indian 
States or of foreign vested interests to come in the way of Indian freedom." Quoted in Indi11 
11nd tht W ""• Prmntetl hytht S1crtlfii':J of Stillt for lndi11 to P Mliament hy Commantl of His Maje.rty, 
April 1940, London.. , 

5. The Moslem League was founded in 1905 to represent the interests of the Moslem 
population of India which is estimated at aome 80 million. The Moslem League is opposed 
to the Congress Party and aims to unite all Moslems of India under its leadership. It is fed by 
Mohammed Ali Jinnah. See M.llslim D1mantl for P11ki.rtan; also Mehr Chand Khanna, P11kiJt11n, 
A Hindu View, Eighth Conlerence of the Institute of Pacific Relations, 1942. 

6. Among these arc the Mahasabha, th'-.Orthodox Hindu Party, which stresses Hindu 
tradition and is socially conservative; the Azad (Free) Moslem Conference which is a com· 
bination of Moslem organizations opposed to the extreme folitical views of the Moslem 
League; the National Liberal Federanoa under the influence o Indian banking and industrial 
groups, the small India Socialist Party, and others. 

7. The Government of India Act, 1935, approved by the British Parliament aims r:o or­
ganize India as a federation of autonomous provinces and of the Indian native states. On the 
basis of this Act, British India is divided into eleven major and some minor provinces with 
provincial legislatures and a governor apl'ointed by the British Crown. But the maio pro­
visions of the 1935 Constitution have not been put into effect. India is governed now under 
the Government of India Act, 1919. There is an fndian Legislature consisting of an Upper and 
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The committee is subdivided into six subcommittees to deal with 
various aspects of postwar planning such as labor ·placement and 
demobilization, disposals and war contracts, public works and 
government purchasing policies, postwar trade policy, industry, 
agriculture, and finance. Some of these subcommitteeS have held 
meetings to consider their respective problems, but have-not as yet · 
formulated policies. s 

2. GoVERNMENT MEAsuRES 

Meanwhile, the government of India has adopted measures to deal 
with the effects of the war on Indian economy and to prepare for the 
postwar period. 

a. AGRICULTURAL POLICY AND LAND REFORM 

The central government of India has for a number of years tried to 
improve agriculture. Following the report of the Royal Commission 
on Agriculture in India of 1926-1928, the_ government established 
the Imperial Council of Agricultural Research which has carried on 
extensive studies for- developing the production and marketing of 
agricultural products throughout the whole of Indi_a. 

The government emphasizes the problem of increasing the food 
supply of the country. Despite the great volume of some of its prod­
ucts, 8 India has to import rice from Burma and IndO-China, and wheat_ 
from Australia. The agricultural output is insufficient to meet the 
needs of the Indian population either in calories or vitamins. The 
diet of the bulk of the population is deficient in calories, in animal 
proteins, A and B vitamins, calcium and iron, milk and sugar. 10 

Lower House:. The: former consists of 5& members of whom 26 are nominated by the govern­
ment. The Lower House has 141 members of whom 102 are elected. This Legislature can 
make laws, subject to certain limitations and to the veto power of the Governor General. 
Real power is exercised by the central government which consists of the Viceroy and Gover­
nor General and of an Executive Council appointed by the Crown. Each member of the 
Executive Council is a minister and responsible for some department of government. As a 
concession to public opinion, the British government enlarged the Council in 1941, and it 
now includes a majority of nine Indian members out of a total of fourteen. _ 

8. International Labour R.etJiew, March 1942, p. 309; May 1942; February 1943, p. 218. 
9. In 1937-1938, some 152 million acres were devoted to the cultivation of staple food 

grains (rice:, wheat, jowar, cajra, barley, maize, gram) and their total output was over 47 
million tons. Some 45 million acres were devoted to other food crops. In addition, large 
quantities of fruits and vegetables were grown. The most important staple crop is rice, and 
India produces about 40 per cent of the world's rice crop. Practically all oi India s grown rice 
is consumed in the country. 

10. India possesses some 30 million cows, 15 million female buffaloes and large numbers 
of she-goats, ill of which are used for milking purposes. The total milk production has been 
estimated at over 10 billion gallons a year, but the milk consumption per person per day is 
only 8 ounces. The consumption of sugar is 7.3lbs. pc:r capita per year. See Sam Higgmbottom, 
India's Agricultural Problems, Paper submitted to die Eighth Conference of the Institute of 
Pacific Rdations, December 1942. 
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Productivity is also low in nonfood cash crops such as cotton, jute, 
oilseeds, groundnuts, fodder, etc., which play an important part in 
supplying Indian industries with raw materials and in the export 
trade of the counuy.n 

The government of India has encouraged the introduction of better 
varieties of staple crops and livestock, irrigation, the use of more and 
better farm implements, the control of pests, easier and cheaper credit, 
greater marketing facilities,· and agricultural education in high 

·schools and colleges. Efforts have also been made to improve the 
quantity and quality of cotton and other non-food crops. 

Government efforts, however, have had only modest results. Indian 
agriculture is still backward, and, on the eve of the war, the majority 
of the Indian peasants were on very low levels of existence, often on 
the verge of starvation. Many students of the problem feel there is 
little opportunity for improving Indian agriculture unless and until its 
root evils are eradicated. These evils are not only technical but eco­
nomic and social in character-an exploitative system of land tenure, 
high land rents, usurious rates of interest, an inequitable tax system' 
which falls heavily on cultivators of the land,12 and a rapid incre~se 
in population which creates an excessive rural population. Under pre­
vailing conditions of small holdings, rents, interest rates, taxation, 
and population pressure, the Indian peasant cannot afford to use 
selected seeds, or introduce modern tools, or manure his land ade-
quately, or improve his cattle. . 

The war has affected Indian agriculture in several ways which 
modify the postwar outlook. On the one hand, it has caused a serious 
shortage of food, partly by cutting off imports and partly by causing 
transportation difficulties within the country. On the other hand, the 
loss of European and far eastern markets have made it necessary to 
reduce production of cotton, jute, and several other crops. This shift 

11. India is next to the U.S.A. and the USSR in cotton production; has a monopoly in 
the production of jute; and is second only to China in the output of oilseeds. 

12. The land systems of India arc complex, but in broad outline, the systems which are 
widely prevalent are: (1) the ''ryotwari" system under which the "ryots" have the right to 
cultivate the land and pay directly to the state a share of the l'roduce; (2) the system under 
which the state collects 1ts land revenue through intermediartes. It is estimated that of the 
250 million Eeople who derive their livelihood from the land, about half a million families 
arc large lanillords ("Zamindars" and others), and a million or so families have thirty acres 
or more. Of the remainder, two thirds cultivate their own land or are tenants on small hold­
ings, while about one third are landless agricultural laborers. Rents are often out of propor­
tion to the average yield of the land, and the Jleasants have other payments to make for 
the usc of water, etc. The indebtedness of the Indian peasantry has been estimated at £1,200 
millions, and interest rates on this debt arc high. See Vera Anstey, Th1 Economic Development 

. 1/ lntli11, 1931. It is claimed that rising agricultural prices as a result of the war "have dJmin­
ished the real burden of agricultural indebtedness." International Lllhour R.e11irw, June 1943, 
p. 754. 
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in the production is further accentuated by the increased demand for 
foodstuffs due to military requirements and the expansion of indus­
trial activities. 

The problem of the food supply became of paramount urgency in 
1941-1942, and the government took a number of steps to ease the 
situation. Public funds were appropriated for a .. Grow More Food 
Campaign.'' Intensified efforts were made to assist the cultivators not 
only by special personal loans, seeds, manure, and frrigation facilities, 
but also by reducing rents or taxes on land reclaimed and employed in 
the cultivation of food crops.11 A Department of Food was established 
in the latter part of 1942 to control prices and distribution.u 

The postwar outlook is for greater concentration in India on in­
creasing production of foodstuffs. The government plans to extend 
and intensify aid to the cultivators of land, especially to improve 
water supply, transport and marketing' facilities. The plans of the 
government also include changes in size of land holdings, but no indi­
cations have been given as to the nature of these changes and whether 
they will affect the systems of land tenure. · 

b. INDUSTRIALIZATION AND TRADE POLICY 

One of the important postwar problems of India is the degree a.nd 
character of further industrialization. A . great quickening in the 
industrial life of the country took place during the First World War. 
It was accelerated after 1920 by the policy of '.'discriminating protec­
tion," which helped to build up the iron and steel industry15 and the 

13. See B. D. Adarkan, W • Tim1 &onomi& TrmJs tJntl Ptut W M' PfJii&y, Indian Paper No.3. 
submitted to Eighth Conference of the Institute of Pacific Relations, December 1942. Also, 
lnternt~~i,ntJ uho11r Review, December 1942, pp. 724-726. . 

14. International ubo11r Review, March 1943, pp. 360-362. 
15. India is an agricultural country and four .6.fths of the population derive a livelihood 

from the land. Also, the bulk of domestic needs for manufactured goods is still supplied by 
the handicraft village industries whose products are produced and consumed locally. But 
modem manufacturing industries and m1ning have grown greatly since 1919 and have as­
sumed increasing importance in the economic life of the country. India is rich in many mineral 
resources such as coal, iron, manganese, chromite, mica, petroleum, bauxite, etc. It is the 
second largest coal producing country in the British Empire with an annual output of about: 
25 million tons. Among the modern large-scale industries are the cotton and wool industries. 
the iron and steel industry, chemicals, the leather and sugar industries. There are 390 cotton 
mills in India with about 10,000,000 spindles and 200,000 looms. India is the second largest 
producer of iron ore in the Empire, and its output of steel is about a million tons a year. The 
Tata Iron and Steel Coml'any is the most important iron and steel plant in India and the 
second largest in the Briosh Empire. It turns out a variety of products and has been greatly 
expanded as a result of the war. According to the Census of 1931, some 30 million _people were 
engaged in industry, transport and trade. The number of workers in factories tn 1939 was 
about 2,725,000; about 700,000 were employed on the railroads and about 300,000 in mines. 
In 1938, over 512,000 workers were employees in the cotton mills, and about 210,000 in 
engineering works. The industries are concentrated in Calcutta. Bombay, Ahmedabad, 
Madras, Cawnpor, Magpur and a few other cities. 
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giant cotton industry. Indian industry was being developed in increas­
ing measure even before 1939 by indigenous capital and by Indian 
cntrepreneurs.ll , 

The present war has greatly stimulated the productive capacities of 
India, and is making it one of the great industrial countries of the 
world. There has been a rapid development of the iron and steel indus­
try; by the middle of 1942, the production of steel had reached the rate 
of 1,250,000 tons a year. An expansion has taken place in the facilities 
for repairing and building ships, in the machine tool industry, muni­
tions and small arms, cotton, wool and silk production, the clothing 
industry, leather manufactures, and the production of chemicals.n 

The government of India is committed to protect these industries 
after the war from foreign competition, as far as their capacity for 
further development warrants. In an address to the Associated Cham­
bers of Commerce at Calcutta on December 15, 1941, the Viceroy made 
the following statement on the subject: 

That important question has been constantly before me and before my 
advisers; and in the budget session of 1940 the Government of India formally 
stated that they (the Government) were prepared, in the case of specific 
industries started in war conditions, to give assurances that such industries, 
after peace was restored, would be given some form of protection against 
competition from abroad. That assurance was inevitably confined to s~cific 
industries, since in each case the scope of the industry, its needs, and the 
part that it will play in the general economy of the country, have to be 
considered •11 . ·· 

The !~dian government has proposed to contribute one tenth of the 
'net excess profits tax paid by industry for postwar rehabilitation and 
re-eqwpment of plants, provided that the assessee deposits a sum equal 
to double this amount .. The contribution is placed in reserve by the 
assessee and will be repaid within twelve months of the end of the 
war. The proportion contributed by the government will be paid out 
after the war at such time and subject to such conditions as may here­
after be determined. The government is also considering a proposal to 

16. Indian capital and management are dominant in the cotton textile industry, iron and 
steel, rice milling. manufacture of cement, flour milling, chemicals, brewing, and 1n banking. 
Bombay is the center of Indian capital, while Calcutta is the center of foreign capital. The 
rotal amount of British investment: in India has been variously estimated, but on the eve of 
the war it included holdings of about £250 million of Indian government loans, and 
about £250 of privately issued securities. The government securities have been largely repatri­
ated since the beginning of the war. British investments predominate in the tea, coal, rubber 
and petroleum industries. See lndi11n F in11nu, Regional Planning Supplement, December 1939. 
~17. See Kate L Mitchell, 1p. tit., pp. 219-225. 

18. lnttrntltional L11how R.111i1w, May 1934, p. 543. 
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use the surplus of sterling balances accruing fu India for a reconstruc­
tion fund to be used to re-equip and expand industrial plants.19 

C. LABOR STANDARDS AND SOCIA.L SERVICES 

Industrial expansion in India is bringing more workers into industry 
and into the cities,20 and thus giving greater importance to problems 
of wages, labor conditions, and industrial relations. The government 
of India has adopted measures to offset the effects of rising food prices 
and higher living costs by giving the workers temporary expense 
allowances and war bonuses. 

Less temporary are the steps the government has taken to enlarge 
factory legislation and to improve the machinery for settling indus­
trial disputes. The Factories Act of 1934 has been amended so as to 
permit provincial governments to apply their labor regulations to all 
industrial establishments employing ten or more persons. Under this 
amendment, several provincial governments, e.g., those of Madras, 
Mysore, and Bengal have recently passed laws to provide weekly rest 
days and paid annual holidays for certain groups of employees. In 1941 
the Central Legislative Assembly of India passed a law prohibiting 
the employment of women 1n mines during the four weeks following 
the day of delivery of a child, and providing maternity benefits. 21 

The most important step the government has taken to regulate 
industrial relations is the establishment of a Tripartite Labour Organ­
ization (on the model of the International Labour Organization) with 
an annual plenary conference, standing committees and so forth. This 
organization will consist of representatives of the tentral government, 
employers and workers· organizations. Not only the provinces of 
British India, but also representatives of the Indian princes and 
independent states, take part in this organization. The functions of 
the organiz.ation are to promote uniformity in labor legi~lation, to 
provide procedure for the peaceful settlement of disputes, and to 

19. IhiJ., August 1942, p. 184. · 
20. The number of industrial workersincreasedfrom1,737,000in 1938to2,727,000 in1940.' 
21. See lnternllfional Lahotlf' Review, November 1942, p. 604. Labor legislation in India 

applies to workers in many specificindustries. It covers such matters as methods of recruiting· 
and living, minimum age of admission to industry, sanitation and safety, protection of the 
payment of wages, limitation of working hours to nine a day with certain exceptions, etc. 
Conditions of labor are better in the large modern factories but leave much to be desired in 
the smaller factories and shops, and especially in the unregulated industries in which millions 
of workers are employed. Labor legiSlation is, in large measure, a prerogative of the pro-
vincial governments. · - . 
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arrange for discussion between employers and employees of "all 
matters of all-India importance."u 

No special measures or plans have been reported with regard to the 
improvement of social conditions such as health, housing and 
illiteracy. 

d. DEMOBILIZATION, U-EMPLOYMENT AND PUBLIC WORKS 

With a view to the reabsorption of demobilized men, n ·and the. 
placement of war workers in peacetime production, the Reconstruc­
tion Committee is making a survey to determine the previous occupa­
tion and training of members of the Indiat;J. army. It is preparing plans 
for gradual demobilization. Studies are also being made to determine 
the probable postwar· volume of industrial employment, and the ex­
tent to which the training and experience received in .war industries 
can be utilized for peacetime production. Proposals for the retraining 
of ·war workers and demobilized men! in accordance with postwar 
needs are under consideration. Employment exchanges are to be 
established throughout India to facilitate labor placement. Considera­
tion is also being given to problems of ~ork relief and to the condi­
tions of work and rates of pay which should obtain if work relief 
becomes necessary. u 

The Reconstruction Committee also aims to aid in an orderly 
· transition to peacetime production by providing for a gradual tapering 
off of war production proportionate to the expansion of commercial 
demands. The disposal of stocks on hand or accruing under war con­
tracts and the "demobilization" of war industry are to be carried o.ut 
in such a way as to prevent a sudden collapse of prices and un-
employment. . 

Private employment may not increase sufficiently, when war 
demands decline, to absorb all workers seeking employment. Public 
works are therefore beirig considered. Extensive: public improvemen~s 
are needed in India. The: war has proved the present transportation 

22. Internlltionlll l.II!Jour R.wiew, January 1943, pp. 1-21. 
23. India has from about two million men in her Army, Air Force, and in the Royal Indian 

Na2{: Welfare plans arc under consideration for the benefit of the soldiers who ~ill be 
demobilized.- The government of India has allowed deferment of pay which is to be paid to 
the soldiers in a lump sum at the end of war. This deduction since April 1942 has been in· 
creased to 2 rupees per person per month in ~he case .of soldiers and to .1 rupee per m?nth 
in the case of enrolled noncombatants. A speoal fund 1s also to be establishecf which wtll be 
used after the war to finance special schemes for the welfare of demobilized soldiers. The 
sums to be allocated and the nature of the "schemes'' are to be worked out by the Recon· 
struction Committee in consultation with the provincial governments. See lntm1111ional 
l.II!Jour ll..J-giew, February 1943, p. 218. 
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system inadequate:25 there is need for more roads and highways, and 
for the development of inland waterways and marine transport. There 
is a demand also for drainage works and irrigation, canals, reforesta­
tion and land reclamation, hydroelectric works and other public 
improvements. 

3. PRoGRAMS oF SocrAL-EcoNoMic ORGANIZATIONs 

The government of India has aimed to obtain the co-operation of 
the various organized economic groups in its policies and programs. 
These groups have on various occasions expressed their own views on 
postwar problems, often for the consideration of the govern.ment, but 
also as a means of clarifying issues and policies. Their declarations 
are not always in accord with governmental policies and some of them 
definitely presuppose a change in the political structure. · 

a. RURAL CO-OPERATIVES AND PEASANT UNIONS' 

·The land cultivators of India have made an effort at sell-help 
through the organization of co-operative societies. Of special impor­
tance are the rural credit co-operatives which have assisted the 
farmers in obtaining loans at reasonable rates. In 1937-1938, there 
were over 105,000 co-operative societies in India with a membership 
of over 4.3 million. Some 90 per cent of these co-~peratives were con­
cert;ted with financing agriculture. 26 

Peasant leagues (Kisan Sablias) and agricultural laborers' unions 
have arisev during the last few years in various parts of India to pro­
tect the interests of the small peasantry and landless workers and to 
press for reforms in the systemof land tenure. The All-India Kisan 
Sabha which was formed to federate local and provincial organiza­
tions, and which claimed to represent 750,500 members, held its first 
session in 1939. The immediate aims of the leagues are to improve the 
irrigation system and local forest privileges, and to reduce rents and 
taxes. Their methods include meetings, demonstrations, rent strikes, 
and mass refusals to pay taxes. They are followers of Gandhi and of 
his nonviolence doctrines. 2 7 

One program for the relief and reorganization of Indian agriculture 

25. India has 39,712 miles of railways and 307,000 miles of road. 
26. The Indian Year Book & Who's Who, 1937-1938, Times of India Press, Bombay, p. 299. 
27. Labour Discussion Notes, issued by the Socialist Clarity Groul?s, London, March 1941. 

For earlier development of rural co-operatives, see B. B. Mukheqee, Cooperation and R.urat 
Welfare in India, Calcutta, 1929. The convention of the Kisan Sabha held early in 1943 was 
attended by 231 delegates claiming to represent 300,000 members. · 
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by peasants• associations is that advocated by the South Indian 
Agricultural Workers· Union whose secretary and leader is a member 
of the Servants of India Society21 and a lifelong student of Indian 
agricultural conditions.n The proposals of the Union for settling the 
land problem of India peaceably are as follows: 

• 
1. Creation of corporations under special statutes with reservation of ade­

quate state control in essential general matters for utilization of state 
lands and for organizin~ rural industries. 

2 • .Abolition of Zamindarts with com~nsation. · 
3. .Abolition of private pro}XrtY in land in the case of noncultivators with 

provision for compensation, or fixation of the maximum cultivable area 
1n the case of a smgle holder, with provision for occupancy rights at 
fair rents for cultivating tenants in the remaining lands. 

4. Prohibition of habitual sublettin~ except for legitimate purposes, on 
penalty of transferring all rights Jn land from the lessor to die lessee. 

5. Fixation of a minimum wage for agricultural labor. 
6. Restriction of sales of lana and mortgages with possession only to 

cultivators. . . 
7. Ri$ht of the state to appropriate private land which is not properly used. 
8. Fatr rent and minimum agricultural wage which will ensure a living 

wage for families of agricultural tenants or laborers, taking due account 
of the: fact that every earner has to support at least one nonworking 
dependent. 

9. Prevention of subdivision of holdings of cultivators (owners and tenants) 
below a size which is economic. 

10. Cancellation of past debts in the: case of holders of minimum holdings 
yield}ng a net income: of RS. 150 and below; exemption of a minimum 
holdtng from attachment for debts. · 

11. Financial assistance: by the state for purchase of lands for the conversion 
of uneconomic to economic holdings. 

12. Reduction in land revenue: for economic holdings, and a graded tax on 
larger holdings. 

13. Development of irrigation facilities by the state:. 
14. Cheap supply of electric power by the: state for agriculture. 
15. Provtsion of free house .sites for the agricultural population. 
16. Promotion of an agricultural collective economy among cultivating 

small holders on the following lines: 
(a). Formation of co-operative societies at market centers for pro­

moting group cultivation of crops, for introducing new processes and 
improvements, for sale of agricultural requisites and domestic require-

28. The Servants of India Society is a missionary organization of persons who pledge 
themselves to give their best for the service of India. The members of the Society .. accept 
the British connections as ordained. in the inscrutable dispensation of Providence, for India' a 
good." Their goal is self-government of India within the Empire. The Society runs schools. 
farming institutes, co-operatives. and carries on many other activities. See The Servants of 
India Society, R.eport for 1940-1941, Poona; also The Servindia Rural Centre, Mayanoor. 
R.eports tJntl Aaounts, 1939-1941. Madras. 

29. The program is printed in leaflet form by the South Indian Agricultural Union ac 
Mayanoor, S. I. and is dated 10-5-1941. Ic is signed by the Secretary of the Union, Mr. K. G. 
Sivaswamy. 
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ments and for marketing produce, and developing livestock breeding, 
poultry keeping, and the like. · 

(b). Enforcement of compulsion among members towards gr-oup 
action in production where necessary, and by prohibiting outside deaf-
ings for purposes mentioned in (a)._ . 

(c). Formation of branches of the Provincial Co-operative Bank where 
co-operative societies cannot be formed. 

(d). Formation of central societies subject to state control for issue 
of credit, supplies, and sale. 

(e). Creation of a whole-time rural development' service and its regu­
lation and control on a provincial basis by a body comprising representa-
tives of societies and paid workers in tpe movement. , · · 

(£). Development of distributive co-operative societies in towns 
either as branches of village agricultural co-operatives or as consumer's 
societies; co-ordination of these societies with agricultural co-operatives 
and their central societies. 

17. Formation of central bodies by the state for regulating agricultural pro­
duction, ensuring a price, finding markets, and regulating imports. 

b. EMPLOYERS' ASSOCIATIONS 

There are several All-India organizations of businessmen, the most 
important of which are the All-In4ia Organization of· Industrial 
Employers, the Associated Chambers of Commerce of India, and· the 
Employers' Federation of India. ao Besides these, some provincial and 
local employers' organizations have more than local influence~ During 
1941-1942, the three All-India associations held conferences which 
dealt largely with war problems, but which discussed also questions 
of postwar policy. 
Th~ employers' associations are concerned particularly with post­

war industrialization and labor policy. At the meeting of the All­
India Organization of Industrial Employers in 1941, the president of 
the Organization expressed the view that "to develop industry one 
must first develop its workers and that the workers' well-being is an 
industrial insurance, an industrial investment.'' He stated further that 
"the theory that the worker's place in the employer's production 
scheme is that of a producing machine combining cheapest possible 
cost with the highest possible efficiency is happily out of date."ll 

The Employers' Federation emphasized the need to develop the 
basic industries of engineering, machine tools, power and transport, 
if India is to become a really important industrial country. The presi­
dent of the Federation welcomed the appointment of postwar recon-

30. Some of India's industries are dominated by internatiooal cartels, e.g., The Associa­
tion of Indian Cement Industries, The Jute Mill Owners' Association, etc. 

31. lnternmiont~l Lt~bo11r R.eoiew, September 1942, p. 362. 
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. struction committees by the government though he found them too 
""officialized. ''He called for more assurance from the government that 
protection will be accorded not only to war industries, but to ''all 
deserving industries. "at 

More far-reaching are the recommendations formulated at the 1942 
convention of the Federation of Indian ChaPtbers of Commerce and 
Industry. The object of economic planning was described by spokes­
men of the Federation as: (1) "to give employment to the population 
of the country which will enable it to maintain a reasonable and 
decent standard of living; and (2) to keep the economy of the country 
balanced 'Yith regard to agriculture and manufacturing industries." 

· The convention laid much stress on desirable agricultural changes. 
It called for a diversion of land from commercial to food crops, for the 
development of long-staple cotton to replace the unmarketable sur· 
pluses of short-staple cotton, and for relief to jute growers. The 
Chambers of Commerce Federation recommends: (1) proper planning 
of crops with a view to increasing internal consumption; (2) the 
establishment of new industri;s to absorb a large part of accumulated 
stocks of raw materials; (3) search for new markets for agricultural 
products; and (4) the appointment of trade delegations to neighbor· 
ing countries. 

Many recommendations were also made by the Federation of 
Chambers of Commerce for the establishment or expansion of particu­
lar industries with government aid. Particular emphasis is laid on the 
'development of the power alcohol industry in view of fuel shortages. 
It is also urged that India's rapidly growing sterling balances be used 
to strengthen the position of Indian capital in ind1,1stry, especially in 
the jute, rubber and oil industries. · 

Although they favor an expansion of export trade, the several 
groups of Indian industrialists believe that the postwar .industrial 
development of India depends primarily on the hom~ market. Higher 
living standards and greater agricultural prosperity are necessary, in 
their opinion, to· create a larger internal ·market for industrial 
products. 31 

C. THE POSITION OP THE TRADE UNIONS . 

The growth of industrialism since the First World War has been 
accompanied, in India as elsewhere, by the emergence of a trade union 

32. 1/;iJ., P.· 363. - • 
33. See Gilbert E. Hubbard, Et~.rtml InJustrit~titmion t~nJ Its EJftcts on th1 Wt.rt, London, 

1938, p. 317. 
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· movement. The peculiar geographic, economic and social conditions, 
however, have hampered the growth of labor organization, and the 
Indian trade unions are still, with a few exceptions, small and weak. u 

Nevertheless, their membership has increased from about 400,000 in 
1938-1939 to 511,000 in 1939-1940.15 

Indian trade unions are weakened by internal divisions. The largest 
organization is the All-India Trade Union Congress which _was 
organized in 1920-1921 and which has generally been closely con­
nected with the Indian National Congress. The Trade Union.Congress 
split because some of its leaders and members disapproved the negative 
attitude of the Congress Party towards the war. The discontented 
elements broke away in 1941 and formed a new organization known 
as the Federation of Indian Labour wliich is under the influence of 
more radical and ''leftist" leaders. 31 • · • · .. . . 

Neither of the two labor organizations has formulated any specific 
postwar policies. The All-India Trade Union Congress follows to a 
large extent the lead of the Congress Party. The new Federation of 
Indian Labour is primarily interested in stimulating the war effort of 
Indian workers. Its first conference in 1941 advocated the development 
of large-scale industries with government aid. 17 

4. B;:oNoMic AND SOCIAL PLANs oF THB Co~GRESS PARTY 

Although it devotes its energies almost entirely to politic_al reform, 
the Congress Party has formulated an economic and social program 
to guide its postwar activities. . 

The Party is far from homogeneous. Its membership includes land­
lords, peasants, employers, workers, and middle-class people. Its 
financial support comes from some of the big industrialists, e.g., the 
Birla and the Tata firms. Its leadership includes men, like Nehru, who 
are socialists and others who are very far from socialism, and the 
groupings within the Party range from the conservative Right to the 
radical Left. 

The Congress Party has tried to conciliate different views in a pro­
gram which would be acceptable to all its groups. As far back as May 
1929, the Working Committee of the National Congress declared that, 

.... _)' 34. The larger unions include the All-India Railwaymen·s Federation and the Textile 
Labor Association of Ahmedabad. 

35. lnternati011J Lahour Review, August 1942, p. 226. 
36. SeeM.. N. Roy, ""Indian Labor at War,·· F• E11stem SIINley, New York:, January 25, 

1943. '--'·---...::.;;_.------...;;_----~ 
37. lnternationJ Lllhow Review, May 1942 and July 1942. 
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'"the great poverty of the Indian people is due not only to foreign 
exploitation, but also to the structure of society, which the alien 
rulers support so that their exploitation may continue. In or'der to end 
the exploitation of the masses, political freedom must include real 
economic freedom of the starving millions. •• Since then, the Party has 
on several occasions formulated a series 'of specific demands and 
policies which may be summarized as follows :11 

Agriculturt 

1. Freedom of or$anization of agricultural labor and peasants. 
2. Standard prov1sions !or living wages and suitable working conditions 

lor agricultural labor. . 
3. Just and fair relief of agricultural indebtedness; a moratorium on agri· 

cultural debts and the establishment of tribunals for inquiry into those 
debts. 

4. Fixity of land tenure and a reduction in rent and revenue demands. 
5. Just allotment of state expenditures for the social, economic, and cultural 

amenities of villages. 
6. The establishment of common pasture land. 
7. The develo~ent of co-operative farming. 
8. A fostering of industry for the rural unemployed. 

Industry and Lahor 

1. State ownership of key industries and services, mineral resources, rail· 
ways, waterways, shipping, and other forms of public transport. 

2. Regulation of currency and exchange in the natlonal interest, control of 
interest rates and elimination of usury. 

3. The protection of indigenous cloth and the exclusion of foreign cloth 
and yarn. · 

4. The pt:otection of labor from serfdom and conditions bordering on serf· 
dom~ (Indenture and the jobber system of recruitment.) 

5. The right of workers to form unions and to _protect their interests. 
6. Protection of women workers and the abohtion of child labor. 

Taxation and Puhlic Expenditures 

1. Reform of the system of land tenure and rent, and an equitable adjust· 
ment of the burdens upon agricultural land to give relief to the smaller 
peasantry. 

2. Progressive income taxes. 

38. The discussion of this section is based on notes taken from the report of the Congress 
National Planning Committee proceedings by Mr. John Gunther. A photostat copy of the 
resolutions of the Committee is in the Library of Congress. It is believed that it is the only 
copy of the resolutions to have reached the United States. While the material relates to the 
period before 1939, the programs outlined are indicative of the postwar India envisioned by 
the Congress Party. 
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3. The reduction of expenditures and salaries in civil departments. 
4. The abolition of duties on salt manufacture. 

Social 
1. Free and compulsory primary education. 
2. Prohibition of the use of intoxicating drinks and drugs. 

This program contains some seemingly contradictory items, but the 
Party regards them as capable of reconciliation. As is well known, 
Gandhi and the Congress Party as a whole have long advocated the 
Swadeshi policy-the development of cottage goods ind~stries. A 
resolution of the Working Committee of the Party of July 1934 com- · 
mitted Congress members to use, and to encourage the use of, hand­
spun and hand-woven khadi to the exclusion of other types of cloth. 
In October 1934, the All-India Village Industries Association was 
constituted, to promote ''the revival and encouragement of small 
village industries and the moral and physical advance of such 
villages." 

Efforts have since been made to encourage consumption of goods 
produced by cottage and small industries. The latter must accept "the 
guidance of Congress on any items in the regulation of prices and in the 
matter of the wages and welfare of the labor imder their control.''·~ 
The development of these industries, it is claimed,_will serve to relieve 
the problem of chronic agricultural unemployment, and aid in raising 
the living standards and self-sufficiency of the villages. 

Congress Party leaders minimize the conflict between this policy 
and the development of large-scale industries in urban centers. Jawa- · 
harlal Nehru has stated that certain industries must by their very 
nature be large, but that there must be a demarcation of the domains 
of large-scale and cottage industries for an orderly and far-reaching 
improvement of living standards of the mass of the Indian people. A 
resolution passed by the Congress Party in 1938 claimed that the 
economic regeneration of India is impossible without industrializa­
tion, and that industrialization implies national planning for large-_'. 
scale heavy industries, medium-scale industries, and cottage indus­
tries. The resolution recommended specifically the establishment of 
large-scale industries for the production of machinery, tools, auto­
mobiles and accessories; of all equipment for transportation, cominuni- ·· 
cation, and electric plants; of heavy chemicals, fertilizers, and metals. 

The resolutions of the Working Committee of the Congress,contain 
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several references to public ownership of basic industries. In 1929 the 
Working Committee stated that "to remove poverty and misery and 
to ameliorate the condition of the Indian masses it is essential to make 
revolutionary changes in the present economic and social structure of 
society, and to remove gross inequalities."' Mr. Nehru explained this 

-statement as follows: .. The resolution indicates an approval of 
socialistic theories, but apart from this general approval and some 
further advance in subsequent resolutions the Congress has not in any 
way accepted socialism." It was also impractical, in ~fr. Nehru's 
opinion, to insist on state management of those industries which are 
already in private hands. Nehru urged, however, that the state "take 
necessary steps to assure uniformity among enterprises with a view to 
basic policy and objectives." Such action by the state was necessary 
in all instances where state aid or protection is granted to private 
industries, in the case of monopolies, and of industries whose policies 
conflict with national ,measures for the protection of labor and 
consumers. ..... 

At the time these programs were being elaborated, the Congress 
Party appointed an All-India Planning Committee to determine the 
most suitable location of particular industries, methods of finance and 
management, and whether an enterprise should be public or private. 
The Planning Committee defined the objectives of national planning 
in India as follows: 

The object of comprehensive national planning is to enforce the well­
being of the commwuty, principally by intensifying the economic develo{>­
ment of that community on an all-around basis in an ordered, systemauc 
manner so as to observe a due proportion between the various forms of pro­
ducing new wealth; to secure its equitable distribution among the members 
of the community, and to ensure adjustment between the interests of pro­
ducers and consumers individually and the community collectively. 

' < ' 

5. PosTwAR INDIA AND ExTERNAL RELATIONS 

India thus will develop chiefly its home market after the war. 
I~dian manufacturers and businessmen, regardless of political parties, 
want protective policies and government aid for this purpose. The 
various political groups have no quarrel on this issue. 

However, there is no question that India must also develop its 
economic relations with the rest of the world. Such Indian products as 
tea, jute, cotton, hides, etc., must be sold in foreign markets. And 
though the war has stimulated the growth of industry and savings in 
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India, expansion after the war will depend in large measUre on foreign 
capital and technical aid. · · . • .. . · 

Various sugg~stions have been made by Indian' spokesmen as to the. 
place which India may and should have i~ :the postwar world ec~n-' 
omy. These suggestions will not be considered here, first because they, 
-are rather vague, and second, because they are bourid up with problems 
of India's political status and of internationai politi~~lorganiza,tionl' 

. which are outside the scope of this study. 



Chapter 13 

THE RECONSTRUCTION OF CHINA 

IN CBINA, as in the Soviet Union and some countries of Latin America, 
the movement towards national reconstruction antedates the war. It 
derives its inspiration from a national revolution which has been in 
progress for over two decades. In order to make postwar programs 
more understandable, it is necessary to present them against the back· 
ground of prewar plans and developments. 

1. SuN YAT-sEN's P:a.INCIPLES AND PRoo:R.AM 

The basis for planning in China today was laid down by Dr. Sun 
Yat-sen, Father of the Chinese Republic, in his various writings, 
especially in his books, Three Principlu of the People and Inte_rnational 
Development of China. 1 After two decades of internal upheaval and 
war, the Chinese government still proclaims itself to be a revolutionary 
government whose aim is the realization of the ideas of SunY at-sen. 
In a recent statement which had a world-wide hearing, Generalissimo 
Chiang K' ai-shek reaffirmed this basis in the following words: 

\ . 
What we mean by revolution is the attainment of all three of Dr. Sun's 

basic principles of national revolution: national inde~ndence, progressive 
realization of democracy, and arising level of livingconClitionsfor the masses. 
When victory comes at the end of this war, we shall have fully achieved 
national independence but will have far to go to attain our other two objec­
tives. Hence our claim that ours is still a revolutionary goyernment, which 
means no more or less than ifis-a government dedicated to attaining these 
other two objectives. 2 

Sun Yat-sen went beyond general principles and outlined a specific 
, program for the development of China which has since served as a 
sort of basic blueprint. The main points are: 

1. Development of a communications system: 
100,000 miles of railways; 
1,000,000 miles of macadam highways; , 
Improvement of existing canals; 
Construction of new canals; 
River conservancy; 
Construction of more telegraph and telephone lines and systems. 

1. Thm Principlu 1/ 1h1 Pt~pll was published io 1921. 
2. Generalissimo Chiang K'ai-shek's speech read before the New York Herald Tribune 

Forum, November 17, 1942. For text see C1ntemp"ary Chin11, November 30, 1942, Vol. II, 
No.14. 
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2. Development of commercial harbors in North:. East and South China. 
3. Development of modem cities in all railway centers and alongside 

harbors. 
4. Water power development. . __ · _ 
5. Building of iron:. steel and cement works on a large scale to supply the 

above needs. 
6. 1fineral development. 
7. Agricultural development. 
8. Irrigation work on a large scale in Mongolia and Sinkiang. 
9. Reforestation in Central and North China .. 

10. Colonization and development of Manchuri~ Sinkiangs Chinghai 
(Kokonor):. and Tibet.1 · _ 

For the advancement of the general weHare and livelihood of the 
peoples Dr. Sun further outlined various projects concerning the food 
industry, the clothing industry, the housing industry, the ~otor 
industry and the printing industry. 

This economic blueprints according to Sun Yat-sens could be put 
into effect only by private and public enterprise working together. 
Above all, Dr. Sun emphasized the need for international co-operation 
in this huge undertaking. He visioned China as an "'economic 
ocean·· capable of absorbing most of the surplus capital of the ad­
vanced industrial countries. In order to carry out the project sue~ 
cessfully, Dr. Sun suggested-that the various governtnents of the capi­
tal-supplying powers agree to joint action and a unified policy, and 
that they form an international organization "'with their war work 
organizers, administrators and experts of various lines to formulate 
plans and to standardize materials in order to prevent waste and to 
facilitate work."" Dr. Sun further emphasized the importance of 
gaining the confidence and co-operation of the Chinese people for such 
a reconstruction program. Dr. Sun left the details of the proposed 
international organization to be elaborated, and he also allowed for 
changes in the program as studies ·and surveys brought more data to 
light. 

2. PREWAR .AND w .AR DEVELOPMENTS, 1928-1943 

Mter the National Government of Chiang K"ai-shek was estab­
lished in Nanking in 1927:. attempts were begun to put some of Sun 
Yat-sen"s ideas into practice. A six-year plan for highway-railway 
construction and for industrial development was prepared in 1931:. 

3. For further details. see W. K. Che~ .. The Postwar Reconstruction of China: Its Pro­
gram and Proper Machinery;• N•iniJ R.~e~inf. August 1942, Vol. I. pp. 54--63; also 
C#JIItmp•m:~ Chi-, January 11,1943. -
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and a National Economic Council was established in the same year 
to aid and direct the work. Mter the disastrous floods of the Yangtze 
and Hwai rivers in 1931 and the Japanese occupation of Manchuria 
and Inner Mongolia, attention was turned largely to hydraulic works 
and to land reclamation projects. Between 1933 and 1937, consider­
able progress was made in extending the railway system, building 
new roads, in the development of aviation, the reform of the monetary 
and tax systems, and in increasing agricultural and mineral output. • 

The outbreak of the war with Japan in July 1937, and the transfer 
of the c2pital to Chungking changed the activities of the Chinese 
government in several ways. Military needs became of paramount 
concern and most of the industrial and economic plans were geared 
to these needs. The field of operations .was restricted to the area of 
Free China and emphasis was shifted to the development of the 
western and southwestern regions of the country. The government 
directed its energies towards building up new industrial and mining 
enterprises in these regions and towards the expansion of agricultural 
output not only for domestic use but also for export. 

To carry out these immediate and practical programs, the planning 
machinery of the government was reorganized and enlarged. The 
Ministry of Economic Affairs became the most important agency for 
promoting the industrialization of China. and absorbed the National 
Economic Council and other pre-existing planning agencies. The 
Na#onal Resources Commission was incorporated into the Ministry 
of Economic Affairs, but continued to play a. leading part in develop­
ing and operating mining, electric power, and other basic industrial 
public enterprises. A Central Planning Board was established to 
consider the problems of over-all planning for economic recon· 
struction.1 

3. PosTWAR EcoNOMIC AND SoCIAL OBJECTIVES 

Six years of war have had their effect on Chinese programs of eco­
nomic and social development. While the general aims of national 
development remain the same, official statements of government 
spokesmen now place more emphasis than before on national security 
and on regional development. 

The shift in outlook is reflected in the .. Program of Armed Resist· 

4. For details, see Lewis L Lorwin, Intemlltional E&onomk Development, pp. 42-45. 
5. For the organization of national planning agencies, ihiJ., pp. 45-50; also, "China's 

Wartime Economy," in Contemporllf'7 Chin11, August 24, 1942; and Th1 &onomist, London, 
October 17.1942. 
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ance and National Reconstruction" adopted by the Kuoinintang 
National Congress8 on March 29, 1938. The ''Program'' laid down 
the principle that during the war .. economic reconstruction shall con­
cern itself mainly with matters of military importance and only in~ 
cidentally with matters which contribute to the improvement of the 
livelihood of the people." 7 Since this statePient was made, the 
change in emphasis has made itself felt also in current thinking about 
the postwar period. ' 

The main features of the planned postwar development are a rapid 
industrialization of China, with emph.asis on heavy industries, power 
plants, chemicals, railway and highway transportation, aviation 
and port facilities. Light industries will be of secondary importance. 
Industrial development will proceed under state guidance and to a 
large extent under state ownership and direction. The shortage .of 
private industrial capital in China, the absence of a vigorous in­
dustrial class, and the large financial problems involved are presumed 
to necessitate state action and control. 8 The Chinese scientists 
estimate that the natural resources of China allow for a substantial 
degree of industrialization. Besides, Chinese lead:ers claim' that under 
proper conditions China could use large amounts of imported raw 
materials in combination with her own man power. 

4. NATIONAL AND REGIONAL PLANs. 
. . 

Specific plans for national and regional development are now being 
prepared by various departments of the National Government, es- · 
pecially by the National Resources Commission, 9 and by. the People's 
Political Council.lO 

6. The Kuomintang Party, reorganized in 1924, is the poly legal ,Political party in Free 
China. It regards itself as the source from which the government denvesits real power. It 
is strongly organized locally, and on the provincial level, and is highly centraltzed. It is 
an elaborate organism with many divisions and subdivisions which examine in advance the 
questions of public interest and formulate the policies on which the government is to act. 
It also has a number of affiliated organizations such as the Central Political Institute, the 
Youth Corps, the National Spiritual Mobilization and the Mass Mobilization-by means 
of which it aims to influence the mass of the people. See Paul M.A. Linebarger, The Chiiz11 
of Chiang K' ai-shek, World Peace Foundation, Boston, 1941, pp. 124-158. 

7. Contempor""Y China, January 25, 1942. 
8. See Robert W. Barnett, FIKtors in Chine11 Economic Reconstrtldion, Institute .of Pacific Re­

lations (mimeographed). Also, Guenther Stein, "Chungking Considers the Future," Fill' 
Eastern SIINiey, September 7, 1942. . . . . 

9. According to recent reports, a general ofiie1al orgamzaoon has been established to study 
postwar problems and planning. . . . - . 

10. The People's Political Council waa first orgamzed 1n July 1938, and was reorgamzed 
in 1941 and 1942. It has no legislative powers, but acts !-San advisory and supervisory o~gan 
of the National Government. It makes recommendaoons to the government and revtews 
reports of the government on national problems and policies. The Council which was in 
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a. l'lVE- AND TEN-YEAR. NATIONAL PLANS 

Economic thinking in China runs in terms of three-, five-, and ten­
year industrial plans. In 1936, the National Resources Commission 
prepared a thr~e-year industrial program which had to be dropped 
when war with Japan began in 1937. Dr. Wong, Minister of Eco­
nomic Affairs, outlined some time ago a ten-year program which, in his 
opinion, would be "'big enough to be of real yalue to the country but 
modest enough to be within the means of the people." While. this 
program is not known to have been formally adopted, it is indicative 
of government thinking on the subject. Some of the goals of this 
plan are stated as follows: 

C,,Jj/7 
Steel 
Coal 
Gold 
Cement 
Steel Plates 
Cotton Yarn 
Railways 
Rails 
Locomotives 
Steamships 

r,_y,.,. o.11., 
14,000,000 tons 

500,000,000 tons 
12,000,000 oz. 
85,000,000 barrels 
5,000,000 tons 

29,000,000 bales 
48,000 kil. 

.3,360,000 tons 
2,400 

3,000,000 tons 

TmtiJ y,.,. O•tp•t 
5,000,000 tons 

100,000,000 tons 
2,500,000 oz. 

20,000,000 barrels 
1,000,000 tons 
5,000,000 bales 

The National Resources Commission is reported to be studying a 
more modest postwar five-year plan. The plan will require at least 
30,000 engineers and 800,000 skilled workers. The Commission has 
now only 9,534 engineers and 170,000 skilled workers. A program to 
train engineers and technicians has been started.u 

b. PLANS l'OR. REGIONAL DEVELOPMENT 

In outlining his program for the economic development of China, 
Sun Yat-sen projected schemes for the development of the various 
regions of the country, especially of the Northwest. The war with 
Japan has given a strong impetus to the idea of regional planning. 
In a:II current plans, emphasis is placed on the need for regional plan-

session in October 1942, consisted of 240 members. Of these, 160 were elected by the pro­
vincial and municipal peoples' councils; the rest represented economic and cultural insti­
tutions or were appointed by the government. The Council passed over fifty resolutions 
and recommendaoons bearing on various economic, political and administraove problems. 
The Councilis a war substitute for a National Assembfy which cannot meet as a resUlt of the 
military situation. See Guenther Stein, "Wartime Government in China, .. F• Ellstmt Sw-
fle.J, December 14, 1942. • 

11. ContemportJry Chinll, September 7. 1942. , 
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ning agencies under central direction to acceter,ate the use of regional 
resources. Regional planning under national guidance is advocated 
in order to make Chinese industry less vulnerable to future aggression, 
to relieve population pressure in central and eastern China by the 
colonization and development of the Northwest and Southwest, 12 and 
to develop a balanced national economy. 
· Planning commissions and ""development corporations" have been 
organized in fourteen provinces with the aid of the National Govern"' 
ment. 13 Many factories have been established by these authorities, 
and several provinces have mapped out three-year or five-year plans: 
Chekiang Province is an example of· provincial reconstruction, in 
co-operation with the central government. Although fighting has 
reduced its sphere of activities, the Reconstruction Department of the 
provincial government continues its work. Agriculture, industry, 
co-operatives, shipping, and public utility enterprises are included in 
a comprehensive plan. . 

Under the Department are twenty different units, each of which· 
handles its own particular province-wide functions. The Agricul­
tural Improvement Institute, one of the most important of the twenty; 
is responsible for experiment and training work in the agricultural 
field, for the increase of food production, propagation of selected 
seeds, and the development of Chekiang's special products. The. 
Handicraft Promotion Bureau has as its main work the production 
of articles of daily use through the promotion of rural and small in­
dustries and handicrafts. Model and experimental plants have been· 
established to train skilled labor. An oil, tea, cotton and silk ~d­
ministration has been established by the provincial authorities jointly 
with the Foreign Trade Commission and the Agricultural Credit 
Administration of the National Government to promote the output 
of these four commodities. 

The Cooperative Enterprises· Administration supplies funds to co­
operative enterprises in the province and promotes the organization 
of co-operative societies and banks. The Reconstruction Department 
is operating iron and chemical works, a spinning and weaving plant 
and an electric supply shop, each of which is capitalized at between 
one and two million Chinese dollars. In the field of communications, 

12 ... China's Postwar Economic Reconstruction," Contemporary Chin11, January 25, 1943. 
13. Such. ar~ the Shensi Devdopment ~orporation, the Yunnan Enterprise Bureau, the 

Szechwan-Stnktang Devdopment Corporanon. · · 



260 POS'IWAB. PLANS 01' mB UNITED NATIONS 

the Department is operating a highway transportation company, a 
shipping administration and a telephone company. u 

Increased efforts to draw the "Great Northwest"-the area formed 
by the provinces of Sinkiang (Chinese Turkestan), Kansu, Chinghai 
(Kokonor), Ningsia and Sh~nsi-closer to the central government 
have taken form in a number of specific measures. The war has ac­
celerated industrial progress in this area and Lanchow in Kansu pro­
vince has become not only the administrative center of theN orthwest, 
but also one of the main eight or ten centers of Free China·s war ef­
fort.11 

In September 1942, the Executive Yuan announced its decision to 
appropriateCNC$100million at the rate of $10 million a year for irri­
gation projects among the seventeen districts in the Kansu corridor. 
A large portion of Kansu·s population of 6 million will benefit di-

,rectly or indirectly. The plans for the irrigation of the Northwest 
will affect several districts known at one time as the granary of the 
Northwest, but which have become almost barren since the ancient 
irrigation canals became dry more than a century ago .. 

In addition to the large irrigation project, afforestation is under 
way. Means for increasing the number of sheep and improving their 
wool are being studied, together with means for expanding the 
modern spinning and weaving industries which the Chinese industrial 
co-operatives introduced into Kansu. The small engineering shops 
which the war brought to Lanchow and a few other cities of the 
Northwest are gradually being developed into a solid industry de­
riving its raw material from insufficiently exploited or as yet untapped 
resources of the local region. Power plants to make us'e of rapid 
streams are being projected. Transportation is one of the most acute 
problems. None of the northwestern provinces, with the sole ex­
ception of Shensi, possesses a single mile of railway and the inter­
national Sino-Russian route which goes from Szechwan through 
Shensi, Kansu and Sinkiang is the only major highway of the ter­
ritory. 

Settlement on the land is also to be started soon. The Southwest 
is regarded as a future center of heavy industries. It is proposed to 
establish heavy industries immediately after the war in Hsiantan and 

14. Chin• 111 W '"'• October 1942. For further details, see Lorwin, International Et:Dnomic 
Development, pp. 47-48. For devdopments in another province see ".Reconstruction in 
Szechwan, .. Cliint.~ at W ""• March 1943. 

15. See Guenther Stein, Chri.rti•n Scieme Monit,, September 16, 1942. 
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Chuchow in Hunan; Chungking and Chikiang in Szechwan; and Kiat-
ing, Wutungchiao, and Tzeliuching in . Szechwan. Four other po­
tential industrial centers in the interior provinces are: the Chungking 
area, based upon the K.ialing and Nanchuan coal fields and the Chi­
kiang iron deposits; the K.iating-Loshan industrial area, around Kun­
ming, which produces tin and copper and is abundantly provided 
with coal; the Lancho-Sian industrial area which hasreserves of coal 
and petroleum aod produces ra'W cotton and wool.H 

The consensus of opinion in China is that the main regions of the 
country can and should be developed in accordance with their local 
resources as parts of an integrated and balanced national economic 
plan. 

C. THE FUTU.RB OP PRIVATE ENTERPlUSB 

While national economic plans emphasize large projects of a public 
character, they provide a place also for private enterprise. The Na­
tional Government has been encouraging private enterprise since i938 
as a war measure, 17 and it is expected to continue this policy after the 
war in order to accelerate the utilization of all economic and human 
resources. 

Government aid is now granted to Chinese-own~d.private industrial 
enterprises in the following groups: (1) those engaged in the manu­
facture of goods that compete with imported goods in the domestic 
market or goods in foreign markets; (2) those first adopting the latest 
foreign methods of production; and (3) those employing new patents 
granted by the Chinese government. The forms of assistance are 
reductions of, or exemptions from, export duties or taxes on raw ma­
terials; reduction of freight charges on government-owned transporta­
tion systems; the granting of subsidies; and the granting of exclusive 
manufacturing rights in a specified locality for a period of not more 
than :five years. , 

The government also encourages the development by private iri­
terests of specially important industries. It provides aid to enterprises 
owned and operated by Chinese that have a paid-up.capital of more 
than a million dollars and which manufacture motors, dynamos, elec­
trical equipment, tools, machines, or transportation equipment, or 

16. See H. D. Fong, P•.rt-W" ltulMstrillii~lllin •f C}Jina, National Planning Association. 
Washington. 1942. . 

17. This is being done nnder the In_dustrial E~conragemc;nt Act of June 7, 1938, the 
Regulations Governing Government Aid to Speaal Industnes of the same date, and the 
Regulations Governing the Enconragc:mc:nt of War-Tune Industry of November 25, 1938. 
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engage in various forms of metallurgical work or in the refining of 
liquid fuel. To these industries the government guarantees profits 
limited to 5 per cent per annum on paid-up capital and 6 per cent per 
annum on bonds issued within a period of seven years and grants cash 
subsidies on the basis of production costs and of the market price of 
industrial commodities during the year. 

The Ministry of Economic Affairs also provides government assist­
ance to small industries with a capital investment of.$10,000 to $50,-
000, half of which must be paid up. In order to qualify for obtaining 
_such aid, the industries concerned must (1) be able to produce com­
modities that can be used for military purposes or for improving the 
welfar.e of the people; (2) use native raw materials solely or largely; 
(3) use modem methods or improved native methods of manufactur­
ing; (4) be able to fulfill their own schedules of production; (5) have 
real prospects of development; (6) have made new inventions or de­
vised new methods of production. 

It is generally agreed that similar measures on behalf of private 
industry are to be continued after the war, and that private initiative 
may be combined with government direction in the development of 
various industries. The official position of the government on this 
question has been stated by Dr. Wong Wen-hao, Minister of Economic 
Affairs and Chairman of the National Resources Commission: 

The purpose of government enterprise is to create wealth for the State 
and not to compete with the ~ople; it should be confined, therefore, to the 
following types of enterprises: (1) enterprises urgently needed by the govern­
ment and requiring specialized management; (2) enterpt:ises requiring large­
scale planning or control; (3) enterprises too large or difficult to be under­
taken by private entrepreneurs; (4) enterprises urgently needed for national 
defense but offering no prospect of profit to the private entrepreneur; (5) 
enterprises supplying power and fuel to private industries ..•• 

Only enterprises that can be classified 10 any of the above categories will 
be undertaken by the government. H private investors wish to £Ut their 
money in government enterprises, agreement should be reached for joint 
operation. The government will allow private entrepreneurs complete free­
dom to engage in fields of entel'{'rise in which it also is engaged, except in 
cases where restrictive action is JUStifiable for special reasons. Even in cases 
where certain fields of economic activity are reserved by law to government 
enterprise, the government can set up companies jointly with private inter­
ests or lease concessions to private entrepreneurs ...• Our most urgent need 
at present is to increase production enormously in order to meet the demands 
of the front and the rear. H we define the scope of government enterprise too 
broadly, and if the resources of the government are not sufficient to develop 
to the fullest extent the enterprises assigned to it, there is danger that the 
country's productive power will be needlessly curtailed. Thus, while we are 
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trying our J:>est to establish government enterprises, we are also paying close 
attention to the encouragement and promotion of private enterprise.18 

d. THE INDUSTRIAL CD-OPERATIVES (ac) 

The National Government is also lending its support to the devel­
opment of industrial co-operation which is expected to be important 
in the postwar economy of China. The plan for the industrial co­
operatives came into being in the difficult days of 1938. It called for 
development of a widespread system of small-scale, co-operative 
workshops scattered throughout the interior· of Free China. These 
.. vest pocket" industries were to have three functions: (1) to provide 
productive jobs for refugees; (2) to create new supplies of consumer, 
medical and military goods; and (3) to' erect an economic wall against 
the traffic in smuggled Japanese goods. 

With the financial and moral aid of the governmen,t and of sympa-­
thizers outside China, the Chinese Industrial Cooperatives have grown. 
to an industrial organization comprising over 1, 700 co-operative 
workshops throughout eighteen provinces of Free China. They give 
employment to many thousands of workers, and indirectly provide a 
livelihood for large numbers of formerly destitute refugees. They prp­
duce about 500 different commodities, and are an important factor in 
supplying the country with some of its elementary needs. Among 

·items produced are clothing, shoes, army blankets, soap, porcelain, 
leather goods, chemical products, medical goods, machinery, power 
equipment, minerals, transport facilities and military material.. 

The CIC are sponsored by the Executive Yuan, and Dr~ H. H~ 
K'ung, rthe Minister of Finance and Vice President of the Yuan, is 
president of the organization. Dr. K'ung has supported the-movement 
from its early days because he believes that .. through this movement 
not only China's economic resources will be mobilized to offset the 
loss of the occupied areas, but also a foundation will be laid for the 
new economic order of the futme, more consonant with Chinese life 
and free from the evils which inevitably accompany industrializa- . 
tion of the accepted pattern.' ' 1 1 • 

In organization, procedure,. and methods of financing, the Chinese 
Industrial Cooperatives differ markedly. from familiar-types of con­
sumer or productive co-operation. They are a product of war condi-

18. Quoted by Pi Ming, "The Rdation Between Government Enterprise .and Private 
Industry," Hsin Chin Chi, July 16,1939, Vo~. U, No. _3, pp. 55-56. ~rom unpu~lished m!'-nu­
script on the Economic Develo{'ment of China submmed to the Instttute of Pacdic Relattons. 

19. Delbert Johnson, Chin11 s lnJustriJ CooperlllitJts (Leaflet). 
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tions. Their role after the war will depend on their capacity to find a 
place for themselves between private industry and government enter­
prise. Those who sponsor the industrial co-operatives believe that 
they are peculiarly fitted to meet China's postwar needs for low­
priced goods and to gratify the desire of Chinese artisans and workers 
for collective self-employment. · 

C. LAND REFORM AND RESETTLEMENT 

The reform of land tenure in China has been both one of the main 
goals of the National Revolution and one of its main stumbling 
blocks. The position of the National Government and of the Kuomin­
tang on this issue was formulated in the Draft Constitution of 193620 
as follows: 

Article 117. The land within the territorial limits of the Republic of China 
belongs to the people as a whole . .A.ny part thereof the ownership of which 
has been lawfully acquired by an individual or individuals shall be protected 
by, and subject to, the restrictions oflaw. ' 

The: State: may, in accordance with law, tax or expropriate private land 
on the basis of the value declared by the owner or assessed by the government. 
· Every landowner is amenable to the duty of utilizing his land to the fullest 

extent. 
Article 118 • .A.ll subterranean minerals and natural forces which are eco­

nomically utilizable for public benefit belong to the State: and shall not be 
affected by private ownershi.P of land. 

Article 119. The: unearned 1ncrement shall be fixed by means of a land•valuc 
increment tax and devoted to public benefit. 

Article 120. In readjusting the distribution of land, the State shall be 
guided by the principle of aiding and protecting the land-owning farmers 
and the: land-utilizing owners. 

The aims of the government are thus to create a landowning farming 
class which would be free from the exactions of a moneylending and 
officeholding class of landlords. So far the government has made only 
the first steps in this direction. The Ministry of Agriculture, created 
in 1939, the Agricultural Credit Administration, the National Agri­
cultural Production Commission, and the Joint Office of the Four 
Government Banks have extended loans to farmers and given them 
subsidies and technical aid wjth a view to increasing agricultural 
output. The Farmers Bank of China issued in 1942land bonds worth 
100 million yuan for the purchase and distribution of land to small 

20. On May 5, 1936, the Legislative Yuan promulgated the Draft Permanent Constitution 
whicll still is the official proposal for a permanent constitution to be rati.fied by the National 
Constituent Congress wliich is to meet after the war. For a translation of articles 117-120 
which bear on land reform, see Paul M. A. Linebarger, '1· cit., p. 296. 
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farmers. 21 Many of the provincial governments have done much to 
establish agricultural experiment stations, to promote scientific farm­
ing, to improve horticulture, sericulture, and animal husbandry, and 
to expand the cultivation of tobacco, sugar, cotton and other agri­
cultural products. However, "readjusting the distribution of land". 
remains one of the basic postwar tasks. · -

The National Government has also encouraged land reclamation 
and settlement of war refugees on the land. The Ministry of Economic 
Affairs, in co-operation with the National Relief Commission and the 
provincial governments, has made extensive surveys of the possi­
bilities and conditions for settlement in the Northwest, Southwest, 
Kiangsi and Fukien. It is expected that after the war it will be pos­
sible to settle several million farmers on reclaimed land jn Shensi, 
Szechwan, Yunnan, and Kwangsi. A program of organized coloni­
. zation is proposed for Manchuria where, according to some,. the 
present population of some 30 million could be increased to 100 mil­
lion within the next thirty years. 

f. FINANCIAL RBO.RGANIZATIO~ 

China's current inflationary problem due to war conditions must be 
met if the economic plans are to be carried out. 22 The government of 
China will also have to unify the diverse monetary syste~s set up in 
different parts of the country as a result of Japanese occupation, pup­
pet governments, and local isola don, and to adjust the external value . . . 
of the national currency to its internal purchasing power. · .. 

The efforts of the National Government towards currency ;_and 
banking reform since 1935 have been thwarted by war and internal 
difficulties. The nature of these efforts, however, has been fairly 
consistent. They aim to secure a uniform issue of notes throughout 
the .country, a restriction of the amount of notes in circulation, the 
nationalization of gold and silver to replenish the reserves for the 
notes and the placing of the Central Bank under government control. 23 

5. SociAL REcoNsTRUCTION ~ 

Th~ plans of the National Government 'envisage what may be 
called a "mixed economjc system" in which the basic industries ~ill 

21. "Land Reforms Increase Farni Owners," Chi~aat War, February 1943, 
22. The shortage of goods, the printing of money by. the government t~ cover the largest 

part of the huge military ~xpe~ditu~es, the i_nade.qua~e 1nc?me from taxauon, etc., haye re­
sulted in an extremely senous mflauonary sltuauon 1n China. See Lawrence K. Rosmger, 
Chintls War Economy Foreign Policy Reports, New York, November 15, 1942. . 

23. See Frank T;magna, "China's Post-War Financial Problems," Pacific Affairs, Septem-
ber 1942. 
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be managed by the state, while the light industries, agriculture and 
trade_ will be left to private enterprise and to co-operative associations. 
This system is often described as state capitalism because of the pre· 
dominant part which the state will play in operating or controlling 
t_he industrial activities of the country. 

The purposes which the postwar economy of China is to serve are 
strategic and social. In accordance with the principles of Sun Yat· 
sen, as peace becomes more secure, social aims must be accorded 
increasing importance. The economic development of the country is 
to become more and more a means of improving the ··livelihood of 
the people." 

The Draft Constitution of 1936 contains a number of articles dealing 
with the measures which the state is to carry out for such social 
purposes. The state is to improve rural living conditions and to en·· 
force protective labor policies. Special protection is to be accorded 
women and children. The state is to accord • ·suitable relief to the 
aged, feeble or disabled who are incapable of earning a living." 
Free education is to be provided for all children between the ages of 
six and twelve. Equal opportunities are to be given to the people of 
different sections of the country to receive higher education. All this 
is in line with the social legislation of the western world. The scope 
of the proposed provisions is, however, still rather limited. 

The social changes aimed at by the National Government affect 
every phase of China's life. Reforms are to be made in local and 
provincial administration to break down the old provincial divisions 
by increasing the number of political units directly responsible to the 
central government. Illiteracy is to be wiped out among the large 
masses of the peopleu and especially in the rural areas through the 
Mass Education Movement21 and the National Institute of Rural 
Reconstruction. 

While the besttraditions of the Chinese family system are to be 
retained, new social customs are to be encouraged through the New 
Life Movement embodying the four basic virtues of li, i, lim, ch' ih: 
reasonableness: propriety (in accordance with social order, natural 

24. Of the 450 million people of China, only about 90 million are literate. Of the 360 
million illiterates, 45 million are between the ages of six and twdve and about 30 million 
between twdve and fifteen years of age. About 80 million are over forty-five years of age. 
See Linebarger, op. cit., p. 215. 

25. The Mass Education Movement was started in 1923 and has done much, under the 
leadership of Dr. James Y. C. Yen, to educate the rural masses and to improve social and 
cultural conditions in the villages. It is one of the important factors in rural reconstruction. 
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law and national discipline), clearness (that which is. right agrees 
with li and i), and consciousness (being ashamed of contravening the 
other principles). The leaders of this movement stress simplicity of 
clothing, short hair, personal cleanliness, obedience to the govern­
ment and the importance of education. n 

6. INTERNATIONAL CAPITAL REQUIREMENTS 

China clearly realizes that the success of national policies will be 
closely bound up with postwar international conditions. The manner 
in which and the degree to which Chinese postwar aims are carried 
out will depend on four factors: (1) the complete abolition o~ extra­
territoriality; (2) the re-unification of China; (3) the terms of the 
peace settlement; and (4) the supply of foreign capital. 

As far as extraterritoriality is concerned, the United States and 
Great Britain signed treaties with the Chinese Republic on January 11, 
19-13, by which they relinquished all extraterritori~l rights. 17 The 
end of the war will presumably create the conditions necessary for 
the re-unification of all Chinese lands under the central government. 
Some of the terms of peace which the Chinese have outlined, e.g., 
the complete disarmament of Japan, are part of the United Nations 
program, though others, e.g., those relating to the status of Korea 
and Indo-China is well as certain economic demands, depend on the 
general settlement following the war. 

Following Sun Yat-sen, the spokesmen ~f China would welcome 
the co-operation of foreign capital in the postwar development of 
China. The Third People's Political Council at its sessions in October 
19-12 adopted a resolution requesting the government to • ·draft a 
program for inviting Allied capital and technical cooperation so as 
to accelerate the materialization of Dr. Sun Yat-sen's mdustrial plan 
for China." The amount of credits that China can use has been esti­
mated in billions of dollars. 28 China hopes that the largest part of 
such credits may be supplied by the United States, and lesser portions 
by other .. friendly powers." 

There is, however, much emphasis in China on the need for such 
relations with foreign investors as would not jeopardize national 
plans or limit the powers of the National Government. It is proposed 

26. The movement was started by Generalissimo and Mme. Chiang K'ai-shek in 1934. 
27. For main provisions of these. new tr':atics. sec Ctmtt11Jpiii'"'J Chiru~, Febraar,y 8, !~ 
28. T. V. Soong, Minister of Forctgn Affaus, told a closed scsSI_OI_l of _the Pe?ple s P<?liocal 

Council in October 1942. that China will need from $5 to $10 billion m forctgn credits for 
postwar reconstruction. Th1 N1111 Y •l Timu. October 31. 1942. 
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to allow private investors to place their funds in state-controlled basic 
industries provid~d control remains in the hands of the government. 
There are also wide opportunities for private foreign capital in con· 
sumer goods industries·. The returns to foreign investors, it is claimed, 
will be reasonable~but secure." It is assumed that, under postwar 
conditions, . more use will be made of intergovernmental loans, 
especially for projects of. reconstruction which normally involve 
public investment and enterprise. 

7. PLANs o:r NoN-GovERNMENT GRoUPs 

The government position finds support increasing. among private 
groups formerly less in accord with it. The views formulated in the 
Draft .Outlin1 of th1 Principlu For China' J Post-War Economic Recon· 
struction, published by the Chinese Economic Reconstruction Society 
exemplify this.ao · 

The Society is a private organization of influential bankers, manu­
facturers, universi~y professors, research workers, and engineers, and 
has existed since April1939. The Outline was completed only after a 
year of conferences and discussions, when common agreement on 
policy was reached, It thus is said to represent ''probably the best 
informed opinion of the leaders" in Free China during wartime. 

In terms almost identical with those of the Kuomintang resolution 
of 1938, the Outline lays down the principle that "economic recon· 
struction shall aim primarily at strengthening national defense and 
secondarily at raising the standard of living. "n 

. The Economic Reconstruction Society looks towards the establish­
ment of a more directed economy under which defense industries, 
embracing .. heavy industries" as well as .. principal railway, high­
way, shipping, tele-communication, andairtransportfacilities," shall 

29. See Robert W.~ Barnett. •I· ,;,,; also Lorwin, Intm~ational Economk D1111lopmmt, pp. 
52-SS. . 

30. The Outlin1 was compiled and published in the Chinese language by the Chinese 
Economic Reconstruction Society in October 1940. References to ir were made in Co,. 
t1mpf1f'ar:J Chin11, January 25,1942. It was first presented in more complete form in this conn­
tty at the Institute of Pacific Relations, Eighth International Conference, held at Mont 
Tremblant, Quebec, in December 1942, and constitutes Part I ,of Cbin11 Council Papw No. Z. 
A translation of the Outline was made by Mr. K. Y. Lin, with an introduction and summary 
by H. D. Fong, Chinese economis~, ~ow at Harvard University. . . 

31. The Outlint covers both pnnoples and explanatory notes on those pnnoples. The 
condensed English translation is confined to the principles only, divided into ten sections as 
follows: General Principles, Communications, Water Conservancy, Agriculture, Mining, 
Manufacturing, Municipalities and Construc~on, Pub~c Fi~ance, ~oney and Banldng, !lad 
Foreign Trade. The text here follows the ~ntroduco~n, 10 w!llch Dr. ~ong summanzes 
the underlying uends of thought presented 1n the Out/me, P!irocularly wuh regard to the 
objectives o£ reconsuuction and the system of economy envuaged. 
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be developed as quickly as possible, as state enterprises. The Society 
further advocates that ""for the execution of a planned economy a· 
supreme national economic planning bureau shall be established. •• 
Such a bureau ""shall be separated from the executive agencies of the 
government and shall be independent:• State ·enterprises shall in­
clude heavy industries such as power and fuel, metallurgy, machine 
industry including armaments and shipbuilding, and basic chemicals. 

The Society suggests that domestic capital for industrial develop- ·' 
ment be obtained from voluntary savings and idle capital. It also 
favors a decrease in consumption, a gradual reduction of government 
expenditures for direct military purposes and loan services so as to 
make possible larger expenditures in building a defense economy. It 
recommends an increase in export surplus in order to meet the passive 
balanCe of payments after the war. It proposes that restrictions on 
foreign capital be relaxed in order to encourage its inflow into China. 

, 
8. PoSTW A1l PLANs AND PoLITICAL PARTIES 

The National Government of China assumes that it will be able to 
command the support of all groups of the people in the postwar 
period. The Kuomintang Party, on which the political strength of 
the government rests, expects to remain the do~inant, if not the only, 
political organization. 

Threats to this needed unity are thr~. In the first place, the 
Kuomintang is not entirely homogeneous and several groups contend 
for its control. Second, there are a few t¢nor political groups out­
side the Kuomintang which may increase their influence at the end 
of the war. The third is the Communist Party of China which is 
admittedly the most serious potential factor for internal struggle. 

From 1927, when the Kuomintang broke with the Communists, 
to 1935, the Chinese Communists were in control of the Chinese Soviet 
Republic in Kiangsi and adjoining areas. & a result of the Long 
?\larch of 1934--1935 during which they marched some 6,000 miles 
north, they transferred their army, followers, schools and other be­
longings to Shensi and Shansi. They have ~established in this­
frontier area since then and exercise control over the government 
and social-economic life of this part of China. 

In 1937 the National Government and the Communists concluded a , 
truce to carry on the common struggle against Japan. The National 
Government and the Kuomintang maintain that they are willing to 
recognize the Communist Party after the war and to co-operate with 
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it, provided the Communists cease to form a state within the state 
and accept the status of a recognized opposition party. The Commu .. 
nists are not entirely convinced that their position would be safe if 
they disbanded their armed forces-the Eighth Route Army-and 
their political stronghold in the Northwest. 

As far as economic and social programs are concerned, the differ­
ences between the Kuomint~mg and the Communist Party center 
chiefly around land and bank reform. 12 The Communist Party wants 
to expropriate the landlords at once, organize farming on a co-opera­
tive basis, and break the economic power of the ''money-lenders" 
and "tax-gatherers. •• The Chinese Communists admit that com­
munism, in its theoretical sense, is not applicable under Chinese con .. 
ditions. They demand land reform and nationalization of basic 
industries and the banking system, with a fierce insistence that these 
reforms be carried out now. The National Government, in their 
opinion, is too much under the influence of the wealthy classes, and, 
therefore, too, opportunistic and dilatory. Some of the Communist 
aiticisms find a responsi1le chord among the "left'" clements of the 
Kuomintang itself. 

The situation in China in this respect, does not differ much from 
that in many other countries. But China is in a revolution, and the 
struggle of political groups is therefore carried on with particular 
vehemence. 

' 32. For program ol Chinese Communists sc:e"Anna Louise: Strong, Chin11 Fighufqr FmJom, 
1939, pp. 201-203; also Edgar Snow. R.tJ Star 011w C/Jin11, London, 1937. 



Chapter 14 

POSTWAR PROBLEMS OF THE UNION OF SOVIET 
SOCIAUST REPUBLICS 

ON NOVEMBER 7, 1942, the Union of Soviet Socialist Republics 
marked, in the midst of war, the twenty-fifth anniversary of the 
revolution to which it owes its existence. In the course of these 
twenty-five years, the Soyiet Union fought some minor an~ unde­
clared wars-with Poland, Japan and Finland. It went through several 
internal economic and political upheavals such as the famine of 1921.:.. 
1922, the struggle for the collectivization of agriculture in 193Q-1932~ 
and the political "purges" of 1936-1937. It was .finally engulfed in 
the Second World War which its leaders had regarded as inevitable 

·but which they had tried to escape. · · 
Under the pressure of internal and external difficulties, the Soviet 

Union often followed a zigzag course in its domestic and foreign 
policies. It veered from "war communism" to NEP, 1 experimented 
with various forms of industrial organization and .tried to coin pro-· 
mise with individual peasant farming. It co-operated for a time with 
foreign "capitalists" and investors and swung repeatedly from eco-· 
nomic and political isolationism to internationalism and back.again. 

However, in the decade before 1939, tl!e economic and social pro_; 
gram of the Soviet Union became clearly defined. It centered around 
four ideas: (1) that the Soviet Union was bui~ding a socialist system 
and was preparing the ground for a '·gradual transition to a commu_. 
nist society;"2 (2) that 'it could achieve its social-economic aims only 
by the method of "socialist planning" and specifically through a 
series of Five-Year Plans; (3) that the Soviet Union could construct a 
socialist system within its own bprders, without regard ~o thecon­
tinuance of "capitalism" in other countries; and (4) that the Soviet 
Union had to develop its resources and economy as fully as possible 
so as to be able to defend itself by its own efforts against external 

1. The New Economic Policy, or NEP, '!as introduced by Lenini? 1921 to meet the ~co-, 
nomic difficulties which Russia faced at the ttme. Under the NEP cons1derable scope was g1ven 
to private industry and trade and to individual eeasant farming, though the large industries 
and foreign trade remained under state ownership and. control. . . 

· 2. The socialists of Western Europe and of the Uruted States regard the SoVlet economtc 
system as a form of .. state capitalism.'~ ' 

271 
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attacks, but that in the interests of peace and economic growth it was 
desirable to support a system of "collective security .. in co-operation 
with the democratic nations of the West. 

In February 1941, the Communist Party of the USSR held its 18th 
All-Union Conference in Moscow, at which these ideas were re­
affirmed. The Conference spent considerable time severely criticizing 
the defects of the Soviet economy and the shortcomings of Soviet 
planning. But the question was how to improve methods of plan­
ning and increase output during 1941-1942, the last year of the 
Third Five-Y car Plan. 1 The new Central Committee of the Communist 
Party elected at the Conference directed the State Planning Commis­
sion to draw up a fifteen-year plan intended ''to surpass the most ad­
vanced capitalist countries in per capita production of iron, steel, fuel, 
electric machines and consumer goods.''• 

Thus, four months before the Nazi invasion of Russia, the Com­
munist Party and the Soviet government looked ahead to a program 
of internal development which, in their opinion, would take fifteen 
years .. • There has since been no indication of any change in the out­
look either of the Communist Party or of the Soviet government. 
Their social-economic aims and methods for the postwar period re­
main as outlined by the 18th Conference of the All-Union Communist 
Party held in Moscow, February 15-20, 1941. 

f · The problem of postwar reconstruction in the Soviet Union, as in 
:some other countries, is thus not one of determining new aims and 
~methods. The social-economic course is mapped out in accordance 
with revolutionary developments since ,1917. The problems arc the 
capacity of the Soviet Union to rebuild itself after the war by its 
own means, the pace at which its industrial development may pro­
ceed, the degree to which the aid of other countrie~ may be needed, 
and the methods by which such aid may be given. 

Information from the Soviet Union to answer these questions is 
limited. However, since no break with the pre-1939 period is intended 
in Russia, the available data are adequate. 

3. The First Five-Year Plan covered the period 1928-1932; the Second F~ve-Year Plan 
was for the period 1933-1937; the Third Five-Year Plan was prepared for the yean 1938-1942. 

4. Th1 Nlw Y •l Timu, February 22, 1941. 
S. The Communist Party, is the only legal political party in Russia. It formulates 

policies and gives directives to the Soviet government. The party organization and the 
government apparatus arc separate and distinct in their forms and functions. But the Party 
is the dominant force upon whose support the government depends and whose program ius 
supposed to put into practice. 
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1. Px.mv A1t PL.u.."S AND PlU)BLEMS 

The aim of the Soviet Union is to build a socialist society and to 
··lay the foundation for·· a transition to communism. It is the official 
doctrine of the Communist Party, proclaimed and vigorously main­
tained by Joseph Stalin, that the USSR ··has all the necessary pre­
requisites for the realization of socialism,·· and can develop along·· 
socialist lines independently of other countries. 

The industrial and economic plans of the Soviet government, es­
pecially since 1932, have been based on this doctrine. When the Sec­
ond Five-Year Plan. was projected for 1932-1937, its task was defined 
as follows: ••to liquidate completely all exploiting classes, to destroy 
forever the causes which breed the exploitation of man by man and 
the division of Sociecy into exploiters and the exploited, i.e. to 
liquidate private ownership of the means of production. •• • The aiin 
of the Third Five-Year Plan ado~ed for 1938-1942 was to ··complete 
the establishment of a classless Socialist Society" • and to begin the 
gradua.l transition from socialism to communism. 7 

Soviet spokesmen claim that the objectives of pre Second and 
Third Five-Year Plans were being fulfi.lled when the war broke out. 
On the eve of the present war, the Soviet Union had removed most 
traces of the private economy which had lingered on before 1932. 
All natural resources, factories, shops, mines, banks, transportation,­
stores had become pan of a nationally organized state-owned and 
centrally planned economy. The individualistic system of peasant 
farming had been practically eliminated, and its place taken by col~ 
lecti ve farms based on national ownership of land and on co-operative 
methods of agricultural work. While private property remained in 
the form of personal belongings, home equipment, family-owned 
houses, individua.l savings, some individual peasant holdings and 
some private trading, there were no ••classes"" of factory owners~ bank­
ers, landlords, stock exchange brokers, or persons deriving their 
main income from private property. The population of the Soviet 
Union, estimated at about 175 million iJ;l1937, was composed almost 
entirely of collective farmers, industrial workers, technical and pro­
fessional workers, and state officials and employees. 

The activities of this economic system were carried on in accordance 
with plans worked out in advance by the State Planning Commission 

6. A. Yogow, X.ssit~"s Emumk Frntl F•W.,.,.IUI.ft«t,~, New ~~k, 1941, p.ll •. 
7. IbiJ., p. U; also""SovietPlanningin War-Time, Plt~•m•t,. PEP (Political and EconoJIUC 

Planning). London, November 17, 1942. , 



274 POSTWAR PLANS OP THE UNITED NATIONS 

(the Gosplan). The Commission laid down a Production Plan for 
each year of the five-year period, assigning output programs for all 
the main branches of industry and thc:ir products. The Plan deter­
mined how much labor, materials and plant equipment should be used 
to make consumer goods, how much to expand the capital goods in-

. dus,tties, what industries should be developed in the different regions 
of the country, what was to be imported and exported. These deci­
sions were made on the basis of plans and programs which were 
elaborated by . the different individual plants, industries and in­
dustrial combinations throughout the country and which were sub­
mitted to the State Planning Commission for examination and 
co-ordination. • 

The Production Plan was supplemented by a Financial Plan. Each 
plant or enterprise in the Soviet system was assigned a definite amount 
of funds for the year (in cash and in credit at, the State Bank) with 
which to buy materials and equipment and pay for labor. The amount 
of money assigned to each plant or industry was supposed to cover 
the expenses of the physical goods allotted to the plant or industry 
by the Production Plan. The buying and selling between plants was 
thus carried on in terms of money. The prices of all goods, however, 
were not determined by supply and demand or by market operations. 
They were fixed by the State Planning Commission in such a way as 
to check the carrying out of the production plans and to balance all 
the transactions of industry. 

The final prices of the goods produced by each plant were also 
fixed in advance by the Planning Commission. These prices were based 
on the costs of production ("planned costs"), including allowances 
for depreciation, a profit for the enterprise ( .. planned profit"), cer­
tain taxes to be paid, and a .. turnover tax" which was the main source 
of the state budget. 1 The ••planned profit'' of each enterprise was 
divided into three parts: one part went to pay a profits tax, another 
part was res~rved for capital expansion, and a third was left at the 
disposal of the enterprise. 

In these financial operations, money was used largely as a means 

8. The State Planning Commission (the Gosplan) is a large body of economists, atatisti· 
clans and technical experts under the direction of a Board of deven {lersons. The Board is 
responsible to the Council of the Peoples· Commissars (which is equtvalent to a Cabinet of 
Ministers), and the.President of the Board is a member of the Council. The Gos{llan has 
four maio departments which deal respectivdy with (1) the general economic plan, (2) 
capital construction, (3) finance, and (4) regional distribution of production. Sec Maurice 
Dobb, So11iet Plt~nning t~ml !-4how ;, Pt«t 11nJ W "'• London, 1942, p. 27. 

9. Sec bdow, pp. 284-285. 
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of accounting and of checking the execution of production plans. 
But in the daily life of the country, money played a more important 
role. It distributed the consumable income of the people. All persons 
at work were paid money wages or salaries with which they bought 
what they needed, paid rent, etc. Wages and salaries varied in ac­
cordance with skill, responsibility, and individual productivity. The 
inequalities of wages and earnings made for considerable differences 
in standards of living of individuals, families, and groups. Such in­
equalities, according' to Soviet economic doctrine, are a feature of 
socialism which is based on the principle of rewarding each individual 
according to his work and productive merits. -

That, in addition to the use of money, is the main feature which: 
accora1niio 'the' . Bolsheviks, distinguishes s~c.i;tlis~ _ fron:t., commu­
nis~m. A communistic society would distribute the national output in 
accordance with the principle: ''to each according to his needs, from 
each according to his capacity." Communism would be possible, 
according to Soviet theory, only in a highly developed economic 
society in which goods are produced in abundance with t:elatively 
little effort. Socialism, according to the same theory, is a transitory 
stage during which the people are trained to work- efficiently, are 
habituated to discipline, and are educ,ated in the co-operative spirit, 
needed for communist living. The present socialist regime in Russia, 
according to this Soviet interpretation, will give way to communism 
gradually as the people are prepared for it, and as technical means are 
developed for more productive work and higher standards of living. 

The key to the further development of socialism and to the realiza­
tion of communism in Russia, according to Soviet spokesmen,; 
is the technical progress of the country. The development of mechani­
cal, chemical and electric power and of technical proficiency in in­
dustry, agriculture, ,transportation, is the sine_ qua non of the 
Soviet socialist system, of its capacity to make socialism acceptable 
to the Russian people, of defending the country against enemy attacks 
from without, and of preparing the ground for the future communist 
society. . 

The problems which arose on the eve of the war, were partly techni­
cal and partly social. They were concerned with the pace and char­
acter of the further industrialization of the country, the development 
of collectivized agriculture, the rebuilding of cities, changes in the 
methods and machinery of planning, and the means of ra'ising the 
living standards of the people. 
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a. EXTENT AND CHARACTER OF INDUST.R.IALIZA TION 

The 18th Conference of the Communist Party set as the goal of the 
Soviet Union for the next fifteen years surpassing the .. most advanced 
capitalist countries" in the per capita output of basic producer and 
consumer goods. Such a goal was justified by the Party on the basis 
of the experience of the three Five-Year Plans and on the assumption 
that the industrial progress of the Soviet Union could be continued 
at the high rates achieved between 1928 and 1940. 

Allowing for the limitations of statistical data, it is no longer 
questioned, even by the most critical students of Soviet economics, 

,-that the Soviet Union made enormous strides between 1928 and 1940 
in building up a large and powerful industry. Old industries were ex­
panded and modernized, and many new industries such as electrical 
equipment, machinery, precision machine _tools, automobiles, and 
chemicals were introduced and developed on a large scale. Thousands 
of large and well-equipped plants, mines and power plants were 
opened up in different parts of the country. During the period of the 
First Five-Year Plan (1928-1932), 1,500new industrial establishments 
were put into operation with an aggregate fixed capital of 15,7 bil­
lion roubles. In the period of the Second Five-Year Plan (1932-1938), 
2,100 new plants valued a~ about 60 billion roubles were begun. The 
Third Five-Year Plan (1938-1940), saw some 2,900 new establish­
ments capitalized at over 90 billion roubles started. The total 
fixed capital of Soviet industry increased from 10.5 billion roubles in 
1928 to over 75 billion roubles in 1937.10 The number of workers in 
industry increased from some 12 million in 1929 to 26 million in 1937 
and to over 30 million in 1940, or over 30 per cent of all gainfully 
employed.11 · . 

As a result of this growth, Russia has today .. huge mines, plants 
and factories with the latest equipment. It has created its own ma­
chine and tool making industry, has developed or newly created the 
most important branches of industry ... Industries which never 
existed before in Russia have sprung up and taken root, such as the 
production of steel alloys, electric machinery and apparatus, manu­
facture of motors, automobiles, machine tools, aniline dyes, artificial 
silk, heavy chemicals ... Year by year Russia learned to make more 

I 

10. Soviet Russia is a country of large-scale production. Of the 574,000 industrial enter­
prises on January 1, 1936, over 61,000 were large-scale enterprises. Ia 1935, the large plants 
employins. over 1,000 workers each employed 50.4 per cent of all the workers, used 68.R 
per cent oi all the horsepower, and accounted for 56.8 per cent of the total output. 

11. Yugow, •1· til., pp.17-19, 20, 32,160. 
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and more complex machinery and during the past few years her de­
pendence on foreign importations has been greatly reduced .. · .. In 
the last few years, Russia has almost ceased to import non-ferrous 
metals, has greatly reduced the importation of rubber, having estab­
lished the manufacture of synthetic rubber and greatly expanded the 
planting of rubber-bearing plants; and has completely stopped the· 
importation of cotton, having greatly increased the planting of cot..:' 
ton within her own boundaries. " 12 

The Soviet program of accelerated industrialization has laid special 
stress on the development of producers' goods .and heavy industries. 
Between 1928 and 1940, the output of these industries increased four­
teenfold, while the production of consumers· goods 4uring the same 
period increased 4.3 times. In 1928, producers' goods formed 32.8 · 
per cent of total industrial output, and consumers' goods 67.2 per 
cent. In 1940, the ratio was reversed: producers' goods formed 61 
per cent of total output, and consumers' goods 39 per cent. The 'rate 
of growth of heavy industries in Russia during thes_e years exceeded 
that of the United States, Germany, Great Britain, Japan and other 
countries even in the periods of their greatest industrial progress.u 

The government carried out this program of industrial development 
by putting to use its large natural resources and labor supply, and 
by applying a larger share of the national income .for purposes of 
long-term investment than had ever been attempted in any. other 
country in times of peace. In 1932, long-term investments absorbed 
26.9 per cent of the national income, and in 1937 about 26.5 per cent. I' 
More than two thirds of this investment during 1933-1937 continued 

\ 

to be devoted to the capital goods industries. 15 The Soviet government 
was able to maintain such a high rate of investment owing to its com­
plete control over resources, labor and capital accumulation, and to 
its planned direction of all the economic activities of .the country. 

12. lbiJ., pp. 33-34. A fe~ figures o~ the output of some of the most important indus­
tries are illustrative of the progress made. Thus, oetween 1928 and 1940 the output of coal 
increased from 35.5 million tons to 164 million tons. The output of electric power from 5 
billion kwh to 40 billion; the 12roduction ofJ,i

1
TI iron from 3.3 million to about 15 million tons; 

the output of steel from 4.3 million to 18.4 · ·on tons; the manufacture of automobiles from 
700 to 211,000 (in 1938); the ouq~ut of coppe~ f_rom 35,5~ tons in 192~ t.o 166,000 
tons in 1940; the output of cotton textiles from 2.8 b1llion meters 1n 1928 to 3.5 b1ll1on meters 
in 1938; of footwear from 24.6 million pair in 1928 to 213 million pair in 1938. See Yugow, 
op. cit., p. 16; also, Statistical Year-Book of the League of Nations, 194(}-1941., · 

13. Ibid., pp. 16-17. . 
14. In the United States investment during 1922-1932 averaged 9 per cent of the nauonal 

income. . 
15. See Maurice Dobb, Soviet Economy and the War, Lo~don, 1942? {!· 23. Dunng ~9~9-

1940, total investments in the reconditioning of plant and 1n new building was 152.6 bilhon 
roubles. 
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Soviet leaders take pride in pointing out that in less than fifteen 
years Russia became one of the leading industrial countries of the world. 
In 1939, it held fourth place in the output of coal, second in the produc­
tion of iron ore, third in the production of pig iron and ferroalloys, 
third in the output of steel, second in copper smelting and it is among 
the largest producers of aluminum, electric power and machinery .1• 
They are aware, however, that in proportion to its population, Russia 
is s.till far behind the leading industrial nations of the world in the 
output of both producers' and consumers' goods. In submitting the 
Third Five-Year Plan to the Communist Congress in 1939, Molotov 
said: .. We are greatly behind in per capita production of electricity, 
pig iron~ cement, steel, coal. .. The U.S.S.R. is greatly behind in 
per capita production even of such products as cotton and woolen 
fabrics~ footwear, sugar, paper, soap, ctc." 17 1n 1937, the Soviet Union 
produced per head of population only 215 kwh of electric power as 
·against 1~160 kwh in the United States; about 105 kilograms of steel 
against 397 in the United States; only 16 square meters of cotton cloth 
against 58 in the United States; and only one pair of footwear against 
2.6 pair in the United States. 18 

I. This then is the road which the Soviet Unio~ has to travel to .. over­
take and surpass·· the United States. To attain the goal set by the 
Comm~st Conference in February 1941, it would have to increase 
its output of electric power about five times, of pig iron and steel 
over three times, of coal fivefold, of cotton cloth three and a half 
times, and of footwear two and a half times, assuming that the popu­
lation of the USSR remains the same. But as the population was 
increasing at the rate of over a million a year in the decade before 
1939, the task giyen the Soviet government by the Communist 
Conference of 1941 is of still greater magnitude. 

b. PR.ODUCIIVITY AND Q.UALITY OP OUTPUT 

The industrial goals of the Soviet Union call for an increase in labor 
productivity and for an improvement in 'the quality of the output. 
The rapid pace of Russian industrialization has meant that large num­
bers of workers had to be recruited for the new factories from the 

16. In 1937, the output of coal was 451 million tons in the United States, 244 million in the 
United Kingdom, 184 million in Germany a9d 122 million in the USSR in round figures; the 
output of steel in 1937 was 51 million metric tons in the United States, 19 million in Germany 
and17 million in the USSR. For these and other figures of output of principal commodities, 
see Stmislic11l Ye~Bool of 1h1 Le11gu1 of N11tions, 1940-1941, pp. 134-145. 

17. Quoted by Yugow, op. cit., p. 35. 
18. i!JiJ., p. 36. 
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peasantry, from the ranks of unskilled laborers, an'd from among 
women 19 unfamiliar with machines and with industrial processes. 
Also, large numbers of young people had to be trained hurriedly as 
mechanics, foremen, engineers and superintendents. The price for 
this rapid tempo has been paid in the waste of materials, spoita.ge, 
poor work, inefficient plant management, and personnel difficulties .. 

Each Five-Year Plan has aimed at increasing production ~nd quality 
of work. The Third Five-Year Plan called for an increase in labor 
productivity of 65 per cent. Such a large increase was to be achieved 
partly by further mechanization and better organization of work, 
and partly by stimulating the workers to greater individual and 
group efficiency. The incentives which Soviet industry offers the 
workers include various systems of piece rates and bonuses, special 
food rations, priorities in housing and clothing, ''socialist com­
petition" and ''Stakhanovism." 20 The most important arepiecework 
and the opportunities for larger earnings due to higher efficiency. 21 · 

C. PROBLEMS OF THE COLLECTIVE FARMS 

Despite industrialization, agriculture remains of basic importance 
in the Soviet Union. Over half of the ga:infully occupied pop­
ulation is engaged in agricultural pursuits. Sqviet agriculture sup­
plies most of the food for the urban population and raw materials 
for Soviet industry. . .' . · · 

As a result of the rapid and forcible collectivization of agriculture 
carried out driring 193G-1933, private OWnership of land and in­
dividualist peasant farming in the Soviet Union have been reduced to 
insignificance. There are still about 1.3 million individual peasant 
farmers in the Soviet Union, but their holdings and output are very 
small. 

Of far greater importance are the state farms (sovkho~) of which 
there were some 4,000 in 1939 .. These are large-scale farms owned and 
operated by the state with hired managers and workers. They are 

19. The total number of women wage earners and salaried employees increased from3,300,-
000 in 1929 to about 9,350,000 in 1937. In November 1939, women formed 43.4 per cent 
of all manual workers in large-scale industries. 

20. "The idea of socialist competition is that the more advanced workshops or plants 
should assist the more backward by friendly rivalry, example and act';'al hdP., to catch up so 
that a general advance is secured. Contrac_ts .are entered tpto b~ v~no~s umt_s to reach_ <;er­
tain targets of productive efficiency by restncttng absenteetsm, dimmaong waste and ratsmg. 
technical stancfards." See "Soviet Planning in War-Time," loc. cit. Stakhanovism attempt'V 
to raise output by a more rational subdivision of labor and by setting standards based on t~e 
performance of the best workers. · . . • i' 

21. It was estimated that in 1937 about three fourths of the work done tn mdustry was on 
a piece work basis. 
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highly mechanized and well equipped with machinery, selected seeds 
and fertilizers, and special livestock breeds. The government has in­
vested large sums of money in their equipment, in living quarters for 
the workers, and in educational and recreational facilities. 

The state farms supply considerable amounts of grain, meat, lard, 
dairy products, wool, and vegetables to the government. They are the 
chief source of supply of raw materials for industry. They act also as 
agricultural experiment stations and as training centers for agricul­
tural specialists. Nevertheless, they form but a small part of the 
agricultural industry of the country. Their total holdings are some 
68 million hectares of which about 12.4 million are under cultivation. 
They gave employment to about 1.5 million persons in 1938. While 

1 
their output and productivity have been increasing, they are far from 
being well-managed and profitable enterprises. 22 

The backbone of Soviet agriculture is the collective farms (kolkho'i) 
which determine the new social structure of the Soviet village. A 
kolkhoz is a sort of producers" co-operative association of peasants 
usually liVirigln .. the samc-village:-"Tlieroliective firms vary'' iii-size 
(containing from a dozen to several hundred peasant families) and 
in the amount of land which they use and cultivate. The members of 
a farm own collectively the farm buildings, machines, working ani­
mals and all other forms of farm capital. They work the land in com-

/mon, but share the results of their work in accordance with the 
amount and grade of work done individually. The unit of computation 
is the ··working day·• which is a norm of production based on the 
quality and character of w9rk done, e.g., ploughing so many acres 
or threshing so many bushels of grain .. A peasant may do two or three 
··working days" in a day on some work or may take two or three 
days to finish a • ·working day" • as computed by the regulations. The 
affairs of a collective farm are managed by the general assembly of 
members and by an elected council and officials. 23 

In 1939, the; millions of Soviet peasants were organized in some 
242,000 collective farms. About 290 million acres of arable land and 
over 99 per cent of all land under cultivation were in these kolkhoz. 

A peasant member of a collective farm is permitted to have a garden 
or allotment of between half an acre and two acres for his own use and 

22. Yugow, •P· 'it., pp. 57-62. . 
23. Sec Lewis L Lorwin and A. Abramson, ''The Present Phase of Economic and Social 

Dcveior.ment in the USSR," International Labour Review, January 1936, pp. 7-10; also Lazar 
Volin, 'The New Agrarian Order in Nazi-Invaded Russia," Foreign Auiculture, U.S. Depart• 
mcnt of Agriculture, April1943. 
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private cultivation. He is also allowed to retain in his· own possession · 
and for his own use a certain number of dairy cattle, sheep and goats, 
pigs and fowl. 

The net produce of a kolkhoz ig determined after certain obligator}r 
payments are made. In the :fi.rS't-tplace, each kolkhoz has to pay a cer­
tain share of its crop to the local machine tractor station which does 
the ploughing and harvesting for the farm. 24 This share may be as 
high as 20 per cent of the crop. Sec~ly, the kolkhoz is under obliga­
tion to deliver each year to the government a specified quota of its 
produce at fixed prices. The quota is fixed by the government in ad-. 
vance on the basis of the area cultivated, estimated fertility of the 
soil and probable yields. The government prices are low, much below 
the level of prices in the market. The obligatory deliveries in kind at: 
low pri~es are in the nature of a tax on the produce of the farms. 
Thirgly, the kolkhoz have to assign part of their crop to the Sowing 
Fund and to the Social Fund (for invalids and children's nurseries). 
\ The remainder is the net produce which is distributed to members 
or the kolkhoz in proportion to their .. working days." A kolkhoz 
may sell part of this net produce .to various government buying 
agencies at higher prices than those fixed for obligatory deliveries, or 
to co-operatives or in the "free" market. It distributes its net produce 
among its members partly in kind and partly in cash. . 

The income of the individual peasant consists of earnings from his 
work on the collective farm and of what he obtains from selling the 
produce of his own garden and animals. A peasant may sell his surplus 
grain, milk or vegetables in the special "kolkhoz" market in the 
neighboring town or to co-operatives at free market prices. 

From the point of view of the government, the system of collec­
tivized farming has several advantages. It provides a fairly simple way: 
of collecting the foodstuffs and raw materials needed by the urban 
population and by industry.n It gives the government control over 
agriculture through the machine tractor stations. It is said to make. 
for greater stability of output and yield per acre and increases the 
capacity of agriculture to feed the Soviet population. Mechanization 

24. A ma.chin.s,tra.ctor _stauon is a gover.nment agency.which own~ and OP.erates p~ows~ 
tractors combines threshers and other agncultural machinery. It hires out lts machinery 
and emf,Ioyees to ~he kolkhoz for a fee. There were .in the US~R, 6,480 mac.hi.ne tractor 
stations in 1939. They had about 484,000 tractors 1n ~941 wah over 9 m1llion horse­
power and 125,000 combines in 1939. In 1938, they culovated over 91 per cent of all the 
land in collective farms. ' · . . 

25. The kolkhoz supply 86 per cent of the market demand for grato, while the sovkhoz 
supply 12.5 per cent. Yugow, op. cil .• p. 53. 
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reduces the demand for agricultural workers, and thus increases the 
supply of labor for manufacturing industries. It enables the govern­
ment to calculate more accurately the agricultural supplies on which 
the general economic plans of the country must be based. Last, but by 
far not least, it eliminates the individual peasant proprietor whom 
the Soviet government regards as a threat to its entire social and 
economic program. 

The Soviet government faces problems regarding the kolkhqz be­
cause of conflict between government programs and the self-interest 
of the individual peasant. The collective farm offers 'the peasant 
only indirect incentives to bring more land under cultivation, to in­
crease the number of his ··working days'" or to work more effectively. 
There is a tendency on the part of collectivized peasants to do the 
minimum number of ··working days'" required by statute (eighty a 
year) and to devote more time to their individual plots of land, whose 
produce they can sell freely and at higher prices, or to other paid 
work. The result is a slackening of agricultural progress both with 
regard to area under cultivation, efficiency of work, yield per acre 
(which is low in Russia) and quality of produce. Considerable friction 
arises within the collective farms with regard to methods of comput­
ing .. working days," dividing the net output, usc of funds, and 
methods of management. There is jealousy between the more pros· 
perous and the poorer kolkhoz. 

_,. Spokesmen of the Soviet government affirm that the collectiviza­
tion of agriculture, costly and painful as its introduction may have 

~
een, has fully justified itself. They point, as proof of this, to the in­
rease in acreage under cultivation before 1939, to the larger total 

. r~ps, to the rise in yields per acre, to the improvement in the live­
~ ~ock situation, and to the increase in the total income of the collec· 
\uve farms. In 1940 the government issued a decree changing the 
method of assessing obligatory deliveries according to the number 
of acres in each collective farm, and allowing additional payments 
for increased yields of agricultural and livestock produce. This was 
intended to give the kolkhoz a greater interest in increasing productiv­
ity and output. This step is cited as an illustration of the possibility 
of reconciling the interests of the government and of the peasants. 21 

The program of the Soviet government and of the Communist Party 
is to ··consolidate" further the system of collective farming and to use 

26. Economi& Conditions intht U.S.S.R.. in 1940, International Reference Service, U. S. De­
partment of Commerce, May 1941. 
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it as an instrument of further agricnltnral development.U It planS to 
help the kolkhoz to become more mechanized and better eqliipped,t~ 
to use more fertilizers and better farming methods, and to make farm 
labor more remunerative. The growth and importance of agricnltnre 
depend in large measure on the success of the government program 
for greater industrialization, higher productivity and lower prices 
of manufactured goods. • 

d. THB NATIONAL BUDGET AND LIVING ST.ANDABDS 

National defense and the improvement of standards of living are; 
posited in the new Constitution of the USSR adopted in 1936 as the· 
guiding purposes of the national economy.'' 

In contrast to other industrial coimtries, the Soviet Union is not 
concerned with ••full employment:• There has .been no unemploy-· 
ment in the USSR since the adoption of the First Five-Year Plan. In 
fact, during the five years before the present war Soviet industry was 
fared with increasingly serious labor shortages. Soviet econo~ts 
assume that there can be no unemployment in a Socialist economy 
since steadily rising standards of living will cause demand to outrUn 
supply. In 1930, the Soviet government repealed the legislation pro-' 
viding for unemployment insurance. Instead of promising the ''right 
to work;· which has been a traditional socialist principle, the Soviet 
Constitution makes work the duty of every able-bodied citizen. 11 

Most students of Soviet economic and sQCiallife agree that a steady·, 
though slow improvement in the material conditions of living of the . 
Soviet Union took place after 1933. There was an increase in the per 
capita consumption of bread, meat, milk, and other foods~s; a 
slight improvement in the consumption of manufactured goods, and 
in housing. 11 The greatest advance was made in the provision of 
educational, cultural and recreational facilities. 

Despite these improvements, it is also an undeniable fact that living 
27. The U. S. S. R. Spuls fwllseiJ. London, 1941. pp. 7-12. 
28. The government has invested considerable sums of money since 1932 in improving the 

upiul equipment of the collective farms, in ttaehing the peuanu methods of aop ror.atioa. 
giving them better seeds, and in other improvements. 

29. Article 11, Ch2pter I of the Constitution reads as follows: ""The economic life of the 
U.S.S.R. is determinea and directed by a state plan of natioD21 economy in the interests of 
inaeasing the public wealth. of ste:uJily r~g the material and cultural sun~d of ~ .. 
worldng people, and of sttengthcru.ng the rodependence of the U.S.S.IL and lts upaaty 
for defense." ~or a translation of the Constitution, see Sidney and Beatrice Webb. The Tt111h 
Ah11111 Sniet Lssid, 1942. pp. 86-122. 

30. Article 12 CJu~lof theConstitutionof1936reads: .. Workinthe U.S.S.Jl.isaduty 
and a matter of honor for every able-bodied citizen, on the principle: He who does not work 
~hall not eat.•• 

31. See Yogow. •I· ~it .. pp. 198-219; also Lorwin and Abramson, •I· ~it. 
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standards in the Soviet Union are low compared with other countries 
of Europe and with America. This applies to industrial workers in 
the cities12 as well as to peasants on collective farms. aa 

Further improvement in Soviet living standards depends in part 
on the Wflge policies of the government. Under the five-year plans, 
an annual wage-fund is set aside for each industry as a whole and 
for the individual enterprises in the industry. This wage-fund deter: 
mines how much the industry and each plant will pay out in wages 
and salaries during the year. Within each plant and within the in­
dustry as a whole, the wage rates of particular groups of workers 
are fixed by collective agreements, and total earnings arc determined 
by wage rates, bonuses, and overtime payments. An increase in the 
total wage fund and in wage rates would give the workers higher 
money incomes. u 

Higher money wages, however, may result not in more real wages 
but in inflation. The living standards of the workers depend on the 
policies of the government which determine the relation of money 
incomes to the supply of consumers' goods. These policies, like the 
amount of the wage fund, are laid down in the annual and five-year 
plans which allocate the amounts of raw materials and labor for dif­
ferent industries and fix the total amount of goods each industry is to 
produce, and the prices at which the goods are to be sold. The budget 
in die USSR is of decisive importance, as it centralizes in the hands of 
the government the financial means whereby part of the net annual 
income is distributed among the people for their use while part is 
retained for capital accumulation. 

32. ••In 1938 the Soviet workman was not only more poorly fed than the French or Ger· 
man workman, but more poorly even than the Bulganan. Compared with the Swedish 
workman, the Soviet worker, though he ate much more bread, had one-third the meat, two­
fifths the fats, one-third the milk, one-tenth the sugar, and one-fifth the eg~s, not to speak 
of vegetables, fruit, and so on. Naturally, the engineer who drew a salary 8 umes·as high ate 
much better. But ••• the less skilled workman, with wages half those of the skilled worker, 
was much more poorly nourished.'' Yugow, op. cil., p. 212. 

33. The Soviet village .. has undoubtedly advanced toward greater material and cultural 
well-being, but it is only taking its first steps. Its standard of living is still rather low. Its 
food, its housing, its supply of clothing are all better than they were before the Revolution, 
and growing year by year, but a comparison with conditions typical not only of American 
or Danish farmers, but even among the peasants of Latvia or Finland, would show how long 
a road they must still travel to reach a state of well-ordered, civilized life." Yugow, op. 
tit., p. 218. . 
· 34. The wa$e fund was 32.7 billion roubles in 1932; 82.2 billion roubles in 1937, and 123.7 
billion roubles 1n 1940. The average annual wa$e for the entire country was 1,427 roubles in 
1932; 3,093 roubles in 1937; and 4,020 roubles 1n 1940. In the determination of the total 
wage fund, the governmenc consults the trade unions which take part in the discussion of 
the five-year plans. The collective agreements fixing wage rates are made between the 
unions and the management, usuall1 on an industry-wide basis. The majority of Soviet 
workers arc organized in 160 industnal unions. 



THE UNION OP SOVIET SOCIALIST REPUBLICS 285 

Reference to the operations of a prewar year, say 1938, may clarify 
the subject. In that year, total government receipts amounted to 
127.5 billion roubles. Over 80 billion roubles, or over 63 per cent, was 
obtained from the turnover tax. This is an indirect tax which is 
levied on most articles produced by state industries through a. ··mark 
up'" in the final prices of the taxable commodities. The government 
determines the prices of the commodities by computing the costs of 
production, then the profit of the producing or trading organization, 
then any excise taxes which may be due, and finally a ""markup"" 
which goes to the government treasury. This tax is fixed at a certain 
percentage of the total turnover of the operating firm, and is imposed 
only once, either on the producing or on the wholesale selling organ­
ization. 15 The tax ranges from 1 to 20 per cent of the turnover, and is 
paid by all operating firms whether they are working at a profit or at 
a loss.11 

The other main receipt item of the national budget, namely the 
profits tax, yielded to the government in 1938 some 10.6 billion rou­
bles, or 8.3 per cent of total receipts. The profits tax is collected by 
the government only from operating and selling organizations which 
are making a profit. The most profitable industries in the USSR have 
been railway transportation, municipal enterprises, and the ··light 
industries'." producing consumption goods, e.g.," textiles. . 

The turnover and the profit taxes together produced about 72 per 
cent of the receipts of the national budget in-1938. The rema~der was 
obtained from the social insurance tax, from direct and indirect taxes 
on individuals, and from public loans. The social insuranCe tax is 
paid by all industrial and trading firms in proportion to the number 
of their employees and wages paid; it provides the funds which _the 
government uses to pay disability, old-age, maternity, and other 
benefits and for medical and other social services. In 1938, the_social 
insurance tax amounted to 3. 7 billion roubles or about 3 per cent of 
total receipts. . , 

Receipts in 1938 from taxes on individuals were 5 billion roubles 
or 4 per cent of the total. The important direct taxes on individuals 
are the income tax which is paid largely by the urban population, 
and the agricultural tax which is paid either by the collective farm 
on its profits or by individual peasants. · 

35. Agricultural products of the peasants sold in the free ~ket ace ~ot subject to th~ ~x. . 
36. The Soviet turnover tax thus differs from sales taxes m the Umte~ S~tcs.. It 1s _un- · 

~din advance on the final price of an article; it is not,added to the retail pnce at the nme 
~sale. . 
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Public loans in 1938 produced 5.1 billion dollars or 4 per cent of 
total receipts. The Soviet government issues internal interest-bearing 
bonds in which the savings of the population are invested. n 

The national budget expenditures in 1938 amounted to 124 billion 
roubles. Of this total, 51.7 billion roubles, or 41.7 per cent, was 
devoted to the national economy. The largest part of this item went 
for new machinery and other capital outlays. 11 Over 35 billion roubles 
were spent for cultural purposes, which include education, health, 
and the social services. Over 23 billion roubles, or 18.7 per cent went 
for national defense. Service on the public debt cost 2 billion roubles. 

Analysis of these financial operations shows that the real purchas­
ing power of the workers could be increased and standards of living 
improved in one of several way~. The government might decrease 
the rate of the turnover tax and thus reduce prices. It might appro­
priate a larger proportion of its budget for the devc:lopment of the 
consumers· goods industries and thus increase the output of consum­
able goods. It could spend a smaller proportion of the budget on 
national defense and use the money fot industrial and cultural pur­
poses. As far as the peasants are concerned, it could pay them a higher 
price Jor obligatory deliveries of grain and sell them manufactured 
goods at lower prices. 

Such government measures for the improvement of living conditions 
depend, in their turn, on other more basic factors. A lowering of turn­
over taxes and prices hinges on increased labor productivity and lower 
costs of production. A larger output of consumable goods implies a 
slowing· up of the pace of industrialization. To some extent, it also 
depends on the capacity of the Soviet Union to sell its export goods at 
more fa.vorable prices and to obtain foreign credit for economic de­
vc:lopment. A reduction in defense expenditures implies an inter­
national situation which would promise reasonable national security. 

For a few years after 1933, the Soviet government took some steps 
to raise living standards through such budgetary policies. The total 
wage fund was increased and wage rates were raised. Efforts were 
made to stimulate labor productivity.La.rge sums were invested in 
training technical staffs for industry and agriculture. Special attempts 

37. The total outstanding internal public debt of the Soviet government in 1941 was 46.9 
billion roubles. Sec Yugow, •P· cit., p. 135. The Soviet government has practically no ex­
ternal public debt. 

38. Of the 51.7 billion roubles, some 20 billion were spent for industry, over 11 billion 
roubles for agriculture, and 7 billion roubles for transportation and communications. 



THE UNION OF SOVIET SOCIALIST REPUBLICS · 28 7 

were made to expand. the production of consumers' goods and to 
stimulate regional and local consumer goods industries. . · 

However, all efforts to improve living conditions were subordi­
nated, especially after 1937, to the program of industrialization and. 
to national defense~ In 1938, over 22 per cent of the national budget 
expenditures were for national defense as against less th~n 9per cent 
in 1933. In 1940, national defense accounted for 32.4 per cent of total 
expenditures. Increased sums were also allotted to the heavy industries 
for armaments. ' 

The economic system of the Soviet Union, it is clear, has not done 
away with inequalities in t~e distril:>ution of income or in living 
standards. The empha&is in the USSR has been not so much on more 
equal distribution as on more goods for all. _The road to plenty was 
declared to lie in greater individual output, better organization and 
management; a more balanced development of producers' and consum­
ers' industries, lower taxes and lower prices. 89 

2. EFFECTS OF THE WAR 

At its meeting in February 1941, the Communist Conference ap­
proved plans for the year 1942 which were to enlarge total production, 
increase the output of individual industries and improve living con­
ditions. 40 The year 1942 was the last year of the Third Five-Year 
Plan and Soviet leaders hoped that the task mapped out would be 
largely fulfilled. _ , 

The Nazi invasion of Russia on June 22, 1941, not orily·shattered 
the 1942 plan, but destroyed a large part of what the Russians had 
built up with so much pain and at the cost of great privations since 
1928. It is impossible at present to assess the destruction by·the Ger­
mans in the occupied areas of Ruisia. It is certain that much more 
havoc will have been wrought in these areas before they are freed 
from the Nazi armies. · 

The costs of the war to the USSR will be great not only in terms 
of f~ctories and buildings destroyed, of ruine~ towns . an~d vil-

39. Thus, the paradox that the crite~ia of ec~nomic.policy so dear to. the disciples of. the 
classical economists and to the protagorusts of laJssez fa1re should be parocularly emphas1zed 
in the Soviet economy. . . 

40. According to the l'lan for 1942, total gross producoon of 1ndustry was to amount. to 
180 billion roubles of which 112 billion were for investment goods and 68 for consumptlon 
goods; the outP.ut of coal was to be increas~d to 243 million tons; 2,340 locomotives were to ?e 
built; 4,900 million meters of cotton textiles were to be produced, etc. See Dobb, op. c11., 
p. 28. 
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lages, of depleted agricultural crops and loss of livestock. The loss of 
human life not only on the battle fronts but as a result of enemy 
action, forced evacuations and lack of food and shelter is enormous. 
At the end of the war, a large part of the gains of more than a decade 
of hard work will have been wiped out. In the European part of 
Russia, at least, the situation may be comparable to that of 1922-1923 
when Russia, as a result of war and revolution, was at the lowest 
depths of economic exhaustion. 

The accelerated economic growth of the Asiatic regions of the 
Soviet Union has compensated to some extent for the destruction in 
European Russia. The Soviet government, even before 1939, adopted 
the policy of developing the resources of these regions and of building 
up their industries on a decentralized basis. The Soviet Union was, 
in fact, developing a series of industrial regions which had a large 
degree of self-sufficiency in resources and which could be used as sup­
ply bases for the national economy in war or peace. These regions, 
including the Ural district, the Kuznetsk district in Western Siberia, 
the Kazakh SoCialist Soviet Republic in Central Asia, and the Far 
East, have expanded their industrial activities and capacityu since 
1939. 

The war has caused a serious deterioration of Soviet living stand­
ards. The output of consumers' goods industries has been greatly 
reduced. Agricultural output, especially of foodstuffs, has suffered 
from labor shortages and lack of tractors and other machinery. As 
constiuction has been devoted to war needs, housing and municipal 
improvements have had to suffer. Hours of labor have been length­
ened, shop discipline made more severe, and the social services less 
effective. · 

On the other hand, the Soviet government has made strenuous ef­
forts to increase efficiency in the factories, to train new technical staff, 
and to enlist science in the development of resources. Boys and girls 
between the ages of fifteen and eighteen, have been forcibly drawn into 
industry and agriculture for short periods of training and work. 
Thousands of students in the technical schools and universities have 
been given accelerated courses and graduated so as to enter industry. 

41. For details, sec E. S. Bates, So11iet Asia, London, 1943; Raymond A. Davies and Andrew 
J. Steiger, So11iet Asia, New York:, 1942; William Mandel, Tht Soviet F• East, International 
Secretariat of the Institute of Pacific Relations, New York:, October 1942; also a series of 
articles by E. C. Ropes, "'The Chief Industrial Areas of the U.S.S.R.," in F,.eign Commerr:1 
Wukly, U. S. Department of Commerce, July 26, October 4, 1942, and "Commercial History 
and Review of 1942,'" Th1 E&onomist, London, March 13, and May 8, 1943. 
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Many technical processes have been rationalized so as to make pos­
sible the employment of unskilled workers, women and young 
people. . 

The economic and s?cial structure has not been affected by the war 
in any of its essential features. The changes which have taken place 
affect chiefly administrative procedures. War conditions and re­
gional development have decentralized some of the processes of plan­
ning and economic management. The handicraft trades and producers' 
co-operatives have had a chance to become more important sources 
of supply. Collective farmers have been stimulated to increase output 
by some concessions with regard to prices and sales in the "'free" 
(kolkhoz) market.a 

In brief, the effects of the war have so far been not to change' the 
institutions or methods of the Soviet Union, but to aggravate the 
difficulties of reconstruction after the war. But even assuming that 
the situation at the end of the war in some parts of Russia may be as 
bad as it was in 1921-1923, there·will be this difference:.the Soviet 
government and industrial leaders have technical facilities, economic­
mechanisms and administrative experience which they did not possess 
in 1921-1922. 

3. METHODS oF PosTWAR REcoNsT.RUCTION 

Restoration of the economic life of the Sqviet Union at the end of 
the war will begin with a problem of demobilization and immediate 
relief. Millions of soldiers will return to the villages and .~.ities 3:nd, 
will need places in agriculture and industry. Industry, which 
has concentrated in such large measure on the making of armaments, 
will have to reconvert to produce civilian goods. Stocks of food for 
the people and of raw materials for industry will have to be replen-· 
ished. 

This problem, though complex, may be eased by sev~ral factors. 
Russian industries were established with a view to their militariza­
t~on at some time or other. Their demilitarization may, for that 
teas on, be somewhat easier. The industrial expansion of Asiatic 
Russia may help. The population which moved eastward .during 
the war may be kept there, at least for some time, 48 and industries in 
the Asiatic regions may develop further with local resources and 

42. "Soviet Planning in War-Time," loc. cit. Also, Th1 Economist, July 3, 1943, p. 17. 
43. A decree preventing the return of those evacuated to the eastern areas was promul-

gated in 1942. · 
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labor. The Soviet government may obtain some relief also through 
compensation claims which it proposes to make on Germany as well 
as from rehabilitation programs of the United Nations. 
Reb~ilding the Soviet economy on a long-range basis, especially in 

European Russia involves more difficult tasks. The industries of the 
Ukraine, White Russia, the North Caucasus and parts of Russia proper 
will need repairs, new buildings, and other equipment and machinery. 
Cities and villages in the same areas will urgently demand housing, 
improvements and public utilities. The destroyed working capital in 
agriculture and livestock will have to be replaced. Large numbers of 
·skilled workers and technical staff will be required to put factories, 
mines and transport)nto operation on the scale attained before 1941. 

·The Soviet social-economic structure has three methods for meeting 
these tasks. One is to repeat the industrial procedures and experience 
of the First and Second Five-Year Plans. That would mean try­
ing to rebuild the destruction of the war by diverting as much labor 

. and r~sources as possible to construction and to the capital goods 
industries. It would mean large compulsory collections of foodstuffs 
and materials from the collective farms, high taxation, and privations 
for the consumers. If the Soviet government should at the same time 
have to maintain a large military establishment, the economic strain 
would be far greater than it was after the last war and during 1928-
1932. It could be relieved to some extent only if the output of con­
sumers' and producers' goods in the Urals, Kazakhstan, and Siberia 
were large and rapid enough to supply a substantial surplus for the 
rest of the country. . 

The second method is a modification of the first. Russia might try 
to rebuild het economy with her own resources and yet, with less 
strain on the people, by spreading the process over a longer period of 
time, and by reducing military expenditures to a minimum. This 
method presupposes that Soviet Russia would have adequate as­
surance of security against external danger. 

The third method is to rebuild and develop the Soviet economy 
with the aid of the United Nations, particularly of the United States, 
Great Britain and Canada. The governments of Great Britain and 
Soviet Russia have approved this method in general terms. The-Anglo­
Soviet Agreement of June 11, 1942, in article 6, states that ''the high 
contracting parties agree to render one another all possible economic 
assistance after the war." 44 While it has not been expressly accepted 

44. For text of Agreement, see Bt~lletin •f th1 C11111missifm 111 Stt~Jy th1 OrgtJni~ation of Pt«l, 
July1942, VoL II. No.7, p. 7. ' 
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by the United States, this method is implied in the general principles 
of Lmd-Lase .. to expand trade and employment by appropriate 
int.ernational and domestic measures~·· 

Financial and technical aid to the Soviet Union by Great Britain, 
the United States and other nations raises many questions ~ to the 
form of credit, the means of repayment, and the conditions on "!hich 
goods and services are to be exchanged. These questions alfect brgely 
the lending counuies or involve international arrangements which are.· 
outside the scooe of this studv. 



ClJapterJS 

POSlWAR PATIERNS AND PROBLEMS 

Tax POSTWAR PLANS of the members of the United Nations have 
many elements in common, but differ in some essential features. 
Their aims and purposes are similar. Their differences appear chiefly 
in the social;-econ!Jmic institutions thro1:1gh which the aims are to 
be realized. . ' . . ... -
-Neither the similarities nor the differences of the plans can be 
classified systetpatically, nor can the countries themselves be ar­
ranged in any order based on their postwar plans. However, the 
survey reveals several patterns which are interwoven in different 
ways in the postwar proposils of the different countries. 

1. Tux PATTERN Ol' SoCIAL AIMS 

Practically all the coun'tries aim to improve the economic and social 
condition of the mass of the people. In the advanced industrial coun­
tries, especially in the United States, the British Commonwealth of 
Nations and western Europe, where the memories of 1929-1932 are 
still fresh, emphasis is on ""full employment" and "social security. •• 
The USSR and the industrially less developed countries, e.g., Latin 
Am~ica, India and China stress the idea of "higher living standards"' 
through more production and greater productivity. 1'he __ concrete 
obje~~~!_~S;r_h~-yv~!~!:~-~r~ !J.li~e-an increase in the material goods of 
life, better nutrition, housing, health and education, as a means for 
a larger spiritual and cultural life of all people. Most plans also imply 
that bettering the condition of the people will bring about a greater 
economic and social equality among all groups and classes. 

To attain these social aims, most postwar proposals lean heavily 
on social insurance and expansion of the social services. The proposals 
cover all phases of life, "from the cradle to the grave," as the now 
famous phrase goes. Men, women and children are to be protected 
against all the hazards of work and life, to be assisted in getting an 
education· or a vocation, to be helped in providing themselves with 
better nutrition, decent homes and good health, and to be assured 
of the means of maintaining themselves in old age. The "'Beveridge 
plan'" in England is the prototype of similar proposals in Canada, 
Australia and other countries. It is paralleled by the proposals of the 
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. National Resources Planning Board in the United States and by the 
social legislation of New Zealand. Latin American countries are 
advancing along the same path. China and India accept the principle, 
though their concrete programs on the subject are limited and 
meager. ' . 

Current proposals are only in part a result of the desire for stability 
and security which became keen in most countries after 1929. In 
part, they reflect a growing demand for a basic "social minimum" as 
a "right" of the individual or family in return for productive and 
other services rendered to the community. The .. social minimum" 
is thought of as a sort of "social floor" for the individual and the 
family and at the same time as a claim for a share in the total national 
income. In contrast to such economic or social reforms as the mini­
mum wage or shorter hours of work, social insurance and particularly. 
some of the social servic_es call for free payments to particular groups 
of people from general public funds. They are meant to redistribute 
the national income· in favor of the lo.wer income groups just as 
"parity prices" and "tariff subsidies" presumably do in favor of 
farmers and manufacturers respectively. . 

Most plans make provision for "rebuilding" their respective 
countries, for creating a new and better physical environment for 
social life after the· war. The Scott Report in England and the program 
of the Rural Reconstruction Movement in China, have the same aims·, 
though the variations in methods are great· in view of differences in· 
economic structure. Cities and towns are to be more spacious~ have· 
more public utilities, easier' and better transportation and larger 
facilities for neighborhood and community life. , 

A theme which runs through most plans is that of bettering the 
conditions of economic and social life in villages, especially for rnral 
workers. The urban-rural gap in physical comforts and in social op­
portunities is to be greatly reduced. Agricultur~l workers and small 
farmers are to be included in the various systems of social insurance 
or of th~ social services, and the village is to be given facil,ities for a 
larger and more varied economic and social life. · 

There is strong emphasis in most plans also on the need for widen­
ing the access of the people to education and to a larger cultural life. 
In some countries, e.g., England, this emphasis is based on a feeling 
that differences in educational opportunities are responsible for exist­
ing economic and social inequalities and for the waste of human and 
intellectual resources. In Latin America, in India, and in some other 
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countries, the question is one of doing away with illiteracy and of 
laying the elementary educational foundations of a modem com­
munity. In most countries, there is also the notion that education 
and recreation, like the social services, offer a growing field for the 
use of resources and labor and for employment directed not so much 
to the material needs as to the comforts and amenities of an advancing 
civilization. 

2. PATTERNS o:r EcoNoMic PoLICY 

Most postwar plans not only have similar social aims, but agree 
to a large extent on the economic policies which they propose. In 
general terms, postwar national plans in the different countries stress 
the need to develop national resources, to increase and to diversify 
agricultural production, to expand manufacturing industries, to en­
large the domestic market, and to find export markets for agricultural 
and manufactured goods. 

The plans _vary, however, with regard to the specific methods by 
which these policies are to be carried out, and especially with regard 
to the r~le._ of private and public enterprise in the postwar economy. 
The countries of the United Nations fall into th~ee broad. gro"':ll?J· 
Thct first group includes the. United States, Great Britain, Canada, 

_,......~ . 

Australta, and some countries of western Europe. Most official and 
unofficial plans of these countries assume that private enterprise will 
remain the dominant form of economic activity. Their proposals are 
intended to strengthen private enterprise by imparting to it a larger 
social pu.rpose and by extending to it governmental aid. 

The second group includes some countries in central Europe, a 
numbci""" of Latin American countries and China. The plans of these 
countries assign a large and permanent place to state enterprise and to 
other forms of collective organization, e.g., industrial co-operatives, 
in the tasks of reconstruction and postwar development. These 
countries contemplate nationalization of many basic resources as well 
as a large part of the heavy industries. The tendency in these coun­
tries, some of which are in the early stages of industrialization, is 
towards an economic system which may be described either as .. state 
capitalism" or a ''mixed economy,'· depending on the degree to which 
government ownership and operation will be combined with other 
forms of public and semi-public enterprise. 

The third group consists of the Union of Soviet Socialist Republics 
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with its complete nationalization of economic life and centralized 
planning methods. 

In the case of a number of countries, it is difficult to decide whether! 
they belong in the first or second group: New Zealand might be cited 
as an illustration. But even in such countries as England, government 
and private plans indicate a tendency towards reorganizing some 
industries on the basis of national ownership or of ''industrial sell­
government• • under state control. 

There is almost complete agreement in all plans on one point, 
namely, that the government assume the task of providing employ­
ment, if and when private enterprise fails to do so. For this purpose, 
all plans outline schemes of public works ranging from the usual road 
construction to the building of low-cost houses, schools, hospitals 
and recreational facilities. So far as they advocate such P.ublic works, 
all plans provide for a larger participation of the government ~ 
economic life after the war. 

. 
3. G:a.oUP INTERESTS AND NATIONAL PLANNING 

In most of the United Nations there is a cleavage on essential 
policies between the postwar plans of different economic, social and 
political groups. In some countries, e.g., the United States and Great 
Britain, the differences center around such questions as social security 
and public works; in other countries, e.g., South Mrica and N:ew 
Zealand, the disagreements concern such problems as the degree of 
postwar industrialization and government control. 

The war has stimulated in all countries the growth of the idea of 
economic and social planning. Employers· associations call for more 
·"planning .. in order to provide employment, develop market demand; 
and improve standards of living. In many of the countries, planning 

• committees and agencies have been set up by private groups and by 
the governments. In all cases, -it is proposed to maintain or develop 
these planning agencies after the war. 

Private groups in most countries view the problems of '"national 
planning·· from the angle of their particular group interests. Some 
governments have made efforts to reconcile group differences in a 
common ""national .. program, but not always with satisfactory 
results. . .

1 The problem which faces most of the United Nations is ho~ to 
concentrate the various economic and social groups around a nauonali 
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postwar program. The disagreements loom large when general social 
philosophies and long-range objectives are stressed. The area of dis­
,agreement is narrowed down where more immediate needs and specific 
policies for the postwar period are considered. In most countries, the 
various programs contain elements which form what may be called 
a '"minimum program" on which there is ••majority agreement.'' 
The question is whether such a ··minimum program" offers a basis for 
a policy of ··national concentration" which would make possible a 
smooth transition to peace and gradual readjustments after the war. 

4. NATIONAL PLANS AND INTERNATIONAL POLICY 

The postwar plans of the different members of the United Nations 
are being worked out independently, without regard to their mutual 
relations. This raises the question of their compatibility with the 
international commitments which have already been accepted by the 
United Nations under the Atlantic Charter~ and the Lend-Lease 
Agreements or which may be made in the near future for international 
economic co-operation. 

There is no doubt that most nations, especially the larger and 
stronger ones, can put into effect many of their postwar proposals_ 
without regard to what is done elsewhere. That applies to policies , 
of social security, to changes in land distribution and ownership, to 
town and country planning, and in some measure even to public 
works. But most of the proposals for the development of national 
resources, ·industrialization, and economic expansion can not be 
realized in any one country to any considerable extent without affect­
ing economic and social conditions in other countries. 

From the point of view of international economic relations, the 
proposals of practically all countries of the United Nations to main­
tain their war-created industries and to develop new industries after 
the war are of particular importance. Most, if not all, plans state ex­
plicitly or imply that .. full employment" and higher living standards 
depend, to a large extent, on the capacity of the respective countries 
to reserve as much of the home market as possible for domestic in­
dustries. At the same time, they stress the need of foreign markets. 
Added to this is the idea that a balance must be maintained between 
agriculture and industry even if that should mean an enlargement of 
the domestic output of some agricultural commodities, formerly ob­
tained through imports. 

Many specific measures prop~sed for postwar industrial expansion 
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can not bnt aggravate the international issues raised. These measures 
include, on the national level, large public expenditures for public 
works, subsidized housing and government subsidies to indusqy, 
which affect fiscal and monetary policies. On the foreign policy level, 
the measures proposed in many countries include protective tariffs, 
exchange controls, export subsidies, import control, and government 
supervision or direction of foreign trade. 

The question is whether these national policies and methods can 
be woven into a system of international economic co-operation, and, 
if so, how . .l\hny plans assume that national policies must be devised 
first and that they may be reconciled afterwards with measures fol\ 
international collaboration. In other words, international economic" 
policy is to be adjusted to national plans, and not vice versa. · 

On the other hand, many members of the United Nations realize 
that the success of their national economic plans depends on the 
financial and technical aid of the industrially and financially stronger 
countries. The problem, as they see it, is to obtain such aid without 
having to give up their programs of national development .. 

The terms of the problem are affected in large measure by what may 
be called the postwar economic outlook. The sponsors of most plans 
are in the throes of an economic. dualism. They _see an opening ahead 
for a new upsurge of industrial energy aqd of economic gro-wth. But 
this outlook is darkened by the lingering memories of the aftermath 
of the First World War and the great depression. Most wstwar plans 
seek to resolve this dualism by recourse to more national control and 
self-direction. On the other hand, a few governments and som~ em­
ployers" groups, would release the future by reviving the past. 
They seek a way out of their dualism by proposing to remove both 
national and international controls in order to allow free play to 
individual and group interests. 

Another way out of this economic dualism is suggested by some 
of the plans, e.g., those of Latin America. It "is to make the fn1fill­
ment of the national aims and purposes of some countries the specific 
tasks of international organizations set up for the purpose. The 
program for the postwar development of ~hina is based on such an 
assumption. If this method could be adopted, it would necessitate 
building up a new international framework: which would adjust 
the aims and policies of different groups 'and nations. 

The national plans of the United Nations point clearly to a post­
war world in which social aims are to be the chief guide to economic 
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policy. Those who have drawn up these plans evidently look forward 
to an industrial expansion which will derive its driving power from 
the conscious effort to give every man, woman and child a better 
place in the w<?rld. They place their hope of nat~onal fulfillment in 
the willingness of all groups within each nation to adjust their differ- -
cnces ~ a common program of .. national concentration." They seek 
a surer method of national balanced development in the co-operative 
planning of public and private agencies. The chief limitations of cur­
rent postwar plans are the conflicting clements in the proposals of 
the different. countries and their lack of co-ordination with plans for 
international economic and social organization. The capacity of the 

·United Nations to reconcile these conflicts in their domestic postwar 
plans will determine the degree of their success in building a better 
postwar world for all. 

' ' 
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