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RESOLUTION

1. The task of maintaining productive employment stably at its highest
rossible level calls for cordial and continuous co=-opsration between
goverrment, business, agriculture and labour, effectuated wherever
possible by appropriate institutional arrangements, It is not a task -
that can be accomplished by simple devices, nor by any section of society
acting on its own. The recommendations that follow deal first with the
duties and responsibilities of business.

2. In order to maximize productive employment, business should foster
a dynamic economy -and the moderation of economic fluctuations. To this
end;

(a) Business should pursue a policy of vigorous enterprise in
expanding producticn to serve human wants and aspirations and in
keeping ite activities healthy and profitable.

(b) It should endeavour to preserve and develop vigorous and fair
competition,

~(¢) It should emphasize research for the discovery of new vroducts
and tetter methods and strive constantly to improve the productivity
of those who toil.

(d) Aa higher productivity permits, it should pass on & substantial
part of the gain in the form of higher wages and lcwer prices.

¥ Tromon text will be submitted by the I.C.C., and distributed later.

/(e) It should
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(e) .Tt should cultivate by adequate training the potentialities
and abilities of its employees and its management.

(f) It should employ practices that help to moderate economic
fluctuations end thus,foster economic stability. Realizing its
obligations to ensure to the utmost of its ability regular and
satisfactory employment, i1t should explore every possible way of
achie7ing this end; thus, for cxample, it should hold over to
periods of low market demand more of its postponable expenditures
for maintenance and improvements.

3. Labour and agriculture have the same interests as business in
festering a dynamic econcmy and in moderating economic fluctuations.

They are therefore invited to teke, through their responsible organizations,
an active. part in promoting and pursuing policies directed towards these
obJectives,

%.. Goverrment, acting for the people:

(a) Should assume its inescapable responsibility for creating a
favourable climate for a dynemic free economy under which people are
encouraged to create for themselves the fullest possible productive
employment and maximum production.

(v) Should encourage the extension of private enterprise, foster
vigorous competition, and establish a tax structure and other
policies that stimulate enterprise and output.

(c) Should provide appropriate alds to business, particularly
through the improvements of facilities for the dissemination of
business Iinformation and economic statistics,

(d) Should pursue an international policy designed to Toster
multilateral private trading, and thus contribute to the preservatian
of peace.

5. Government should recognize the great responsibility 1t possesses
for the moderation of the business cycle. It is important, therefore,
that it should not only use the instrumcnts it possesses for the direct
mitigation of the upward and downward swings, but should also ensure

that its policies and actions in cther fields are co-~ordineted into a
consistent whole with its specifically anti-cyclical policies and actions,
The dominating aim should be the integration of all aspects of government
policy touching the econcmic field with a view.to stabilization and
development. To this end, government should:

(a) Use methods of taxation that tend to moderate rather than
amplify economic fluctuations,

(b) Develop money and.credit policies aimed at dampening
inflationary pressure in booms and promoting credit expansion
in depressions.

(¢c) Time its construction of public works so that the maximum

of expenditure be made in times of low business activity and the
absolute minimum in tifes of threatened inflation. In order to carry
out such a prograrme, it is absolutely essential thait the govermrent
have on hand at all times a backlog of projects, not only planned; but
tlue-printed with all financing and legal details complete,

/(&) Mainta:
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(&) Mecintein a broad p%ogramme of soclal security benefits that
will alleviate the feaxr of total loss of income/&nd privation.

G. Covormments of the more industrialized countries should, upon
invitotion, actively investigate the possibilities of assistance which
ti.eir comntries could five to the indugtrial, technical and agricultural
covelowr =t of less sdvanced areas,’so ag to raise thelr stanierds of
profuction and consumption, in the realization that by so doing they are
clso sxpending theilr own markets for menufactured products.

T ~The ettaimment and maintenance,of high levels of production, employment
anc: living standards in'any one country is a matter of internationel concern.
“ithout concerted international action, local policies for meximum employment
cemnot fully succeed; and without a growing volume of intermational trade
end intercourse the possibilities of raising local’standerds of living

ere limited. Governments should, therefore, pursue whatever policiles

they adopt for the furtherance of domestic employment with due regard

to the welfare of other countries and the prosperqus growth of international
trede. Through appropriate agencies, governments should co~ordinate

their employment polices, foster counter-cyclical policies and develop

Joint wniertarings for the formulation of commercial polices that are
conducive to eccnomic stability throughout the world. The Chember notes
with satisfaction the stert that has already been made In this direction

by institutions such as those created at Bretton Woods as well as by

the Lonlon Freparatory Committee of the International Trede ené Employment
Conferance.

J.  The Internaticnal Chamber of Cormerce offers this stateuent of broad:
»rincinles with the appended report of its Comittee on Methols to Maximize
EM@lognent as a basis for action rather thean for further discussion.¥*

Jith that end In view, 1t sugcests that each Netional Committee should
vork out in concrete terms the application of these principles to the
situetion of 1tg own country and .make precise recommendations for action
to its Government. '

¥ The _oimenent Consultent of the Internationgl”Chember of Commerce
to the Wconomic and social Council points out that this call for action
rether then further discussion is directed tQ the National Committees
of the Chember rather then to the Council,

[FEVISED
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REVISED VERSION

APPENDIX.
Report ’ .
of the I .C.C. ts Committes on Methods to Maximize Employment

Introduction~

This report is concerned with methods of meximizing employment in a
free soclety, Iis purpose 1is, first to clerify the problem; second, to
determine hov employment nay be maximized' and, third, to present the
line of reason leading to the recommendations presented in the draft
resolution. o ;

ENPLOYMENT IN A FREE SOCIETY
1.. The Problem

2, The problem of maximizirg employmsnt in a free soclety differs
fundsmentally from that of ackleving "full employment" in a/dictatcrship,
vhere people, subservient to the will of the government, may be obliged
to forego things, they prefer go that offlclally prescribed goals mey be
attained., In the plenned or totalitarien socilety, "full employment” is a
gquestion only of the application of political power; in the free soclety,
'maximum employment" is & gquestion of the right{ balance betvieen all the
activities being carried on in the goclety,

3. In a free society, the Lell-being of the people -is paramount, The '
oblective of free men is to merimize employment not as a single goal, but

as one among other desired goals. .Free men want more than Jobs elone - more
than jJobs 2t any price,

(a) They vent eﬁployment of their own choosing, that is well paid,
productive, worthwhile and satisfying.

(b) They went the opportunity to grow and develop materislly,
intellectually, =ccially and splritually.

(c) They went political freedom ~ the opportunity to govern
themselves through their chosen representatives - and the attendant
individual liberties of person and of property, freedom of speech,
freedom of press, freedom of worship end freedom of peaceful aggsembly,-

() -They want to live in a progressive economy that affords an
abundance of things for thelr materiel welfare and with a government
that fosters these goals for ell the people end for thelr children.
(e) They want to live in ‘a world of peace =~ at home end abroed,
L, TFree men want all these thirgs simu;taneously and. continuously, In
brief, they went freedom end sbundent, productive employment with rising
stendards of living in a peaceful world.

5. Institutions adepted to.attaining thege goals exist in free socleties
in the system of individual liberties, representative government and private

[competitive
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competitive enterprise. The compatibility of these institutions has been
demonstrated, More people have more clearly reslized their various
obJectives simultaneously through these three institutions then under any
’other arrangements.

5. On both the historicael end anelytical evidence, socities in vhich
men have been relatively free in their politicel and social relations

end have been permitted to organize: their economic relations onthe basis
of private competitive enterprise, have mede more improvements in methods
of production, produced more goods end. services per-head, distributed
more benefits to more people, provided greater opportunities for
resalizing their individual potentialities, and retalned more freedom thon
have men under eny other system in eany period of history. It. is not
without reeson that sn economic growth unexaempled in history, and the
fullest flowering of political and Individual freedom so far known to
menkind have occurred under conditions of’ politicel and economic

freedom,

T. But great as have ‘bean the accomplishments of free economies, their
operation has not been effective enough, ' They have been dynemic, vigorous
gnd highly productive, but they ‘have not been mede to yield their full
potentlalities in opportunities for growth, development and material
well-being, High levels of employment trough they have been reached,
have not been meintained. Recurring depressions esnd unemployment have
too often-interferred 7ith economic wvell-being., "The free economies.

have forged shead spectacularly, but they have done so erratlcally,

in alternating booms end depressions,

8. The’ fact that the operation of the free economies has not been
verfect does not warrant ebandoning them to state control, as some propose,
but suggests instead the neéd to strengthen them and to improve thelr
functioning. Such a course cells for coursgepus end constructive ection.
Appropriate measures must be developed to foster abundant production and
employment, to deal wlth economic' maladjustments resulting from the war,
end to alleviate business fluctuations. ¥e must achieve these aims
without arresting technological progress, without limiting the
‘opportunities of the people, without surrendering individual. liberties,

and without sacrificing political freedom, - The most dangeious dilemma
avaits us in the very fact thet measures which » superficlelly, locally
end in the short run - geem to promise most in resrect of employment are the
very ones which - essentielly, generally and in the long run ~ most
‘end.anger the progpects of productive employment--

II. Sources of Productive Employment

9, 1In eny society, free or unfree, we have a mutuel dependence: -
productive employment is created by demend, but demend in turn is created by
productive employment, end so on ad infinitum. In free economies private
employment (including self-employment) accounts for.the overwhelming
proportion of needed Jobs,

10. In the public sector, useful jobs grow out of public administratior,
the sonstructicn of public works, asnd the operation of public services.
Here the principal problem is not to maximize employment, dut to maintain
preper stiénderds of productivity and usefnlness. While some public
snterprise 1 carried cn for profit, the intrinsic nature.of the operatiomes

/which
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which create public Jobs generally renders the profit motive irrelevent;
they are determined mainly by political decisions as to the kind and scale
of services government is to provide, “Without the automatic check

of the profit end loss. account, the public interest requires that care

be exercised to make certain that public employment is productive, and
the services provided are vorth their cost,

11, While public émployment is relatively smell it may exert a
considerable direct influence on total employment in two ways. Firgt,
there existe flexibility in the timing of ‘public expenditures, in
congequence aof which, they may be expended in periods of depression and
curtailed in periods of prosperity, thus counteerelancing, in sotie
measure at least, the fluctuatiods in private employment., ‘A less direct
influence upon total employment is 'introduced through the construction of
well—designed improvements, suchas dams, irrigation’projects end the

like, vhich, for accidental reasons, might not be privately underteken,
but. which promote gcononmic development and future employment opportunities,
Theose meagures, if wisely plenned, may expend the opportunities for private
employment and increase productivity. ‘Impoging the test of benefits vs.
costs on all public expenditures 1s a necesséry precaution, however,
agalinst employment thet is wasteful of human end m&terial resources,

12, In the layge private sector of the economy, employment is crested

by employers enhd the self-employed in the production of goods and services
that people are expected to went and to be ‘able to pay for, In order to
expend privete employment, production must be expanded; people with idees,
capltal and organizing ebility must first asgume risks and provide the
necessary machines, facilities and menagerial direction, without vhich
highly productive jobs cen neither expend nor be maintalned.

_l3i~ Undex private enterprise, production is uhderteken voluntarily by
innumerable job-glvers, seeking incomes in the form of profits. They
create Jjobs only vhen the resulting revenues seem adequate to cover costs
eng to compensate for the risks they esgume, the investments they make
and the enterprising direction they give. ~

14; Underlying the operation of both public end private enterprise, there
is a host of economic conditions, policies: end errangements that govern
the actions of job-givers and Job-holders, and vhich must be favourable

if maximum productive employment ig to ensue,

15. An enalysis of the operation of free economies over the past century
shows that those which have been most successful in achieving high and
productive employment - are those possessing to a marked degree the
characteristic of dynamism - the vigorous, enterprising pursult of
opportunities to serve, peqples! wants. A second major characteristic of
thede economies is a persistent tendency toward instability, The
problem of realizing fully the potentialities of. these economies to
create productive employment'is initially one of determining the

conditions that will enhence their dynamism end that will alleviate their
instability.

III, Sources of Dynamism
15, Two basic conditions are essential to a dynemic end healthy

economy, These are (a) conditions under which people canwork together
fruitfully end (b) an adequate system of rewards end penalties.

(a) Conditions



EfC.2/18
Page 7.

(a) Conditions for vorxing together fruitfulyx

Conditions muet exist under which people of diverse talents and
etbitions  can work together willingly end fruitfully toward _
conslgtent goals, and in which the funotlon of* the entrepreneur
(1.e, that of combining, with a suiteble reward for himself, the
activities of the other factors of production) is regarded with
‘respect. Satisfectory arrengements have yet 'to-be developed for
‘the settlement of differences between labour, cepital. end the public
without sacrificing the benefits: which each derives from
uninterrupted producticn,

A}

(b) -An adequate.system of revards snd penalties

In any economy, and-espscially .in one¢ baged on voluntary action, a
system of-rewerds. zxid penelties to elicit the ingenuity, skill and
effort of the people is indispensable. Employees find such a -

system in thelr compensation end opportunities for advsncement For
Job-givers, the system of profit and loss existg.’ Unleds'these
rewvards end peneltieg arouse 2 gplrit of enterprise emong thé people m
a’spirit Lmpsliing them o work produetively and- {mpelliing a great many
t6 -take risLs, to venture cepitel end skill and-to becoms Job—givers‘
rathér thén Job-holders - new productiwe jobs will not be created,

The profit endrloss system of private enterprise has .been unrivalled
for enlisting the: potential capacities of .the people, The reward

of profits to the successful, and the penelty of losses to the
unsuccessful, are powerful inducements.,‘No other incentives have
operated quite so impersonally or:more effectively in stimulating

the effort, inventiveness, resourcefulness and capacities of so

meny people, But the system is ineffectivesunlegs it 1s used, It

1s vital to business efficlency end to the expension of Jjob
opportunites, "that. adequate incentives in the foxrm of rewards and
penalties be presexved,

IV.' Sources of. Instebility'

7. Abundant employment cennot, be msintained by the foregoing conditions
alone, - The free economies, in conseguence of: their freodom, are subject
to wowerful Influences that induce instebility in business. activity and,
therefore, in employmentt, .Tke capacity of fres economies .to produce
-goods and. services in- grsat gbundance .and, variety has .been amply
demonstrated They have not ghovi: a correspending ubility to maintain
production and market demznd at sutisfactory levels, - If. high levels oOf
employment, are. to be reached and maintained, these erratic and disturbing
factors must be offset ds far as- possible through eppropriste policy,

18, UnstabilizinU influences; whetever thelr source, spread through
thé "economy primsrily by affecting market demand . Market demand for
goods and services is made up.of- the combined demends of individuel
consumers, of .business firms, end of the government It includes demand
«for consumers! goods (perishsoles, semi-durables, and durables) and for
Producetrs?! "or cepital gdods. - Tke demand, for goods eand services by the
»government 18 not necessarily limited by the current size of government
revénues; .1t cen obtain credlt .- es-can business end consumers to a
lesser extent, Except for these purchases with credit, hovever, market
demand depends on (1) whether consumers end businessmen "heve enough
money to purchase the goods and services produced, and (2) whether they

Jare willing
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are willing to spend, or to invest in business assets.

l9. /Instability of market demand in most free economies has resulted
from & complex set of factors, Among these factors are high standardg
-of living (charaoterizei by e substential proportion of postponable
éxpenditures in consumsrs® budgets), heavy investment in durable capiteal
goods ‘end inventories (the demand for which is reddily postponable when
business confidence waters), a credit system which hgs megnified the
effects of waves of opbimism and pessimism; tex systems which have failed
to offset, end have of'ten intensified, the fluctnetlons in disposable.
income (efter texeg) ; thﬁ impact of governmental @isxruption of establisghed
chennels of trade;.and the results of erroneous invegtment. On the basis
of our present kmowledge, we have mo reason tc snticipate that, if the
‘casual or systematic unemployment due to "these specific ceuses, could be
removed; there would reméin any problem of general non-cyclical
unemployment.

‘(a) High sterndards of living

Each femily determines, within its means, vhat it wents to spend,
vhen’ 1t wants to spend 1t, and whet it wants to dbuy, The higher
the stendard of living, the morse money esch femlly has beyond the
requirements of its basic needs, the greatér ere the purcheses
which- it can defer, This postponément of buying reduces demand

at the onset of receasion, while exceptionally heavy buying in good
times  aggravetes the boom, The higher the stendard of living, the
greater is the instabllity,

(b) Tnvestment in capltal goods

Business expenditures are even -amore postponable then consumer
expenditures, Modern competifion requires that a constently
Increasing volume of business spending go into capital goods - inbo
buildings, industrial machinexry; office and store equipment, end
-into inventoriee - to penmit low~-cost production and to provide the
conveniences which the buyer expects.« Continued investment in
cepital goods of this characfer is as indispensable to the.
maintenance of employment as is spending for consumer gooda.,
Investment is made possible primarily through savings of individuals
end business firms, Only as savers are induced to' invest do their
savings find thelr way into the stream of expenditures, PBusiness
men cen afford to-increase thelr holdings of these capital goods
only vhen the actual or anticipated volums of consumption demand
promiges & reessoneble. profit on the added investment, These
purchases are postponeble; and when profit prospects are dreary,
they often are postponed even though emple cash reserves are
availebls, This unwillingness to spend, like the unvillingness of
.consumers to spend, ceuses a cumulative curtailment of. demand,
production end employment which spreads rapidly throughout the
economy and generates an inability to spend For lack of income,
Further, investors (i.,e. those who apply saved funds to the creation
of capital goods, mey meke mistekes. Each such misteke ilnvolving
loss of capital and disemployment of labour, is a deflationary
influence in the economy,

(c) Credit
S ————_——
Whether money is "easy" or "tight" -~ vhether credit is obtainable

/generally
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generally at a low or a high rate of interest, or mot at all - is
determined (1) by policy-decisions in the public treasury, in the
central banking system, and in other government agenciles; (2) by

the actiors of public supervisory authorities; amd (3) by the
numerpus decisions made by individuel bankers and others who grant
crediv in the light of their appraisal of the business outlook,
These declsions at times have an all-pervasive and crucial influence
on business activity. In gemeral their net effect has been to make
,oredit more easily available in prosperity and less easily available
in depression, thus widening the periodic swings in merket demand.

s

(d) Texes

Whep taxes reach too high a level they place the whole enterprise
system 41 Jeopardy., The influence of taxes on the stability of
_incemes, and hence on.the stability of demand end employment, takes
on vev importance with évery increase .in the percentage of total
national income ebsorbed by taxes, When taxes take only a small
percentage of total nabionsl income, they are probably a factor of
minor importznce, With expenditures in the postwar period reaching
levols that may vequire =g much es fifteen to twenty per cent or
moxep of the naticnal fewamk, ¥%he Fhiucture of the tax system and the
amoust end timing of tax cylieotiens become factors of primary
impartance, By collecting too little in taxes in perlods of
Progperity and too much in periods of depression, the tax system
opgraﬁes to irntenslfy booms and to deepen depresglom,

(e) foreiéh_Tréde

No'ecanomy cam, in prsctice, be radically isolated from the rest

of the world. Therefore, econcmic instebility im any country may
be either the causé or the. effect of instability in the rest of the
vorld, Ar independent source of instability -arises from losing
foreign markets om short notice, or without.warning, because of
restrictions adopted by foreign ceuntries, Loaing forelgn sources
of supply because of export restrictions abroead .are a less common
but yossible source of inetability, The use of state trading
ronopolios and trade yestrictions Tor political purposes creates

& special hazard because of the unpredictability of the chenges in
poliey. ' .

20,' Thosa major sources of instability operate through the declsiona
of numerous consumers and busipessmen, The confidence of individuals in
the continuity of their income end the confidence of. businessmen 1in the
prospects of a profit are egsential to the maintenance of econdmic
gtebilivy. Thesse influences must be recognized in the foxmulation of

e posltive pelicy aiming at high produetive employment, Such a policy
~mumst aleg teke agcount of maladjustmerits -inn production, prices, weges,
and -othpr unstebilizing influences .that pley a perb in creating or
_aggravabirg busiriess Pluctuetions., Recngpition, must-algo be given to
the fact that a balarced end productive economy créates wyithout inflation
+1ts own purchasing pover, - )

HOW TO ENEANCE DYNAMISM AND MINIMIZE INSTABILITY.
I. Responsibilities nf Private Groups
21, There 1s no simple formula for maximizing productive employment in

/e free
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a free society. Nelther by plemning, nor by public regulations, nor by
public spepding, mor by monetayry policy, ror by government. taxation and
expenditures, ror by any series of uncorordinated prescriptions for each
“segment of the economy, cen economic fluctuations be controlled or kigh
Droductive employment be maintained But through meny co-ordinated
policies, deslgned to preserve a proper balance in the economy end to
stimulete expansiom, the employment goals of free men mey be reached,

22, The mnecessary co-ordination of policy.and unity of purpose depend
upon the constructive support of all participants throughout the economy,
All have a vital interest in the results that can accrue from their Joint
efforts, If the separate and’ Joint ‘interests of labour, agriculture and
business, end of the public are to be maximized, 1t cannot be at the
expense of each gther, but must come from their working together
purposefully to meximize employment and production in a free economy,
The ‘Yespopsibility for maintaining high levels of employment emd
productisy rests ou no one group or agency, but on all together - jJob-
seekers, Job-holders, employers, union officials, government and the
rgeneral public, By thelr action they fulfill their responsibility or
they Jeopardize the efforts of others, The efforts to moderate business
fluctuations emd to maximize employment can be successful only if all
groups geparately and Jointly promote the necessary conditicns and
policles in the comion interest of all, This is the chellenga to

" business, 1abour, agriculture, goverrment and the general public, as
groups ‘erd ag individuals,

23, The first obligation of husiness men, in promoting productive
employment is to operate their businesses efficiently and profitabdly,
Employers can meke importent contributions to employment by -cultivating.
the potentialities of theiy employees, by providing facilities and
training to -lpcreage the productivity of Workers, by. constant research
to improve products end methods and to find new products and services,
They should regularize employment to the greatest extent possible. By
spresding ‘pogtponable expendituree for maintenance and improvements more
- evenly over the cycle, or by meking them more lergely in depression
periods, ‘they cen exercise a stabilizing influence on employment and.
incomes, ' Rising stendards of 1living should be & constant goel, sinee
they permit exparding markets for the products of business. Businessmen
nmust expgoet to pass cn a substantial part of the savings flowing from

" higher productlivity in the form of lower prices and higher weges. This
"is in the interest of business as a whole, Buainessmen must be prepared
to offer azd support copstructive proposels for the attainment of high
levele of employment and production.

24, Workers and union officials, directly concerned with high wages

" and lower priceg, promote their own,interest by giving a fair dey's

vork for a fair day's pay, by expanding production, and by promoting
efficieney, upen which high vages, lov prices end an improved stendard
of living depepd. Increased output per worker, through improved
technology, is- ossential to & steady rise in reasl wages, . By far the
greatest real gains to labour have come from increasing the size of the
total pie to he shared,

25, Both employers and unicn officials, in pursuit of this common goal
gensrally profii in the lowg yun Ly.orposiug restrictive policles that
lowexr output ard raise coshs, Taking e long vrev of self-Iinterest 1s,
An fact, & fireb step toward harmonizing objectiyves which, on the

/surface
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'surfaoe, often- appear Yo elash; . To the exbtent that long-run group
interests. convergd on high employment and high - productivity, Shey
coinclde’ with “the interests-of the community ‘as &' vhole,

25. This unity of long-teym" interests emphasizes ths mneed for.restraint
.on the part of individuals and grou s tempted to turm to government for
special favours or alleviation of short-term difficulties, Artificial
price maintenance; restrictive -trade and labour praotices, subsidies
tariffs or quotas for particuler aoups;. and other impairments of
competitive markets generslly operate counter to the public interest, and
in thé long run, counter to the interests-of the class of- -vhich the self-
_serving individual or group is a member, Moreover, they place the free
enterprise system in Jeopardy,

27, There are substantial contributions that business can make toward
thé solution of the employment problem by courasgeous plenning for
expansion and for more regularized -employment. Research on the problem
of meximizing employment hag ‘scarcely begun, despite the critical need,
Only by competent research can we discover dependable methods of dealing
with the problem as it gpplies to given firms, given industries, and as
1t relates to the whole economy, TFrom labour and agriculture important
contributions must also come, These private groups, ecting*individuelly
or jointly, camnnot, however, maintpin ebundant employment by their own
unaided. efforts,

Responsibility of Government

28, Only central government acting in the name of the whole people, has
the means to execute some of the policies needed to maintain High levels
of employment. . There are some things the government cannot do, however,
It cemnot, for exemple, fulfill a guaranted of "jobs for-all" and at the
_8ame time preserve individual freedom, But-it ¢an do much to co-ordinate
end foster policies for the expension end stabilization of pro&uctive
,employment It is a primery function of govermment to’ promote conditions
.under uhich free labour.and free business can work together efficiently

" for the general good. of ‘all,

:29. The criterie against which such policies should be.measured should ’
include the effect, upon the charecter, capabilities and opportunities

,,,,,

'happiness end their future effectiveness end well-being.

”3Q, What public ‘policies should be. Postered can.be. answered-only
~pertially now., Some ‘things we know, and this knowledge -we car ‘apply.
About some aspects ‘of the problem we-know little, end the first step is
to. condupt research that may yield a better understenuing end guidence
in the, formulation of public policy. Such research needs ‘to- be
undertaken by goveinment. and by ell other groups, including business,
labour, and especially by oqur independent research institutions. end
universities. In the-light of present knowledge, the following policles
'must Ye regarded ag" essential :meagures for government ‘to take.‘ We filrst
consider policies for promoting & dynamic, healthy ecoromy

31. Encoursgement of privebe enterprise. If. adequate employment is to
‘be créeted, privete enterprise -must..create most of. it, Policies of
government antagonistic~end:destructive*tpwprivate‘enterprise eat Into

/the economic
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the economic’febric with wasteful conseguences. The first esgential of
public policy:is that. it be constructive and :subservient. only to the common
good, thet 1t be encouraging 'to bilsiness Irithout” favouring bus*ness

a8 against other sectors. of the economy, and that 1t facilitate expansion
énd employment in business’ without ‘the interference-of conflicting
‘pqlicies “that undermine. the results intended

32 Planning for eompetition. Competition ameng-: rivals bo” serve the
jpublic gtimulases end regulates business. " An, important responsibility

of government is:to foster competition emong those who strive to serve the -
pbople®s wants, When business and lzbour, as:well, as .government, have
plenned to combat depression, they have t00.often directed their

plenning ageinst competition by seeking exemption frdm Anti~Trust laws

by price maintenance schemes, .freezing of trade practices, and similar
measgiftes, -We need a re-examination of the various ways in which
competiticn is now infringed by possible -abuses - of patents, international
‘cartels, and monopolistic practices’such as combinations in restraint

‘of trade on the part of both business and- l2bour. Ve need also a

thorough study- of how competition attually functions, vhat 1t can and
"cannot do ‘tbd mitigate depressions, and how 1ts action in this respect

1g obstructed; together with careful consideration of alternative forms

of competition and. alternatives to competition., Out of this investigation
ghould come realistic policies for dealing with monopolistic practices, for
extending the area of effective competition, and for promotirg stability
in ways that will supplement competition end not restrain or extinguish
it, Im particular, this should encourege end facllitate the entry of
hew businesses, opportunities for the self-employed, end the expansion
of existing businesses” wherever thare are opportunities for increased
production and employment. "The constant emergence of new businesses 1s
an essential characteristic of the’ spirit of privete, enterprise, they
provide one-of the mationts’ greatest laboratories for rew ideas and
_new products; ' they promote, flexibility and competition in our economy
and give ‘scope for the individualls talentd &nd ebilitiez, They are
emong the most. effective instruments for developing self-reliance and
resourcefulness,

’

33, Alds to bueiness, .A number of beneficlal aids may properly be
supplied by government, The first is to remove heampering obastacles

to trade interferences with, normal business- practices, 4nd impediments
that stand in the way of new ventures, unless these obstructions are found
to be required in ‘the public interest. Special aid in the form of data
on economic conditions and trends &zre more and more needed for the
information of manegement, Improved labour exchanges and better
"information concerning aveilable employment ‘are desireble in order
that Jobs ‘seeking men and mer seeking Jobs ‘mey be dbrought together
more promptly, ‘Tae dissemination of information esbout markets,
standards, and improved business technics are services needed by many
 flrme,

3k, The tax structure.  Texes. exert a maJor influence on incentives

~to gpénd 'and to assume business risks, If we, are %o have. high -

employmerit, greater conglderation. muet be glven, to the impact of

taxes on business expansion, It is 2 mistaken notion that taxes

on business &re paid.by business,. Business collacts taxes; buy they

are paid by the people.- consumers, ‘workerg, and- investors. It is poor
ieconomy to impose tax burdens that dilséourege extra exertion, end the
crsative, inventive snd enterprising forces that bvipg abont the expansive
of production, employment eand taxable income. In general, excessive

tax burdens on risk~taking should be lifted, excises which limit

/consumption
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consurmpbion should be kept to a minimum, and personal income taxes should
be placed on & broad and equitable basis,

35+ Public services. Programmes to improve health, education and the
welfare of the people must be pursued to provide the moximum opporbtunities
for the growth and development of the people, Ko asset of the nation is
more lmportant than ity people. Only by cultivating their capacities

can thelr wellebeing be assured, end only in that wey cen modern economies
be operated so as to yleld.the results desired by the poople.

35. International policy., Internal eccnomic policies cennot be divorced
from the conditions of the world scoromy., No country cen long remaln
proaperous and safe in a world of distresgsed nations, National policies
which herm other nations have repercussions at home end must give wey to
mutually beneficlal measures. Intermational policles designed to preserve
peace are the first requisite of worid prosperiiy. A progrsmme to reduce
artificial barriers to trade betveen nations -~ whether they teke the form
of tariffs, import quotas, subsidies, or restrictive business agreements -
shouid be undertaken and multileteral trade should be encouraged in the
interest of domestic prosperity. Restrictive exchange practices should
be eliminated. Intermational movements of crpital should be governed,
insofer as possible, by eccnomic rather than political considerations,

The wartime tendency to meke internationel trade a state function is
incompatible with free economies, end measures should be teken to
re-establish opportunity for the private treader,

International Development Loens

37. The low average productivity of meny regions of the earth condemns
their populations to & peinfully slow rete of caepital accumulation, These
populationsg can be aided in their struggles towards higher levels of
output and therefore of ccnsumption by an influx of capitel froum more
fortunate communities, .Such an influx is not assistence in any derogatory
or chariteble sense, because there is a mutuality of interest - the
borrowers gain in the development of their resources, end the lenders
gain in the growth of new outlets, Siace, however, under contemporary
circumstances, privete cepital mey be unwilling to venture itse’f abroad
in undeveloped arsas, 1t 1s essential that the potential lenders®
governments should teke active steps to encourage the necessary flov,

38. Measures to minimize economic fluctuations., The foregoing statements
relate to the problem of fostering a dynemic, healthy econcey that may
function effectively, But in order to maintein continuous kigh
employment in free economies, steps must also be teken to overcome the
dengerously wide fluctuations in merket demend, Through the co-ordination
of texation, public expenditures, public works, monetary policy, and
foreign economic policy, govermment has the pover to influence
substantially the volume of spemding, the confidence of individuals end
businesemen, end the overall volume of productilon and employment.

39. Tarvation, Taxation offers a direct meens of influencing spending

so ag to counteract both inflation and defletion, One proposal that
varrents careful study is that as a basic principle of tox palicy, tex
retes should be set to balence the budget in a period of normal prosperity
end left without chcnge, The rates would be set so that, over the cycle,
agaregate recelpts would exceed aggregeate expenditgres. Unéer this
proposal in prosperous years a svbstantial surplus of receipta over

/expenditures
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exreriitures should result, In years of depresalon, & deficit woqu
occur, The efféct would be to tuke purchasing power awy from pcople

. Quring inflationary periods when they are inclined to spend too much, ead
to leave purchasing power with them during dull periods when.thoy- hove
toc little to spend., In this W@J, gpending could be influenced dirvectly,
andl aubomatically, aud in such a wey e3 to moderate the wide cyclical
flqr-tuatiozls in market demand,

40, Soe &l Secupity Poymenta. A system of social seourity wkich offers
pYOLer: uion o the peupde against the hazards of unemployment sad old sge
nay contyipute inportapily to egonomic and social stebility. The payments
Under gocial security exert a counter-cyclical stebilizing influence in
thay they tend to dscrease in perivdz of prosperity end teid to lncrense
in peviods of depression, thereby cushioning the fall ix incomes &nd
mavket domend. Forther, the protection they give egaipst the complete
lowg of incoms funﬁiahes a bulvark against ill-conmsidered poliaisa

Emvwing out of feayr and’ deat*tution. Uaemployment compensation, rether
thap relief payments or "mede work" s 8hould be thc besic method of providing
for thnse temporarily uneawployed. The peyments shonld be subject to the
vork test and should never ne such as to meke unsmployment attractive.

4., Public works, Public wofks estxtt be relied upon, either solely ox
gwkﬁhminJy, to mniﬂt&ln high productive employment, The volume of ugeful
23 well-conceived projects that is also ‘poctponable is far too limited
&4 the opportunity for prompt expension and prompts contractiom is far
oo meegre, to pernit public works to be used as ar zdequate or fcasible
ipsns of stabilluing chenges In emnlOJmevt However, public worke cen
he used offectively as 2 means .of approach toward a more realistic
tbjcetive - the stibilization of the copstruction end rolated industries;
&nd, thoy constitute en lmportent elemert of eny co-ordinated progreuse

%o mininize the fluctustions of business in genersl, For this purpose
Whlic zgencles should develop to the blue print stezge a progremme of
yseful, postponeble public works, both light and hecvy, They should thea
ferrigo moans to initiate such projects promptly when business slaclkens
&ad to slow them down or to stop them without -serious waste when business
beromes active. Ounly by careful tlming cani such-projects havo thsir full
a8ffect on total ampJoyment

ka' Mepetary policy. The adequecy of existing policiss affecting money
a4 credit needs re-examination in the light of posvar conditiona. Some
wey must be found to prevent. the ovér-expansion of crelit in boom pariods
end to fasilitate lerdinU in periods of recession’ vhen credit is ussdad.
the dampeuing of inflationary pressurées.in hooms end the promoting of
Arpanision in depre 31ons cex become -a constructive stubilizing influsice,

h3; Toreizgn economic policyu Fational policies siming ‘2t the maintenaros
of ewployment cem result in dmport restricticns thet create unemployment
elaowhore, apd in high-pressure subsidized experts thet disrupt trede
chrozd, Both policies are disturbing to the ecynomic steblility of other
_Gountries‘ Accordingly, it is esgential, in the iuterest of good
Inberpatiorel relations and of economic stabl ity £t home end abroad, thet
sems krind of intérmational commitment should 1limlt the unilateral rever
of individual national governments to disrupt the trade end stabilify of
tithors. It should be the responsibility of every wnatiaral gcvermment to
stend by euch an international commitment. and .aceept, in the intarest of
Ixwuperity for 211 nstdons, this kind of limitation. an e freeiom. of

1tg ratienal. satdos.
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