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NATIONAL INCOWE AND EXPUNDITURE AFTER THE WAR

I propose the following amendments to this paper in the light
of the criticisms which have reached me:-
I. For paragraph 2 (1) substitute the following:,v

(1) «1,000,060 men in H.M. Forces. Each 250,000 sbove or

below this figure would make a difference of about £m50, apart
from munitions, to the expenditure by the Government on goods and
services; but a difference of no more than £m20 to the national
income calculated by the conventional method adopted to measure
the contribution to the national income of men in the Forces. A
margin has been provided below in the first two post-war years
to allow for higher figures durihg this period. A higher figure
than 1,000,000 after the transitional period is perhaps best
regarded as one of thce competing dcmands on our resources of
which we have to take account in estimating the "standard" expendi-
ture on goods and services by the Government.
II. For (2) substitute the following:-
2 Unemployment is due to -~
(2) (100,000)
the hard core of the v1rtually unemployable/
' seasonal factors (200,000)
men moving botween jobs g OO 000) ;
misfits of trade or loca ity duec to
lack of mobility (200,000);

and ‘(e) a deficiecncy in the aggregate effective
domand for labour.
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Prc~war statistics are not a useful gulde, because at all recent
dates before the war (e) played a significant part, whereas the
probable heavy demands for labour in cexcess of the supﬁly indicat-
ed below suggest that the most convenient "standard" assumption
for the post-war period is the virtual ahsence of this factor.

An attempt which was made by an official committec in 1935 to
estimate the probable min%gum lgvg% of unemploymeht,excluding
factor (e), arrived at a figure of/ 6 per cont. Subsequent ex-
perien@e suggests that this survey may have overestimated the
number of the virtual unemployables, an actual ¢ount of insured

persons who have been classified as unsuitable for ordinary

industrial employment made on March 1l6th, 1942, having brought out
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(:E3Tgifié_ﬁifg_iéglgggéilgg 50,000 casuals'unemployment assumed by
. the Committee.
a figurc bclow 25,000 In view of this a "standard" assumption
of 800,000 men unemployed (or a somewhat larger aggregate of men
and women together,l0 women regkoning as the equivalent of 7 men
for the purpose of this calculation), which .is gbout 5 per cent of
made up as indicated above between brackets.
the insured population, gecnms quite sufficienté . It compares with
about 120,000 eguivalent ﬁen, or 1éss than 1 per cent, unemployed
at the present time, when factors (b) and (c) above are virtually
inoperative. Experiencc aftcr thc last war shows that,apart from
a brief transitional period in thc spring of 1919, the above
cstimate would have been morc than cnough to cover the facts up
to the end of‘1920, although Professor Pigou reckons that the
slump must be rcgarded as having commenced in the summer of 1920.
This should, however, bc rcgarded as a standard assumption rather
than as a prophecy; and it can be adjustced to any other assumptions
by reckoning that cach 250,000 above or below Would:make a differ-
cnce of about £mlO0. _ |
III. Add at the end of paragraph 2;(3):- a higher estimate of
wage cost would makc little substantial difference to the
estimates below,sincc most of the figurqs givon,would g0 up
proportionately, the most substantial consequences of such higher
cost being - N

(a) a smaller effeétive burden of the nationa;,debt and of

certain other transfer payments, if they arc not raised

proportionately;
and (b) greator difficulty in marketing the neccessary volume of
exports,unless there is a corrcsponding inercase in cost

in other countries.

v, At the end of paragraph 2, add -

(5) 1In the first post-war ycar national income ie taken at
the reduced figurc of £mb,150. It is also assumed that Government
expenditure on goods and_services exceeds the standard assumption
Ty £m 400, It is not easy to judge the‘adequacy of thesc allow-
ances. But the reasonableness of their ordcr of magnitude can
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tc checked as follows:=
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In 1941 there were 3,500,000 men in H,M. Forces and awxiliary
services and about 500,000 men in the munition industries proper
in excess of Junc, 1939. This leaves us with an aggregate of
4,000,000 men to be dealt with, a figure which is not likely to
be much greater at thc end ofithe war, after allowing for wastage.
In addition to thosé 4,000,000 therc will be a further number to
be reckoned during the period of the trunsition of the works in
which they will be employed to peacce-time activities. As agoinst
this, there will be some demands for labour,now unsatisfied,which
can become effective immediatcly at the termination of hostili-
ties. The above assumptions would allow for about 2,500,000

unwanted :
men either remaining in the Forces or in/munitions and 1,250,000
men out of work. This is on the average of the first year and is,
thereforc, compatible With much worsc conditions in  the first
half of it, and does not scem to involve too optimistic an
assumption as to the rate of absorption.

(6) In the sccond post-war year income is taken at £m6,300
and government cxpenditure on goods énd services in excess of the
"standard" at £m200. It will be seen that this still allows
for a qonsiderable delay in demobilisation and in the absorption
of the uncmployed.

V. Before the concluding sentence of paragraph 5 add:~

It should be noticed that thc "standard" income of £m6,500
is not reached until the third year ther the war, so that two
years of peace is added to the period of war experience in which
to acquire the assumed increase of efficiency, thus providing
a further margin for pessimism.

VI. In paragraph 8, bottom of page, for "(we need ndt...)"
lsubstituta’- "(we can assume that current output of additional
munitions on the pre-war standard should suffice - at least for
a timé!)"

VII. For 13 (b) substitute:-

(p) But the cufiailmcnt (or slackened pace) of investment -
should be planned in the light of the actual avallability of
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different kinds of resourccs when the time comes and not by an
attenpt .... than we can carry out.

The above cstimatc of the amount available for investment on
certain assumptions is arrived at as a statistical residue and is
subject ....

VIII. In the Appcendix substitute "standard year" for '19LL"
throughout.

IX. An attompt will be made to simplify the form and language
of the draft before it receives more general circulation.

J. M. K.
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