The Bepimnings of Feonomlc Plannming

in the Undted Kingdom

In the two lsctures that I shall be giving se Marshall Lecturer
to-day and tomorrow I propose to talk about the beginnings of economic
planning in this country.

Towday 1 propose to give seme historieal account of the Tirst
attempts at plamning. Tomorrow ab the end of my second lecture I
propose o try both to draw some lessons from our earlier atiempts
to plan and to ask how far these lessons have in fact led in recent
yeare Lo improvements in our plaming or how far, on the obher hand,
those responsibls have failed to learn from the earlier expsrisnce.

Peace~time planning, in any serious seuss, began in the year 1947,
It 43 true that over the years 19451947 the lLabour Government continued
to use for the purvosss of adminisiration meny of the instrumenis of
the war-time sconomy.{mbout these I shall be spsaking in a few mioutes).
ind in those vears the feonomic Seetion of the Cabinet Office performed
valuable coordinsting funciions. But it was not until we suflered
in 1947 cowbinad effscts of the bresk-down of cur atiempt to fulfill
our obligations to provide convertibility of sterling and ol the fuel
erisis of thed year that we set up o formal planning organisation,
under 5ir 5tafford COripps as Minister of Econcmic Afiairs, and more
directly under 3ir Zdwin Plowden as Chief Heconomic Planner. The
purpese of this orgmnisation, us described by 3ir Stafford Uripps in
the fHouse of Commons, was to co-ordinate the work of the various
Departments, both long-term and short-terw, in the econcwmic fisld.
1% was to ba formed by drawing into a ceniral organisation persons
representing thelr own Hinistries and giving liaison with them. But
with ths adiitien of a small ceniral cors.

May I emphasise that apart from the longer-term work that I shall
be describing, we were also responsible for the shori-term planning,
for writing the 1948 Sconomic Survey and for a greai dsal of incidental
day by day integration of imsediate decisions into the longer-term
thinking. One cannot isolste the longeterm from the short-term. If
you attempt to do so all the decisions required by long-feru comsiderations
will have been wrongly taken on the basis of shorts~term considerations.

Ye were given about nine wontha te do the loag-term work - nol very
long if one has in wind that virtually none of the background data and



none of the material that gose into aan input/output table was in
aistonoe.

The entire Central Sconomie Planning Staff, as we wers called,
gonsisted of no more than some twenty veople. Three of us who
were prineipally concerned with the preliminsry drafting of the long-
term plan had come straight from Cambridgs. Dmr task was to work
with the respensible depasriments ~ the ?raasurgi the Zoard of Trade
and the Hinistry of upyly, the Ministry of Labour, the Ministry of
Food and the Ministry of Agriculture, in particular, in sstablishing
the main outlines of an economic policy for the United Kingdou.

At thet time the United Kinedom's sxpevience of economis planuing
was confined to having operated plamed econcmies in the twe wars of
this century. The imstruments that we had to hand and our imstinctive
thinking about many of the problems of running a plamned sconomy
derived from our war-time experience, and it was natural thal we should
build on it. I have alwaye felt that one of the guestions sconomists
should ask themselves is why thers should be almost complete unanimiby
that & war-time econcwy should be a controlled sconomy and almost

auually complete disagresmsnt as to whelher a pesce-time econon should

be plsnuoed.

It iz not - I would sugzest - because ore is Tighting that the
sconomic system needs to be different. JFor do I think one can say
that in waretime the ﬁbjzcﬁ ives are unanimously agreed.  Anyons wio
lived within ear-shot of the disputes over the relative importance of
the Battle of th ti“nui and the Big Bombeyr Force - the issues since
popularised by air Charles Snow - would hardly define & war eCOnomY

& the use of secarce mesns for agreed ends. It is mach truer, I
suggest, o say that war requires the very rapid reedeployment of
resources to mest changed sand chenging objectives and that thai can
only be done with a messure of planning and control ¢ and dirsction.

When one has the same nesds for rapid redeployment in & pesce-
time sconomy 1 thimk it i3 not irrelevant to ask whether {he anaver

should sometines be the za@e.

Zince we wers basing our actions on war-time instrumants and

our thinking was partly conditioned by war-time experdlence, 1 hope
you will forgilve me I

or spending a few minutes oun that experience.

The ssaential elemaunts of war-tim a.ann*ng nad
progressively as the war went on and r 5%
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Seen from the ecconomic point of view, a war economy runs Shrough four
broad phases. In the first you create the eapacity for the malking
of manitions. In the second you build up the initial equipment for
the divisions, syuadrons or other uniis. In the third you need do
noe mere then replace wastage and balance up your eguipment. In the
fourth, as the snd of the war comes in sight, you can begin te run
down your sitocks. In our own case, the first stage was in part bub
only small part completed before wayr broke out. In this phase
cepaclty is the limiting factor. In the later siages, if you have
planned right, manpower is the limiting factor,

In our sagse manpower was in effect the limitiny factor from 1940
onwards. We had 1,700,000 unemployed at wmid-1938. The nucber was
down to 700,000 by mid-1940 and to 200,000 by mid-1941.

Before I begin to glve you sowe account of the essentials of the
war-time plamning let me meke certain things clear mnd remove certain
miscoaceptions.

dar-time plonning was not (as now seems generally to be imagined)
gonducted in terns of monetury valuations of resources. In the
military field, including munitions production, the essential planning
was in terws of the clsims on manpovwer - our scarcest resource. Butb
olanning had to take seccount also of materials and shipping spaces
511 three of these, manpower, materials, shipping, were budgetied and
allocated, We allocatad also the limited rescurces available for
buildinge.

In the civilian field rationing and the levels of rations for food
and clothing particularly vere in many respects more iwporiant than
the levels of monsy incomss,.

The overall sstimates of the aggresate of national income lead
an imporiant part, of course, in twe respects. They helped us to see
how far resources could be divectad te the war effort without intolersble
reducticns of real consumption. They helped us to control inflation.
Feynes' important study of How teo Pay for the War helped in these
strategic ways. Dut it was not the basis of the planning system.

Planning, I have said, was conducted during the last thrae years
of the war primerily in terms of msapowsr. Hay I describe in briefl
cutline how it was done?  Svery six months there was a manpower reviey



The Chiefs of 34a?f and the plunners of the three fighting services
working under them made operational gldns in some detall and
gstimated the forces to be daployed and the manpower requirements of
the services fo cover those operations and to mske the casualiies
snd wastage thot was to be expected. Other dranches of Lhe assrvice
departmeats estimsted the munitions reguirements to mount these
agtlvitisge~ the guantities of tankse, guna, aireraflt, ships, ammie-
altion and other stores. These regulrensais in turn were examined
by the supply departeents - the Mindstry of Supply for the Army, the
Hinlstry of Adreraft Preduction for the Air Forge, snd the Controller s
Department for the Havy - and turned by them into wanufacturing
PPOSramngs.

These deparitments then estimated, in consultation with ithe
Hindister of Production, the manpowsr reguirements to fulfill the
manufacturing proﬁrummes, and from these estimates it could bhe seen
what addditiong to the exwisting allogations of manpower might be

required, o in some QQBES what nunbers cf workers might become
available for tranafer to other mctivitiass

4t the same time that these manpower rsculrem entd were being
agtimatad, «imilaw estimates wer, prepared ia raspsct of civilian
reqguirenents by the Beard of Trade and by the Ministry of Agriculture
znd for buiiding by the hlnlstrg of Horkie

4% the same time that these dersnds foy manpuowsrevere belng
stimated, *h Hinistry of labour and Nationsl Ssrvice prepared
stimates of Lhe supplies of manpower likely to become available -
he size of ths age group entering ths labour market, the aumbers of

could bs drawn ints activity, retraining casunaities who
t t for ciwvilian work end the like. They estimeiad also
the lossgs to the labour fores from death, sickness, old age and otheyr
CHULBGS o Thus at esch review it was posasible to set probable demands
against probabie supnliss.

(=

It was the task of & small comaitiee drawn from the Ministry of
Labour and @a%ia@ai Service on the one hand and from ths Cabinet
ifice and Mlaistry of Production on the other to sxumine thsae
gstimates anc Lo see what could be dong to secure o balance. lalﬁ"ally
154
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the demands wers aft¢n ong mililon or more greater than the pot&r
sprplies. By paring sstimeifes something could bs done towar
achieving the aecessury ba BALCE - OVer-insSurancss, exagoerated sstimaies
of probable casualtiss, pessimistic estimufes of productivity trends




could be sliminated. Dub not infrequently the process demonstrated
that some planned opexation must be curtailed or postvoned, or that
the expansion of the Adr Force could net be achisved so rapidly as
had been intendad.

The final processes of adjusiment were nlwiys a matter of
Cebinet decision. DBui in working out an accepiable solution, Sir
John Andersong in s personal capacity, played a central part.

t is interssting to look at this for a moment not only (as I
am concerned to do) as a technigue of planning but also because sube
segouent histordecsl research has shown that 1t was precisely here that
our centralised war econcmy was incomparably more efficient than thet
of the Hazis with their rival bosses, whers Speer as Hinister of
Production never achisved even reagonable integration with 3auckel
as Hindlster of labour, the Ganleiters, Himnler, Hitler himself and
gveryons slse who was bubtting in.

But what I want to make clear is that our own system depended on
a number of instrumenis that had been progres.ively designed and
improved.

(1) Control of the calleup under Compulsery Militery Service with
a complete system of divectives regarding the reservation of
gartain classes essential workers and a centrally asreed

of
pelicy on which these reservations wers bhased and debernined.

(2) The Power of Direction of Labour (the zivil egulvalsnt of
compulsory call-uple. This very seldom had fto be used, but
was available and known Lo be.

th
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(3) 4 system of Tirst prefsrsnces and sccond lower prefarences Lo
guide the officials of the Ministry of Labour and Hational
Service in steering available labour supplies towards the points
of grestest need. These Tirst preferemes zand the rest were
decided for munitions by the lMinister of Production.

{(#) A recognition that priorities were bad instruments. dhat you
need is not o zive all labour to ""fighters" or "tan s op
whatever it may be, but a temporary advaniase. Priorities at

the end of the war were given only for shert pesriods and to
naly to bring about desired changes.

T4



{5} 4 Contrnl of ingagoment Order that made 1t certain that all
seancies would be Filled through the Hinistry of Labour and
that firms were nobt free to poach labour wheresver they might
Worke

(5) You have got to have a system by which you know all the time
whast ig happening and fto be in a pasition to help what ds
lageing and to ¢ top helping what is slready complete and
bayond the need of help. Yo mw&t, thut is to szay, have
adequate and quick statistics. .

"ortunately by 1942 and later we hade And perhaps it is
appzﬁpriut I should say why we hade

dalter Layton, who died 2 few days ago an& was one of the group
that Alfred Harshall attractsd io Wu;ld up Cagbridge economics in the
enrly years before 1914, had been in the h&niﬂtry of Hunitions, desling
with manpower problems in the later years of 1914-8.

In 1939 he impressed on one or two of us in the Cabinet Office
the nesd for much belier manjoway atas;sﬁl z if we wers L0 use OUr magke
power sffectively. I have always felt that without Walter Layton's
intervention in 1339 wa might have zeuﬁd oarae;vea without the readye
madb instrument which was so essential by 1942, Dertainly the Mindstry
of Labour would not h we grented it for themselves s soon.
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One of their senior officials, the then Permanent lJecretary (as

some of us have always remembersd) deseribed the L Returns as being
sollected “to satisfy the prurient curicusity of the Cabinet Uffice',
and for no more useful purposs. By 1942 we could not have managed

A
without theme

0

T have taken the case of labour ohly as an example. The same
methods, very broadly, ied to paw materials. But they did
not in the same desoree f’p”&&&ﬂt hoth a macroe-scononle and a nicro-
sconomic control, vhat I want to bring out is that war-time plobaing,
in a2 nation that was sufficiently limited to meceept authoritarian
eontrol, wa:. bhased on a system that was micro-econcomic as well as macro-
seonomic - which was in some senses primerily micro-sgononmic.
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In war-time it is an eszential of your plsaaning that you recognise
the need for very vapid, very dramatic changss of your econcmic struce-
ture.



This means implicitly that you have to try te sssist the making
of these structural changes.

You sonnot de this solely by feero-economle MNEASUTSS. You have
zot to be watching all the time the adesuacy of the micro-sconomle
changes - 40 have stetistios adeguaite To your purpose.

hnd in wor-time we bullt up A tradition ef rslative instrunents
of peliey to objsciives of policy znd of always sssuring oursalves
that our instruments were fully sdeguais to our objegtived.

e lesrned ons other © > alse that I would stress - the
importancs of foreseeing th hat were zoing to come onte the
FCONGTEY o dnen we foresav ; sufficisntly in advaace, ve
sould usually deal with thems It was when - as in the case of the
unexpected delsys in releasing shipping used for Korth African landings
in 1943 ~ there was an unexpected problem of adjusting 3o vaduted
ports, that we raz inte mors serieus difficulties.

@
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in these war vears we had learned by the hard way of sxpsricncs
soms of the essentials of planndng.
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lan something you musht creante all the
for planning it

if you want to
sasential instrument
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uo use sremﬁi'g a list of objectives and just
¢ yuld come aboubs

Jhan Wwe came fo peace-bime pranniig 10 19457 most of this wale

L& pyas it A A o) o v e d 2 e
time systen was s8ill in

thut, most of us whe asd been goncerned in
warmehine >,@@L 3411l remembered cur wiretine
T &aﬁethxnx to be dons we asked ourgelves

spuired to do it.
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guite instinctivaely what

Thyn A &3 popoey | WS NP 2y g e
But our first and csateal bask
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and particularly the deployieni O manpouew.
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{2) in getiing the incentives right.

This seens tv me so obvious that I fesl zome diffidence in

aven mentioning it to such an audlence as yaur&alvesn

But i

iz precisely in clarily over some of these fundamental questions
that the recent Hationsl Plan seems to me particularly to reveal

its inadaguacies, Of that I shall want to say wors al
atage.

later

shen we oo no to plan in 1947 thers were four sajor problems

which we ldentified and umade the ebjestives of economic policy for

the next five yeara ahead. {mm gquoting)

(1) to secure s balance of paymenis by means which would

us t¢ achleve the- highest gaa“inla aational income
mesns other than severe inflation).
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{(2) to restore the nation's capital @&uipmﬂJt an” *i@@ it te a
afforx

astate in which it could
developnents

(3} to brins consumption standards back towards the pre

- further

levels as rapidly as might be poermdtted by dncro by

productivity and was consistent with the Tirst two objecitd
(&) to estaliiish an efficient and smoothly working sconouds

syatem in which the inceniivesz o produce and consums uul

A
sperate with no more control and
23

necaseary to the achievement of the Gdvernmentls ec
soolal obisciives.

1 want to say aow
o I want to talk
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by an economic plan.
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think the last of the oujseii have Just
i C’ J le.t

will sbselve us
the authoritaris
de did not - s
late 1947-8 4o
The Ciwvil
naeni,

4

1y mpewhers

compulsion than was

ansal

opomle 2

read out
maintain
zani FEONOMY e

-



“ O -
in such an activiiy. There had been, hovever, some serious
thinking about the limits of democrectic plamning in the 1oy

Zeonomic Survey, te which I would refer you.

vhat I think we did in fact nccept among ourselves was that

our sconomic plan should be - what we csalled it in praciice - A
Long-Ters Survey''s That its function was to identify the problems;
to see what was invelved in thedir solution; to see whatl siructural
shinges were reguirzed; to see thet the ordinmary econcwmic incentives
were working to assist a solutiong to sa¢ how the resourcss and
powsrs of a government could best be deployed to help the achievenent
of a solution.

In one sense we were engzged in whnt hes gince come to be called
tindicative planning. Yo were partly engaped in trying to see the
pattera of future consumphion, futurs exports and fuburs levsls of
agtivity and to promete sxpsusion where it waE beconing sisar thal
srpansion would be needed, Wr. Harris's plonecring study of the
prospective demands Tor steel and & work of colliaberation with the
bodies resnonsible for vlanning iron snd steel producticn to remove
what had bescoms a principal bottlensek on our economy - and particnliarly
on investuent - is an example of thise But throusghout the veriod of
the vnreparation of the Loni-Term Survey and after it was finished, I
found myself constantly in consuvltation with economisets and others in
the various irade associntions and other concerns that were helping
to plan the evpansions of particular indwstriss, ve were nalping fo
ereate the meneral oxnsctations on vhich other meore detailed decisions
gould be based.

e

Hay Igcome bsgk now to the problems that we identifisd? Our
first objective we regardaed as a solution of the problem of
balavncs of payuenig.

Rememnber for a moment the metiing. In war-tige we had 301&
ian securibies Jg o had incurved sterling debte. @ had reduced
y ag a result of the theology of Lend-Leass - %o

ore=war level. Keynes and h‘s llr’"uﬁﬁ ad
secursd us the An an loan. But we nad, in all sincer!
with the United & s authoritiss hoth durin
course of the :asu;n“tag Loan agreement Lo nake 3terliag ra 1;
convertible at an sarly date.

o

o
our axports - par
about 304 of thei:
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We had, in our attempt to honour our obligations, run threugh
our dollar resources, partly ou our own account, partly in providing
convertibillty to others by August 1947 and were forced to abandon
our undertaking to make steriing coavertible inte dollars.

Cne of my owa first tasks when I joined the CUentral Econemic
Planning Staff in 1947 had been te atismpt a rough caloulation of
whet mizht be the comssquences of attewpting o live on ocur foreign
sarninss. My estimate had been that, with foed supplies fay more
austere than any to which we had besn driven in the war, we would
be forced by lack of msterials to employ them o fase over thrse

millions of unemployment

L Add came in the niok of time Lo save us
Ivem grave & But we were foced then hy 2 balancs of paye
monts erisis far more severs, {ay wore fraw~ht with denger of
complete economic collapse than any that has confronted us in ragsnd
YRAYS e

Ja

If we wers fectively we had to undersiand
s charagtezr. i, transitional vhenomenon that
ould be overcoms if we could h@ ziven suificiant tlﬂc to get back
nto normal conditionsy Or was it a long-ters phencmenon which
reguired for its solutiom a majmx gtruciural redaployment?

i
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Ths a: 14Ji1; of these problems had, of course, been zoing on
for a number of years befors 1947.  Some of us (Professor Heade
and I among those here) had been sn @ 1y as 184%1 in trying
Lo ses the sxpension of suporis tha desirable LF we werz o
zet & onlupca of paymenis. Uthers g iste postewar pariod

cular Mrs. Humphreya, now a Fellow of Clare Hall) had tried
*he provlens of bxnanm1ﬁ' axports in particular forms to

cular marketis. some work that MHr. Derrilld
working in the Planning 3taff) 4id on the

gxports which most clearly brought

prot ems ﬁiﬂ the sxtant o which

1930%s had bhaen

Statesn as
b

grm trends of o
19 atrumto,ul che Ahs ¥
onoris problams sf the great deoy
fa great process of the smer

orldts bilggest sxpos t@y of mam

ur

oh

ctures, and the extent te which

& 3
lance of paynents pres: =] snd ofhar
tries in the 7“”“ 8 had 1 on o bthe
guent need to adjust ¢ ritish sconomy
S anzing world con n3, & need that would have confronted

independsntly of thse war.
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That apart, we had to take mogound also of the long-term effects
of the war - of the extent to which nations which hitherto had bhoughi
manufactures abroad ?ha developsd thelir own resources in war-ilne.

It was ¢lear that it was likely %o be extremely difficuli in
practice to achleve guickly the ;J” increase of ewports which we had
sat ourselves in the early days of the war, still less th 750

inerease thal we had Leen ra@aram&g as neceassary by the time of the
Washington lean negotisatlon:

But my purpose to-day is not to discuss preeise figures or even
the sconomis Judsen ﬁnﬁg which lay b#hiud our sstimetes, but to wive
you an lmgresaion of hew we attempbed to tackle things.

2 <z

43 T have bhesn smphasising, we trled to identily and appraise
the long-herm problems, and then o ses what was involved in solving
them, and in the czse of the balance of paymenta it seemed clear %o
us that = major structural zdjustment was netessary.

¢ naticn'a
himated at
ad cone from

May I turn secondly to the problem of reatoring the
capital? Durdng the war 2 large part » it has bsen es
3% - of the rescurcss devoted to our mllitary effort
running down capital without replacing. The decline
capital fraw this cause was equal to about six yearts néi iaves
at the e

4t the same tims we d to be able to oxpand exporis and reugulred
the eapital sguipment in our industries to ensble us to de it. Thus
the capital of 1938 was not suoughe g needsd o be able o absord

C

inte employment the lurger soiu 4A13 ggoupied ”Gpnl&tisﬁ -
ﬁDEOVbiﬁ f ¢ A% Lihe ?sf03, 20 unsmployed of 1834,
ition to capital squivalent to something liks
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We had, tha ©
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great urgency Lo increase the
soramble ﬁs 4o B0 it was not
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In thess very abmormsl circumsitances it was ineviiable that
there should be some control over invesiment There had, of course,
been some measure of contrel not only in war»time but also in ithe

firet two years after the war But it had not been soverssnough
and more investusnt was b@lnw gtartsd than was capable of complebion
and resources wers bein: dissipated in unfinished projects. In
1947 & new, stronger and more rigorous conirol over investuent
programmes was introduced and an atfempt was made o reduce the

total of investment, in order vLo incrsase the voluume of exports of
capital goods. e had te learn the hiard way the difficultiss of
reducing resources devoitsd to investment; in fnct the chiaef zhorie
torm result was to reduce new projects, while speeding up the
completion of those already in train.

P

But again what I am wanting BG stress is that the attempt to

plan investment was parallellied by ihdion of an approprisie
instrument to give effect fo it. as ralied for thazs ppvovpas
partly on the ability of the Invesiment Programmss Comsmittes to
scrutinise the invesitment programmes for whlch the warious govern-

ment deparitmants were éi‘wct?y or indirectly responaibles - partly
on thz system of building licences and the contrel that that guve
uz over permissions Lo b%ar? new projectie

But there was another aspsct of +this which, however familiar

N
to the present generation, vwas not so familiar twventy years ago.
The problem was not only that of limdting our attempted investmenl

¥
to our currant invesiible resources. Thers vas alss ths prior
question of detarmining, oa a longer-tarm basis, the desirable

acals of investment, thai deecision into the whols
vlan., And this involvsed, clear&g not only the estlmsting of the
volume of voluntary saving but alse the problem of determining the
velues of compuls e“' saving through texaiion that it might be
reasonabhle L0 assume.

The possivilities achieving that integration were wmade
somewhat eagier in ;r-'ﬂ: when iﬂr VP’j ulfo Lunate acciieﬂt of
Hush Dalton’s un%’ i

i

responsibil
planning an f ‘nancellor of the axcan&e:. Cripps was able %o
epprecisate the importance of forping a longer-ters s,iuaeg- aver
3Lva3:mdﬂt and agoepbance of an obligation by the Ghan cgllor Lo
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v pelicy into a nuitilonal pol igy of recon-
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o firat stages of planniag in 1947-8 was to

i3 ; gmont of the Chancellor as to the sort of levels of
public expenditure and of investment that he thought he would be
prepared to support with budseitary poliscy. Obwvicusly a good deal
of guess~-work was pacessary here. We had far tos 1ittlﬁ experiance
as to want the levels of company saving and personsl saving mizht
be in the post-wnr world, and far too little axperience o the
repercussions of cuupulsory saving on personal saving. And
obviously the actual level of budsetary saving in pragiice in

perticular years would have fo bs & matdter of shorteterm decision
in the light of experience regarding volunbary saving. Pt what
is I think interesting and important is that it was Stafford Gripps

in 19@6 who Tirst carried consciously into peacg-tinme budgeting the

concepts which Keynes had developsd for war finsnce. Hugh Dalton -

ist ma make it clear -~ had follewed budgetary policies of large

surpluses, designed less consclowsly and overily to meet the nesds

to supplement savings. But thers had not been a clear intellsctual

and practical integration of budgetary policy into a nationmal investe-
th

mant policy. I would reiard the clurification of thes thinkinz
about the relations of the long-term stratssies and t @ short-hbarn
tactics as one of the important achievements of that veriods

I hsmve said eaylier that the strasezy wnderlying the lons-term
progranme invelved giving a first claim on our resourcss Lo bthe
balance of payments snd to the need fo reconsiruct ocur o cpital
vhat could be done for consumption snd for public expenditure wquld
have to depsnd en the growih of cur resourcss.

Cripps did in fact greatly reduc
apbiiions of his colleszues in the fisld
griag it wholly clear % that stage even *ha sirenz ¢laims of
neusing, to toke ons exa,r*»y had te be secondury to getiing the
geonoiny viable externally and nmore yrséu¢t¢vg lﬂwyrna¢lj.

I have alusys had o mnwaking @ m@a”hy or Nye Devan, whose bold
plans for bousing had to be ~"cxad v 1947 and gave Harold

Haemillan the opportunity to a triumphant entry into succeasiul
politicas four or five years :

But in 19478 what zould be done for consumps
private, depended on the probuble total of &



It was st that moment sxbremely difficuls to fsrccas+ the
growth of the gross national produst. Yo waere 533ll under the
shadow ¢f the axperience of the yeurs following 1916 ﬁidh their
catastrophic early depressien. We were silll in the frame of
sind in which bavarlﬂre 3 barget of 3 of unemployment, as rg-
presenting "full employment in a free society" seasmed optimiastic
after the experience of the 197 G's e had great difficulity,
because of the difficulties of statistical measurement of war-
time production and its linkage to y&ace-time production, in
measuring what had really happensd fo productivity bstwesn 1930
and M45, Ve found it Aifficult to kuwow how far productiviiy
would bound up if some of the temporary obstacles and bottle-
necks of the moment were removed.

That apsrt, we vers assuming a considerable redeployment
of manpover so that the numbar of workers would be considsrably
incrsaged in some unctivities and raduced in others. Allowance
had to be made for the changes in productivity consequant on
thata

camnet ayaelf olale anything more than s pascive share in

rt of the worke. It was almost wholly Mre. Harris®s
regpongibility - but 2ike all Civil 3er 1aﬁa wa were working with

in-the C.u.U0, and other Departments, with their help and

riticiss and such work is never gquite the private property
of anyons.

The plamning caleulations in this
Lhia way.

{1} 4 crude Tirst guess was made of the growth of productivity
and thus of resourced.

L2} Hstilsmates wers made of how we mizat use those resources:
the shares of povernmsnt sxpendi ,ure, capital lormation,
axports {including commodityewise estimates), consumption
{4n01n”*ﬁ‘ the distripution of consumption betwsen

C GImGo iit )

\J.

viby in different industiries based

{3) Hecessary levels of act
apital Tormetion, exports, consumption.

on our estimates of oe

»
4 %
'3
TL

%} Thes conseguend magpower dlastribution,
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{3) Estimates of the extent to which we a%owld be moving persons
tovards points of nisher or lower vroductivity.

{6} IEstimtes were made of the effects of

I3

zY : & . 3 Ll 1 e o g2 =
(j} PIOEPraess o prdeus ivity in ‘3’11{"{210\2 LAY B8OTOIZe

w“

dn estimete of the zrowth of productiviiy in the economy as

(7) Go buck to the beginning and refine all the first rough
caleulations,

In the light of all this work, and of past experien zbé, we
asvumed for our planning purpeses that mrauucyivi LY PEY DRN=Year
woul rise by ub“ner gent per annum above the 1948 mzd«y@ar lavel.
That rather brave sstimate, based on this massive work by Mre Marris,
turned out to be very nezr the truth. Bui - as we forssavw - the
avallable resources, wien the balance of payments gap had hesn
closed, would grow much mors slowly - only by about 1 1/ vper

2}'&:‘:«1‘ e

Moy I turn now to conswaption stondaprds?

1946 consumption per MQdini;yavteﬂmSMWuiﬁﬁ 2310w
that af 1938 (in terms at least of the calculations we were then
paking) . Hy 1948 it was probably ne worse than 24 below. We

heped thet by 19392 it would ba slightly abvove pre-war.

But it was narrewly siroumscr ib 4 by rationing snd those whose
clothes and ether consuner uur“bl 2y were worn out with almost fen
&1

e
years of war and transition were naturall; lamouring to be free to
replace thew. While raat dctions on consumption had been dccppuw
in war-time, they were much less accepiable three years laisy in

1947 @t lsast the provortions of consumers' expendiiure which could

2 devobed to clothing and durshles were considerubly %elaw ;0@? ei

1938,  From any considerations of humaniiy or pold +ic; z
categories

congurpbion exvenditurss in scme of thase

SN
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important. Bub in pagsro-sconomic t”“} she share of consumption
alimost certainly had to be reduceds ; ét vasd in practice more

important, 1f we wers to find the good to be sxported, it could

only be done by reatyeining domestic consumy t“op (Cripps in 1946
hed tried to persusde Dalten to use purchase bax to help exporids).

What this might mean {or real c&nﬁumntmo per head would
clearly depend oartly on the a e arawth of ’rmsb Donestic
Product ia wragtice bui larg proup. wive voluwe of

production of particular indusiries.

In particular consumption would depend on our success in aolving
tha problems of the bulance of oabv-nba and thus bedins able to bhuy
Tood and materiels snd of re-sxpanding textiles and clothing.

It was these caue;qar“t¢sﬁw which had led us in 1947 to a polisy
ol sxpanding our owr f3¢x gupplies. And ai bthe sume time they
reinforead our need Lo try to achleve a very considerable structural
radeployment.

It is these problems of six
discuss now, and I shall discuss
HANDPOWET .

pural adjustment thet I wani to
in terms of the distribution of

If you go bock to 1930, thers were a 1ittle under 64 million
persons employed in m&naf&cturiﬂv indus t ias. They repressnted
just under a third (32) of the toial sorking population and abous
A7 of the populatiocn setually in civil employment. OF these,6l
million, about 1.5 million (or 3us“ about /4 of all eng >;ei in
manufacturing) ware engaged toxtiles and Llﬁbhlﬂde A little

in Afﬁmxﬁ L”‘nT aaﬁs for
va needsd

aver 1 Mi‘iiﬂu POrIoNns w
auport ~ about ong psrsos
e inersase thess by at
numbers in tha argad forces, the
incruased co @rubly. in

n in 1938 in m&nmzactm L. Rut

- ;

%]
o5
y B 3
43 "‘{

%
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2% Y . - ‘e
1943 there were sonme xD-

many of these were engaged on airwf.ﬁma wrodug bica and zsserbly,
ammunition filling and all sorts of activitles which left no usable
peace~-time equip for future a;gl vients By 1946
mopufacturing employment was only seme 37 ahove itz 19306 level -

about as mmsh as ¢mtiwn.




4

To sse the orders of magnitude involved we attempied, 2%
aave said, to maks long-term sstimates of the levels of dlfferent
industries to weet the home znd oxport demands thad we had
eatimated. Cur estimstes showed a need - 1T we were to mest our
estimeted homs demands in full ~ for an incresse of industrial

production by about 3% above the lsevel of 1938

We estimated that this wor 1i invelve haviaz about 7 1/4 millions
in memufacturing against the & /% or thereabouts of 1938 and sbout

7 million in 1y4?.

But the main problems were micro-sconomic and not mACro-eCononic.

At mid-1947 we had 90,000 fewer workers in textiles and 40,000 or

so fewer in clothing than we believed to be really necessary. Ab

the same Silue the agriouliural ralzev requived (ad we then thought)
an addition of 120,000 workers. The coal industry previded a guibe
different problem which does not appear from any fizure of net change.
It was in 1945 an indusiry of old men. It had besn depresced and
cnnuruvu ng throughout the 1920% ond 1930%s with minimal recruitment.
We had called the younger men to the forces after the ﬁx;srt ua'kats )
disappeared in 1940 and many had not returned By 1947 it was
negessary to replace the older weneraition by a Jounger gensy .tisn

do not want to be claiming that we nade these gstimates right
at & time when ths evidence on which to make them was very inadequate.

“e gtarted moreover from ceritain pre-conceptions. wE ware vary

zuxiosus o solve the lmmediaie vrah ams of ing the populztion in

clreumstances in which we could not tell o 4 have the
xpert sarninges to buy food ubraad. W did want the agricultural

policy to b~-mk down over mannover &upp ¥o bhe event productiviiy

¥ nutou* wasd obirdned without

in agriculture increased and the nesessar
35mdugb~nmwm

as pmch ﬁddmuxonal meRpnower as wo had as

E?qzﬁﬁ,*
after the

sontrac
That does not make me rsgret our de
industries. Hor am I myself very o«
3@&% four or five of us failed o esti
1547 is 1 Gwmfrr@ showa &5 bhs inc
uufxlcwenb accuracy in 1966. I am s
cthers sincse then have learnsd Lo da mich batier and with mueh more

gvidence what we laoperfectliv attempbtsed.
7 3 1



he zﬂtexeo", b ¥ wcvlu éu*‘th, in these structural adiustments
dijustments that were made in the

o

I have sald earlier that when we made our Jurvey, instrunents
of planning still survived from the war The power of dirsction
af Iabour continusd until Ccioher 1950. shen it was revoked in
that month it wee stebsd that it had not been used for soms tima
pravicualy. The Contrel of Ir wat Urder was revoked in Margh,
1950, While there is no doubt that befors fnﬂ* dote labour was
being taken on otherwise than through Labour Sxchanges, it was by
7o means a dead lebier. and right down te hotabnr ﬁ jﬁ the First
Prefaronce asysten working, whereby guldance was given to Hanangers
of Lebour Buxch i

zos as to the directiens in which Lnav should atisepni
te steer labour. Conpulsion was very ssldom used, even in war-bime,
The system worked sufficiently well without it,

I think it is most interesting to consider how fay the Ministry
of lLabour had been able to achisve the regulred structural adjustments
by add=-1950 when these iunstruments of contrsol were removed. They
had succeeded in expanding the textile industries by 80,000 and
clothing by about 50,000. Total manpowsr in manufacture had besn
increased by zbout 370,000, largely becsuse of a higher femule
participation rate than we had thousht it safe to

wmey but partly
alse bzeause unemployment was kept down to lowsr leveld than we had
assuned,.

dhat I am amdous te bring out is that down to 1930, when we
had the bonfire of controls, it was possible not only to plan but

s

also o achieve a struactural resdjustment ef the British econony,

I have left until now the fourth of the shiectives fhat we set
curselves in trying to plan in 1947.8 - the objective

P

ablish an effici mcuihTy working

stem in which the incentives (o produce and
L operste with no more conitrol and comgpulsion
clubely necessary te the achievement of the

B econondc and sgeisl objiectives.”

Je

;.J: ﬂ'\

23t
2ConomLe ﬁ}
consume wil
than is abso
Government?

e werg
ationing systems

baen worked out Jor a

1@ meat ardusus work in

& with a strong senss of

That was intendad to
onfrontad then with sone

Fad

wtime, both for food = d
slsation from ””;ch those dui?: i
re automaticslly excluded. An




war-time squalll; ?reaﬁuwea for differsatial cationing could either
ied where abaplutely esgsntial handled administratively

s

hie
on &

A the peace years advanced, uo did pressure for diffevantial
rationing. And 1ﬂfrﬁdu1n“lj retioning, bhoth formal and informal by
shop-keepers with supplies far from equal to demand, hecans indimical
to the incentives of the pay-packeb.

7y buliying and cajoling
vroducera wera becoming mere difficult. So long as all production
was profitnble and almost anything could be seld it was not difficuly
to persusde industry. Bui as we moved into a world in whieh, certalinly
in the more compsiitive exyport markests, losses as well a3 profits were
being made, it became wore and mors obviously necepuiry to muke
finsneial profit snd loss coincide with national interest rather than
be - az it not infreguently wag - in opposition.

At ths same time the problems of extorting,

',._:

X
i3

i

The situstion of 19478 was inevitably a situstion of scarcity
and potential inflation. People were prepered and indeed anxious to
disinvest war-time savinge to re-equip themselves, It was difficuld

at that moment to set the economy fres without trigzering off a
galloping inflation,

“hen the bonfire of controls came in 1950 it was in a different
worid from the world of 19487; it was part of a very nocessary process

peey

of returning to a workable sconomy in which any attempt to plan was
limited to reds ne more noeroal workdngs of a price systen.
In 1ﬁ#7w3 far too wany cases in which finsmelal
incentlive lanacing intentilons wers frustrating ssch obhar.

This was noly in most cuse ;
Ware waﬂy OLﬂ&rw béaiﬁﬁi myself who, when coa'ru1+ d sy an ecaﬁmmlc
e ; b sould hapoen in such
a perfectly working
reluctant to use the
igplicutions fox
whataver you wille
owardaz the same %djﬁlwul
em would ha"'ﬁ
2

uiiim'tw Y




trving, if I may put it that way, to shert cut the price systen
rabher than to frustrate its uitimete resulis.

Peorhaps I can Lllusirate this best from import policy. ir
ong naﬁ left the halance of payments wholly to the price mechanisu,
including a freely fluctuuting exchange rate, thers would have been
two=-fold effects, partly stimulsting British exports, purtly dise

couraging British imports -~ the division hatwaen the twe depgnding
on the various elssticitiss of demand and aupply. If one was trying

to find a solution within a plsansd framework and with fixed sxchauge
ates, it was right, I would argue, o plan lmportesubstitution as
uell “@s axgavt ~romotion and not rely wholly on camynlllﬁa industry to
axpand exports by making raw moterial allocations dapend {as for a
£

time we made them do) on the performence of export targeis.

o

It would have been wrons, 1 would argue, to Jeave oul measurss
of dmport aubsiitution.

Before I lenve these problems of the experience of the wer years

and of 1947-8 thers is one further thing I would iike Lo say.

in uc*—nim olanving ws had always present in our minds the
asvﬂ*nrry of risks. 4 shori-fall of 100 of a eritically important
weaptn is not identicxl dn effect posiitive or w&«ntlve with & surplus
0f e On the other hand a 100 surplus of sll convantional weapons
meant that you wers short of the resourcss to embark on ths new ware

winalng Wenpous. Thus we had to learn to prevent over-insurance -
but Lo insuva whera bhe risks wers very zraat. #s learned, that ie
to @ay, to atterpt to make a "fail-sale” plan.

if ons trensfers these same ldans acHROMY, the
effescts of a 10)% shortagze of (say) ice 7 steel or coal ar
slectricity are not identical even if in valug. The one
ms virtually no multiplier effects ther hand, a shortage
of atesqcl or slsecir ;iﬁy or conl in 194 wicaly peryasive snd
rgduce other output. It can lead port and precipitate a

"

balance of pnvm@q@: apris 5% surplus of steel or

slectricity is Quryﬂk_f

3

On the other hand f*n&aul»; riske ars sommaetrioal in the
oppesite sense,. too moch aly oparati
system 73 5oboo 1id wever much
FOR 1 roward
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4 finencisl failesafe argues producing slizhtly teo litile.
A nabionsl fail-safe zrgues produc L 18 sji,h+1y too mue h L am

o
P

ayself inelined to regard this as a justilication for somas measure
of planning oy control of these key lngastrian

dm not want to say morve than that we tried

But {or the dOE?wﬁ I
ing particular sowe of this

to carry intu our thinking
Hiailesaie’ conceph.
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I cannot but think that the spplication of this same concept
to balance of payment policy is very conslderably overdue.

A last point in this context.  The problems of 1947-8 ware not

problems of the difficultiss of cholce Parhaps we rode a 1little
rough-shod over some of the guestions Jf choige « how to balange

e
&%

marginsl investment in keeping the ruilways Just safe and TUnNing
against marginel investment in repsiring houses and building nav

houaes. The great problem of economic administration - anu that I
think always needs to be vemesbered -~ 1is the problem of maling thiags

nappen. Haking exports flas, getting our icultural outpuld
5@ tting agreement o go ahesd energeticzlly to expand

bottlenacks

Those were the things that matiered. And it is over-smphasig
t so often makes the economist z bad civil sarvent.

of cheice tha

He is over-congsrnsd to stop things, to g@lﬁy thinszs in ovdar Lo
perfect choice - tou little concerned $o make things hapren. And
both in the war and in those n«;iy ROST=wAT j&&ra decision and snergy

of ehoics. If you make your

x i
Bape
)
&
i
past

were wore imﬂFTﬁﬂP*

ecoaomy more productive ya_ ; ave less acute problems of cholce.
LE you spead up Ja¢‘31on~ o oand inor-ase the o of sconomis
row*: j u may ke able Lo allaw people Lo havs within a decade botl
the things that they want rather than chooss Letween them. The

DOWBES of delony and fru'tautinm in the British sconomy seen Lo have
come to excesd the povers to make things happen.

«q-. x +

fhis brincs me to what I believe to have been the pr 5nclnai
iesson of those yearse. 4ith the aid of manpower planning and ths
sowers that we possessed, mnd with the aid -~ lat me hasten Lo say =
»f private snterprise and with the help of a devaluntion - wa ﬂchieved
a very remarkable redsployment of i t the
gountry that was down and oubt in *h*n

3 §‘~*
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it has heen in mest subseguent years
could huve been done 1T we had h
that was 36 sypropriate in 1850.

tay I try now to sumearise what I belleve to have been the ghief

s
e
1
n
ok
f,..
-
2
=
e
£
2

. inzist on slear and sesrching diapgnosis of the
hloms. I8 you ; zlewly, you must ask why you are

Pre are r:aw;
growing too slowly and attsmp t on the sauzes. If the balanca
of payunents is not balnncl"* YL t ask why 3@& are axporting too
1iﬁt3& or importing too much. ire the troublea shori-term and

2 o requiring considerable wﬁrhuthfﬁl adjustumenty

transitionsl or i

Without careful diasnosis one cannoi ba sure of siving the right
treatment. 4 doctor takes infinite trouble over disgnosis, as a

menas of identifying the right treatment. e cannot treat gppendicitis
with the cure for neasles. v sufficient does of deflation ig noi an

. panacea of all sconomic iils.

univers:

Seeond I would stress baa need we found to match problems with
instrumenis. In the field of mueroeeconomics we have sultiplied the
instruments since 1947. We have new Disgsl instrumenis - investment
allowances and the like, we have closer leng-term control over publie
expenditurs, closer co-operation with and canhral over the hanks over
the graating of credit - o number of new w Um the other hand
the bonfire of controls renoved almest all wmic: conomic instrumenis.

¢ heve trisd c ca»$rvrnu :aex in other f@rr': spscial iavestmphl

s

ll@hd“b 3? ] thoze investing in partiouler ragiong.
But many of these inugruw»ngu are mic raunconomzcﬁ only in respect of
reglons. They are, so to spesk, macro-economic inside the region.

. I pursue this further, I want to look lirst
hgapening to-day with the eyes of one who engaged in planning in 15478,

iy

May I take in turn wihat I have described aa fundamentals of
our war-~time and aarly postewar experience and iry to aee what we are
doding now?

LaadS
-
o
3
£,
)
£
o

1 think we would 211 agree what they are to-day, though ve
mlght arder in which we put them.
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‘e are baclk in the 1947«3 nscessity of making our
&cuncwy viiula and balancing our sxporis and ilaporis.

{b) ‘e wont to solve the problem, m:jor in long-term
inportance, af increasing our productiviiy and growth
i 9 P X

rote.
I put the baulance of payments first becausa I am mysell convinced
that its solutien is a condition ef solving the sscond.

{2) Analyse and dlasnose the causes of your problems.

The Hovional FPlan dees almost nothing to help one to analysse
these problems and to ses how snd why they have arissn, and
what ia invelved in solving theu. Ye do in fact have fo turn
to the more seripus and acadsulc work thal Beckerman snd others
kave dons for the Hationsl Institute.

{3} See what is required in terms of structural redeployment,

If one had locked =t ouy problems st any moment durdng the past
six vears one would, I think, huave identified thoss sams problens.

Ta eff\ct a curs one would, I thiuk, have & have
ngeded A relative expansionc ol resources ﬁoimg to
4mpar*uqav1;{. To raise real income here at hcmc we alss neesd wore

resources golng inte mamufacituring of goods for male in the domestic
markels
With that dn one's wdnd it i interesting Lo ses whal has been

happeniag te the use of manpowsr in & i COUnLYY. Over the years
1960~ we have besen in a position fo depley or re-deploy about 1.3
million persons.

33 & Lo " P ny
Gf these 1.5

¢ 1,000 persons have come from the ned
growth of the work

i

(%N
o
&
oo
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ing papulatlcgﬁ Ahout 400,000 of the 1,300,000
have come from declining 1@ﬁ~%?1ufac*urin% actxv*vias - wgrieuliure,
gining, railﬂay3 anﬁ the smaller size of the armed forces. ibout
200,000 of the 1,307,600 have coue from contruetlons of dsoliniag
panufacturing i 1ﬂnszr,:& « taxtilss ond clothing, shipbuilding and

alvroralt,
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Uhere have these 1.3 willion persons {or thelir sSueoeuBOTE
becanse the individusls ars nob atatic) gone Lo Almost exactly
the same numbﬁr, 200,000, as game oub of the declining
industries have gone Lo the expanding mammfacturing industries, o
metals and engineering (other than airveraft and shipbuildingl, to
paper, printing ond publishing, to buxquwm meterinls, and to various
other smaller claimants in the field of nuL woburing.

Just about 200,000 of 1,300,000 have gone {as the evidence of
Lone's eyes would enable one Lo 5ueuJ) $o building and construction.

Awout 75,000 have Jone to public utilities - to gas, aelociricltiy
and water and to transport other than railways.

e reminder - move than 750,000 in aumber - just on 50 of
the whole of the manpoywsy ragources availsble for redeployment -
wsnt to services - +n distribution, professional and other seyvices
including a small increase of government servieas.

1f a group of hard-headed realistic manpower plannsys
2t the British sconomy in 1960, would they have 144 diirec
your available menpower rasources into services”

had looked
A0 of

a4
<y
K

1? we look at the perfcormance of the British economy over the
paat Six years and “Hpjv my teat of how do we pelieve & periscily

working econocmy wonld have worked, can we put our hanis on our hear tm
and say that we fsel ceriain thab ihe norml incentives of the Briti

economy as it opaevates to-day are working satisfactoriiy at the moment

£o solve our problems for ust Op ought we to be saylug to ourse sives

st

{as I find myself saying) 'Somehow thie ig not workimg d¢ubt as it shoul

an introduction to the

£.)

Hut L hav recent past only as

vians for ths ia

o e
®
?‘
2]
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ot
ot
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If one looks at fhe expectaitlons and ass
Plan, what dogs one Find assumed about the 3demlarmar

Yor the years
T he re-denioyvad
ekt Ie=QePLOYaCs

N S 3 AN & WY o < we el depw " Ly, “ ES
A 1ittle under 000,000 of these are expeetsd To Cone from & net

inerzase of manpowsr available.

196470 it is expsched that about o8 million worksres

iy
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About ﬁ,,,ﬂw # thesze will ceme from contractions of
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bu*luﬁnf wni a’rcfafts
. ; o N G I e . R
shere does che Notiomal Plan envisage their redeploymenty

1z a&auﬁ%s that pre

33,00” af the ?,QSGgﬁﬁﬁ wiil 50 $o ewpanding
(aluos ailzblele

(4 assumes that pubplie utilities will require about 605000,

1%t aszsumes that once sgein distribution, a@rvimes and muiblie
administration will take nearly 500,000 workers (564 of tha whole).

2

This time I find myself asking two guesiions.

frat - as bafore - does this disizis
represent what we beli&ve this oauﬁtxy ne
to hecome - in a mu ;
of ahop-ksaphrs sell
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Yecond, have we any reason for confidencs from recent past
experience that 250,000 move workers (430,000 sxpansion laess 150,000
eontraction) will be abgraa%wu inte manufaciuring by present relative
enrmings snd presant net advantages?  If im 19K '

WOCs Workars AN facta*m;g industry, have we sSo changed the
revards, the conditions, the lovations of jJob opper tunities that we
s i T

azn baldeve the “HJ Q00 to he n ren

But the main question I wani to put to you is @ differemt one.

1 heve trisd in thess twe lechures to picture to you the planned
wer economny aad the emvliez 2l POShL-WAr 2COnOMY. I have twuld
you that dn war«time ang ihms@ parly postewar years the planning was

nacro-economic in lts b?oau discussions tnly. The deteiled planning

Wl Hiero-econonic. 4a ware attempiing -~ and I belisve in soms
considerabls &g.re succseding - not only te sse the structural reguirs-

meats but also o s ni ve fhem.



In the 19505 we had the bonlire of contrels = 3 inevitably and
rightly I would hasten to say.  But 1% has meant that planning has
suppousdly been based on a few miﬁrﬂwﬁﬁﬂﬂcﬁiu instruments, which are

Y

in gy view very imadeguate to carsy

The combinstion of fiscal yellcy and of interest rate policy
gan help to meintain the volune of investment and saving at a hiah

level.
But on whal are we relying to sgcurs whinum mmcrawmnonaai
distribution of owr re3oUrces. On profd 'y” But even 1f

believe (and I fesl hésitation in dol
works sufficiently well for profits ¢

rvost requires sxpansion, it still remains tra
industrislist plans expansion with the possi
force in his mind.

And so one Tinds oneself asking whether the good wodern afficient
74rm is or should be paying the wapes thet it is dor*F its while o
puy to atbract the labour it needs for its SXPRIELON. and dmmadisntely
one Yinds oneself in the emotional avems of pghragses like VYpoaching
lsbour? 2nd in the macro-stoncinic problems of the woves-pricss @n*ral
and the danger thet fizms will pay high weges in the certainty of ba2ing
sble to pasms on high prices to others sharing in tha benefits of the
sodrale

Let us concede these difficuliiss. DBut to acvept t
of the warss-pricas spiral as the objeciive of actlon means th
have agreed to lsave unselved the micro-scconomic problens t
gistribution of menpover betwsen {irms and between economic actiy
ind 1 suspesct that s vart of %h@ fﬁin of manpower by 'services” is a
consaquence of wWorss ¢oBtro bargaing in the commercial
Feciol.

But here I come baok to one of our war-time lessons. 1§ you
control you must be preparad to perform admlnistratively the functions

that would nave been verformed by prices. Are we preparad for that?
If it is the vrice of an efficlently running economic sysied that we

should hava some stssring of labour, is this politically wnacceptable

[

If iz bour I belisve it would be unscceptable.
gub if une 3 ?D, thers was almest ngo
industrdal 2 n the opporidunity te avold
ﬁilitary saraice by goding to the oo 34 The essential toolic of




§
Ny
=

&

P
B

that peried ware the Contro L ']
.2)

TR e 3 -
Yirzet Preferencaes « & 50
i3

ta give some

w

o

advantaze to certain twp
firvet proference sys

nt machinscy
& cf pobivitias.
a1t wan "hm more effecti aof the Lwoe

i
€
oy
52,

iy 2

5o let me come finally back te some of ths thinking about these
n 1947 « before the lentral Hconomis Flamnin A,
ita wor?. The beonomic Suervey of thatl year get oub two u$aa:in~
eworka ags being the instrupents of demecratic economic planmdng
in ihiﬁ country - the manpowsr budzst and the natlonal incomes and
d i3

expenditurs budpet. It put the manpowsr budset Tirst and the
national income and xpeﬁdi*urg nudget ssconde. In the past twenty
years we have almost censed to think uicroesconomically. #e have
abandoned the micro=econumic atiesmpt to balance the economy and te

steer its slructurael changes. e have come Lo depend wholly on
macro-eoononic controls, Is there evidence ln past performanss
that macro-gconsmics is enought

I belisve on the vonbrary that there im a good deal of svideunve
that 1t 1s note 4nd high in this catzgery I would put ths paradox
that some of the countriss which moat of us would judge to he worst
centrolled macro-geononically turn out, often with the ald of more
inflation than we would toleruste, ¢ betfer redeployment of resturces,
a betbter micro-~economic per farﬂancm and & better growth rate in
consequence than we achisve with bstter control.

In the ysurs 19*”»0 we hegmn to use in pesace-ilme the principles

that Maynard feynes had worked out for war finance. We wegan bo plan
e 3

the use of aatiopal resources. if we wre looking to the credit sids

1 think we *"n.Lansntly say that the wordd Tomd g a different place

from whot 1% was in the 19%0%s - in very large ceasure as a rseult of
the sconomic taiﬁ sing that began in this Faguliy in Cambridge in those
gxeiting years 30

The yeurs of the 1990%; have bheen years of experiment. The
bonTire of conitrols .ms a negessary pard of the procsess of getiing
the co-ordinsted ap*;at&sn of pwnapcial incentives on the one hand
and plsnning contrels on the other hand. But T think the time has
now come to assess that sxperiment on the one hand, desplite our nay
institutions in that field, the cconomy iz more Wﬁhuilthlbg wOTER
soncentrabed in large bBlocks of powsr than it was, and one can less
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than ever aspuwe that the figancial incentives of seli-intersat o
identical alunys apd sverywhers with national interest.

Hore important the Keynesian revolution has, I almost saild,
zted the incomes/prices spiral.~ (Ve were - let me say - al 288y
wroatling with 1t more effecifvely than Qverf%ina@ in 1948}, iages
incomes have come during thess twenty years to reflesct the auonoﬁin
v of sectors of the sconomy rether than the sesreitiss of particular
zkills. At the zame time the nead to restrain wage bargains, o put
pressurs on {irme and industries not o ro&&rxbutﬂ to a spiral by
bidding up wages, has made the elficuey of relantive wazes, both beltween
agoupation and occupation and batween reglon and region, Por less dhan
it should be in a fﬁnfacﬁly compabitive smoothly ruaning econonys

i a

“hat are the morals? It mizht - I renlise - be argued that
this all moes te prove the folly. of planning I would not mysslif
agree. I believe that the macro-economic planginu hzs brought sush
heneiits to the humen race thal we connot $hink of surrendering it
The complstely uvaplenned world iz not a world of perfsci macro-economics
pluz all of the resulis of perfect compati t¢0u, It is s world without
magrowgconomies, & world of trade‘cvgliﬁ and 2 million unemployeds

Buf if we are goimt to live, and I think we must live, in the

he

“ i
planned mscro-sconcmic world, we must, I think, ask ourselves ¥ ther

3

muCro=asonouies ie SnOULHe

The “anfirﬂ of controls destroyed the micro-sconomic controls

4 left.untouched the macrow-sconomic controls. It is I ihink sasy
L0 sen Whiy.e In sowe broad s=nse, macro-cconomic contrels ars jgsneral,
universal, non-discrimineiing. They can readily be regarded as jusit,

rietial,  fair as between man and man. They restiist liberty, but
they restrict squally the liberty of all in a similar positions

Hicro-econompic contrels ar
ey ars tr$ ; Lo develaa Boms
favour somes industriss and to dis

afinition, discriminating.
shrain others. To

: ; o
o time oparated in fhils WaF.
7 % oy D e a P

ad this effsci. Hire purchasze

$oda

we have usad ad noc measuras Lo
c*mn&ﬁg indusiriss o i 2
g in soms moasure dlscris
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But I think that 17 you reflect on this list of discriminsioery
mensures, you will at once recogniss one cosmon featuyre in these
micro~economic menoures.  ohey heve bsen used helatedly to help
depressed indastries and te diminish flexibility and change. They
nave seldom besn used o Tacilitate expansion, to give added Imecilities,
added wanpower, to the things we have needed to expande It is; in
some sense, regarded as fair to help the failing, but wnfair to help
the vigovous and successiule

T think the time hos ceme when we shouwld ask curselves vhebher
we should not have 2 more consclous manpower policy and re-creats a
in trumsnts of the state devoetsd

systen of first prelersnces, ﬂ&tu the
to helping the expansion of fhe ssciors o of wmanufseluring industry that
need Lo be expended. I am far from suve thalt such a policy would neti

in the aﬁd p&v off. The wages/prices apiral is iuv no small desrew bthe
pregswre of the aificient sxpanding secion

s af the economy to atiract
LANDOWED tovaﬂdv themselves. if we help that result administratively
we shall have done something to reatrain the forces ﬁh&t lead o the

our graat pool of resocurces for the future
ciently employed manpower. If we contract
IdLe sconoiie growihe

“he guestion thsen that I want to leave ilu your m¢nd3 iz the guestion
thet I have re-ibersted turough this leciure: Is sacro-sconouics anought



