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Preface

The primary goal of the ILO is to contribute, wittember States, to achieve full and
productive employment and decent work for all, inithg women and young people, a goal
embedded in the ILO Declaration 2008 ®acial Justice for a Fair Globalizatign and
which has now been widely adopted by the intermaticommunity.

In order to support member States and the socrahgra to reach the goal, the ILO
pursues a Decent Work Agenda which comprises faterrelated areas: Respect for
fundamental worker’s rights and international labstandards, employment promotion,
social protection and social dialogue. Explanatiohthis integrated approach and related
challenges are contained in a number of key doctsnanthose explaining and elaborating
the concept of decent wofkn the Employment Policy Convention, 1964 (No.Y12thd in
the Global Employment Agenda.

The Global Employment Agenda was developed by th® through tripartite
consensus of its Governing Body's Employment andigbd?olicy Committee. Since its
adoption in 2003 it has been further articulated amade more operational and today it
constitutes the basic framework through which th® pursues the objective of placing
employment at the centre of economic and sociatipst

The Employment Sector is fully engaged in the impatation of the Global
Employment Agenda, and is doing so through a lasg@e of technical support and
capacity building activities, advisory services gulicy research. As part of its research
and publications programme, the Employment Sectomptes knowledge-generation
around key policy issues and topics conforming e tore elements of the Global
Employment Agenda and the Decent Work Agenda. Téwtad8s publications consist of
books, monographs, working papers, employment tepmd policy briefé.

The Employment Working Papeseries is designed to disseminate the main firsding
of research initiatives undertaken by the varioepadtments and programmes of the
Sector. The working papers are intended to enceueaxghange of ideas and to stimulate
debate. The views expressed are the responsibflitie author(s) and do not necessarily
represent those of the ILO.

José Manuel Salazar-Xirinachs
Executive Director
Employment Sector

! See http://www.ilo.org/public/english/bureau/dgmichload/dg_announce_en.pdf

2 See the successive Reports of the Director-Genergtie International Labour Conferend®ecent work
(1999);Reducing the decent work deficit: A global challe(®201);Working out of povert{2003).

3 See http://www.ilo.org/gea. And in particular: Ilementing the Global Employment Agenda: Employment
strategies in support of decent work, “Vision” downt, ILO, 2006.

4 See http://www.ilo.org/lemployment.






Foreword

The world has been there before. In this workiages, the author, Rod Mamudi, a
historian who interned in the Department in the 8wmof 2009, concerns himself with a
global economic crisis of an earlier era — thathef 1930s, famously commencing with the
stock market crash of 1929. As in the present ttay,|LO concerned itself extensively
with analysis of the crisis, its impacts on labooarkets, and the search for solutions.
Proof of this resides in a spate of articles oVver years appearing in the International
Labour Review. The author studied several dozérieese. On the one hand, he finds
remarkable parallels with the present day and agle birth of Keynesianism in the
1930s, for example, is not unlike the extraordinfisgal stimulus efforts that many
governments have undertaken today. Concern fouareenployed and a rising interest in
social protection systems are also not unlike weafare witnessing in many countries in
2009. “Public works”, investments in infrastru@uvere prominent in the 1930s, as they
are today. Finally, the tone of the academic debatong economists as to the origin of
the crisis and what to do about it, their disagret® over how much “market” and how
much “state” ring true today.

Mr. Mamudi's review illuminates an important chapitethe history of the ILO. It is
also something of a tribute to the ILO. It shovi, example, how the principles that
would come to be known as Keynesianism were pragidiscussed in the articles of the
Review. It clearly highlights the ILO’s abidingroern with the human cost of economic
crises.

Duncan Campbell

Director,

Economic and Labour Market
Analysis Department
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Introduction

The economist, like every one else, must concermiigelf with the ultimate aims of man.

Alfred MarshallPrinciples of Economics

In this essay | intend to produce a succinct biit dacount of thelnternational
Labour ReviewSvarious responses to the economic Depressioreaf@80s. The period |
shall be covering ranges from 1931, when the chsigan to be recognised as a prolonged
and international phenomenon, and 1938, when, astoother things, a relatively
improved situation and rearmament began drawingattention of theReview and its
authors, elsewhere. | have selected articles thheremake explicit reference to the
Depression, or else that deal directly with nati@ral international policies to manage the
Depression.

At its height, in the richest nations of the worlde Depression had laid idle one in
four workers. Banks collapsed, currencies ran, strguceased. | shall begin with the
general effects of the Depression, so as to prasddee sketch of the scale and movements
of the collapse in demand that debilitated econoadtivity so thoroughly. The social
dimensions of economic crisis are highlighted inuanber of articles, and cover topics
from migration to housing to nutrition.

Finding ways to restore, and secure, prosperitainecthe ultimate aim of the journal.
The main policy proposals were: managing workingirep providing unemployment
insurance; managing wages; the provision of publirks; and the development of
international cooperation, for establishing a cehermonetary policy, as well as for
broader purposes. The 1932 International Labourfé&ence passed a special Resolution
on the crisis prioritising the implementation oftioaal public works schemes. This policy
is the most extensively covered. Analyses of cartuirgovernmental efforts to manage the
crisis form the empirical basis of tiReview’'swork, and national remedies are reviewed in
series: wage management measures, for instanog, ta@nsidered in turn in New Zealand,
Australia, Germany and the United Kingdom, allowbwth for comparative studies and a
fuller understanding of particular national coratiis.

Finally, having traced the debates surroundingcgofpiroposals, | will look at the
causal explanations of the Depression. By the €EB0s it was clear that the economic
situation as was did not fit in with the normal rahthe business cycle. Technological
advancement, the failure of the gold standard,etranions, even the wealth of society
itself, all feature in the various efforts to unstand what had caused the economic
meltdown.

These are the topics, invoking a rapidly evolviogaeption of the role of the state in
economic management, which will form the basis li§ treview. | shall now turn to
extrapolating on the work described above.

5 The Journal of the International Labour Organaratias mandated by the Treaty of Versailles, art889,
paragraph 4: ‘The International Labour Organizatiaili edit and publish...a periodical paper dealinghw
problems of industry and employment of internatlonterest’ (Special Article, 1921: 3).

Through the period | will be looking at the jourmeads published on a monthly basis.



1929

Effects

Today, popular analyses of the Depression of tH&049Will typically make some
mention of the financial crash that took place iewNYork in the autumn of 1929. The
Reviewis not so concerned. Or rather, it wasn't.

Mention of the stock market crash is rare. A sunynzdirthe 1931 British Committee
on Finance and Industry’s account of the causatepfession makes reference to ‘violent
changes in speculative activity in New York anceelsere’ (Martin, 1931a: 361). This is
seventh on a list of factors. My purpose here is @@ exposition upon the role, or
otherwise, of the crash in the Depression. As JKbi@ah put it, ‘in assessing the causes of
depression none is more intractable than the redpdty to be assigned to the stock
market crash’ (Galbraith, 1954: 186). In anothenoeent in theReviewiH Flamm sees the
crash as a consequence of the increasing unemphbyofethe preceding summer,
betraying the boom as unsound and shaking thed&gpeculators (always ‘speculators’ at
this time, never ‘investors’). In explaining thengeal absence of the crash frédeview
notice however it may help to note that many ofaigsl views on the scope and range of
the crash were in fact forged in the course ofotheyoing depression that characterised the
world economy of the 1930s. In the US 1929 rematheoughout the 1930s a benchmark
of peak growth and productivity. The dollar valuepooduction did not surpass the 1929
level until 1941 (BEA, 2009). Moreover, this new ndynic, the reality of a low-
employment equilibrium, and its fallout, rapidlydaene forReviewcontributors a more
urgent subject for analysis.

Hardly a scaffold was raised, hardly a hammer was éward.

Harold Ickes,
Secretary of the United States Department of tteribr,
‘Public Works in the United States of America’

By the early 1930s it had become evident that tomemic depression the world was
experiencing transcended prior experience of ttenless cycle. The dramatic shrinking of
economic activity over several years running igstitated in numerous articles, as well as
the journal’'s monthly ‘Employment and Unemploymé&étistics’. Nor is unemployment
taken as a purely economic situation: its socialtext is charted too, taking in various
analyses of women’s employment, youth employmentgration patterns, the
consequences for health, and housing issues.

The downturn and subsequent Depression was ndfamrexperience. The dramatic
collapse in the US, for instance, was not repldaeross borders. For other countries the
economic decline was not a particularly new phermameeither: in Britain for instance, the
post-war 1920-1922 slump, as a movement in grogsedtic product (GDP), was worse
than anything the country experienced in the 148BINA, 2000). But for all the variation
across States, the global economy in the peridbdeogarly 1930s was marked by dramatic
downward movements of demand, trade, prices andogmpnt.

The 1932/3 figure for combined unemployment in Berand North America is taken
at 25 million in ‘round figures’, with roughly hakach side of the Atlantic (Woytinsky,
1932: 2). The workforce of the US at this time nendadl less than 50 million (Ickes, 1937:
778). This movement is distinguished from technicalemployment — the loss of
employment to machine production and technologichlancements — by the concurrent
drop in production: at the beginning of 1933, ‘thdex of production in the chief industrial
countries, already abnormally low, has fallen om diverage some 10-15 per cent. Below
the 1931 level' (Martin & Riches, 1933: 26). Whaksgold prices had become similarly



depressed. Trade barriers exacerbated the situdii@nindex of the value of international
trade was down 34 per cent in the first six momth$932 against the corresponding period
of the previous year. This was on top of year-oarygeclines of 28 per cent between 1931
and 1930, and 19 per cent between 1930 and 1929)(Ib

Prices also dropped. To take two of the largesheewes, wholesale prices at their
1927 value fell 22.9 per cent in the United Kingdbetween 1929 and 1931; whilst in the
United States commodity prices fell 23 per centhie same period. Again against 1927
figures, net profits in the US fell 111 per centvieen 1929 and 1931 (Martin, 1932: 222).
This gives us some idea of the boom that precduedrisis: profits in 1929 had been 144
per cent of the 1927 figure. Referencing the US Menmge Department’s Bureau of
Economic Analysis statistics (BEA, 2009), US GDPconstant 2000 dollars shrunk by
26.55 per cent between 1929 and 1933; and by &6&qnt in the first of those three years
alone. In current dollars the 1929-1933 shrinkaggistered at 45.56 per cent, further
demonstrating the collapse in prices. Recovery légan 1933 on, and GDP was back at
its 1929 constant-dollar value by 1936, but shr8@#6 per cent (6.31 per cent by current-
dollar figures) for 1938 following a drop off in gutuction late 1937. Current-dollar value
production would not surpass the 1929 figure ur@d1l (BEA, 2009).

Employment figuresfor the US demonstrate this broad ‘w’ shape. Géiom 8.2 per
cent to 14.5 per cent between 1929 and 1930, é& stsadily to peak in 1933 at 24.3 per
cent. From here there was a steady decline tofddl.gent in 1937, only to jump again the
following year to 15.3 per cent, from where it doed again the year after that. The United
Kingdom follows a similar pattern, peaking at 2pdr cent in 1933, dropping to 10.5 per
cent in 1937, and rising again in 1938 to 12.6 qgemt. Of the other major economies,
France does not begin a recovery until 1937, prymptgo into reverse the following year.
Germany and Japan, both adopting major rearmamegtgmmes earlier than the other
nations, both witnessed a steady drop in unemplayntiee German figure going from 30.1
per cent in 1932 to 2.1 per cent in 1938. To take dther countries that feature heavily in
the Reviewat this time, Swedish unemployment peaked at p&r7cent again in 1933,
followed by a steady reduction, with only a minocriease in 1938 to 11.8 per cent. Poland
peaked later, in 1935, giving the figure at 16.7 gant, before it began a slow recovery. As
might be expected, the missing summer figures &afl in the December 1939 ‘Statistics
of Unemployment’ did not make it to the followingsiie. The country had been invaded by
both German forces and the Red Army in the coufrSeptember.

The Reviewalso takes a closer look at various groups withinunemployed, notably
looking at the effects of the Depression on womahthe young. Women’s unemployment
is looked at in particular in two pieces by Margteefhibert, ‘Economic Depression and
the Unemployment of Women’ (1933), a study in tvaote, and ‘Rationalisation and the
Employment and Wages of Women in Germany’ (1934),Jbdith Grunfeld. Thibert
begins by arguing against the charge that incrgalewels of women’s employment is
responsible for disturbing labour market equilibmiuthe charge gaining currency by way
of the economic fallout. Even in the case of thestmapid recorded increase, ‘Germany,
where women’s employment has steadily risen botbreeand after the war [1895:25 per
cent; 1907:30.5 per cent; 1925:35.6 per centEaitnot be claimed that an increase of 5.1
per cent of women working between 1907 and 1922,4per cent of the total population,

® Employment figures were collated in different wéysdifferent governments, some using union retusnme
registration rates, other benefit claimant figurésis makes international comparison tricky. Stitley serve
well to illustrate the movement of unemploymenthiit a given country, and figures and trends across
countries are indeed often similar. These figuresadl collected from the journal’'s monthly ‘Emplognt and
Unemployment Statistics’ section, and principattyni the December 1939 edition.



could account for the 19 per cent unemploymentnegestered by February 1932 (Thibert,
1933: 449).

The article goes on to highlight prejudiced atti#sido women’s employment brought
out in legislation by the Depression. With the anluction of the Anomalies Act in Great
Britain on 3 October 1931 ‘there was at once ameggble drop in the curve of women'’s
unemployment’ (Ibid.: 459). The argument of the Aws that the curve was sustained
artificially high by numbers of women dismissednfremployment upon marriage ‘— a
practice common in certain branches of British stdu—' (Ibid.) and was premised on the
assumption that these women then registered asployged without any intention to seek
further work. Thus,

‘as a result of an administrative reform which el no effect at all on the actual
situation, unemployment among insured women, winak formerly only slightly lower than
that among men [20 per cent to 23.9 per cent infits¢ quarter, 1931], now shows a
considerable difference [13.8 per cent to 23.6¢ceet in the final quarter]’ (Ibid.).

Concerns over the effects of Depression on youdmmhoyment are highlighted in
the Reviewin a series of country studies, taking in Britddmland and Australia, as well as
an overall survey. In the eloquence of Henri Fushilst the frustrations and indignation of
a few ‘will lead them to claim social improvemerisd the necessary reforms’, too often
the young will be ‘rather discouraged by the fadlof life to keep its promises: they lose all
will-power, all inclination to work...and it is thislamage to character that must be
seriously resisted’ (Fuss, 1935: 650-651). His wiates an ILO estimate of world youth
unemployment (the youth age range typically beide3, depending on school-leaving
age legislation) at some ‘six million’ (Ibid.: 651)n Poland, juvenile workers were
declining as a percentage of the employed workfdroen 6 at the end of January 1931 to
2.2 three years later. This does not seem to berbaduct of any especially progressive
thought in this direction (Rosner, 1935: 514).

In Britain D. Christie Tait notes that youth unemphent was not necessarily higher
than the average level and indeed often much Id@éristie Tait, 1935: 166). Again
however, there is concern for the demoralisatidecef There is further the fear that
Depression combined with mechanisation was creatimgprogressive, or ‘blind-alley’
jobs, that can be easily filled by juveniles, ‘esp#y girls’ (Ibid.: 169). Not only does this
exacerbate the unemployment problem, but the jlegaire learning neither skill nor trade
as regards their own futures. Beyond this thewmi@her concern still that Fuss brings up
in his piece, around the dangers of ‘special empkt centres’. ‘There is in the first place
the danger of militarisation of youth outside tlwrmal military organisation of a country.’
Then again, ‘some countries do not attempt to cainttee fact that they use the labour
camps for preparatory military training’ (Fuss, $9%61). In 1932 Germany’s recorded
unemployment rate stood at 30.1 per cent. By 18®8Nazi regime recorded the rate at 2.1
per cent, the same year in which the regime anneatdAustria and Czechoslovakia.

The loss of employment typically necessitates daach for new employment, and EP
Neale’s work in theReviewtakes this aspect to an international level. Héovis the
prevailing scholarship as identifying a shift ire tmid-nineteenth century, when the draw of
economic opportunities overseas became the majolt;, ‘factor in emigration, as oppose
to pre-mid-century when issues of religious or tdi persecution had been greater,
‘push’, determinants. He then goes on, howeveustoa series of examples to demonstrate

" An ILO man, like many other of the contributorstt® journal at this time, including Percival MartD
Christie Tait, and EJ Riches.



how still into the twentieth century conditionstire country of departure could be decisive
in emigration movements. In 1890 and 1891 Italy Angentina were both in depression,
yet they were both years of re-emigration to Itdhepartures figures from South Africa
swelled in 1907 and 1908, though both were yearsa#ssion in South Africa and Europe
(Neale, 1932: 821). Neale argues that this is dutheé nature of ‘new’ countries, where
recent and hence less-settled émigrés will be pedp move again in the absence of
sufficient economic opportunity. Extending thisdimf argument highlighted a potential
danger to new, and less populous, countries, aslenbbdies of labour could leave the
market and potentially hamper subsequent econaoavery.

Underpinning all of this research is the fundamieistaie of human cost: the suffering
and deprivation that typically accompanied the ilitslio secure gainful employment. The
ILO’s own Dr R Paula Lopes constructs a comprehenstudy of this in her 1934 piece
‘The Economic Depression and Public Health’. Splib three sections: clothing; housing;
and nutrition; it is a thorough survey. Some vigeetfrom the piece will suffice here for
illustrative purposes.

In the US the National Federation of Settlementsibthat of 150 families covered,
‘41 had insufficient clothing — which meant in margses no winter clothing at all.” Of 432
families covered by an enquiry by the Polish luétfor Social Problems, ‘131 families
had only the clothes they stood up in’ (Paula Lodeé34: 785). In terms of housing,
evictions in New York increased by over 50 per cbetween November 1930 and
November 1931, and this in a city where ‘accordingexperts themselves, the housing
conditions of a large section of the poorer classa® even more deplorable than anything
to be found in European cities’ (Méquet, 1933 :-1J0In Belgium a Solvay Institute
survey in 1934 found that for more than half thaifees queried rent now accounted for 20
— 50.7 per cent of total expenditure, whereas 989the percentage was only 10.7 for the
poorest class of workers in employment’ (Paula Ispi®©34: 789).

As resources dwindled through prolonged unemploymtre cost of housing —
elemental protection — demanded sacrifices in adirections, including, inevitably, food.
Doctors in Hamburg and Berlin examining 4,500 afeiidof the unemployed ‘found that
they fell appreciably short of the normal weightddmeight, especially in Berlin’ (Ibid.:
794). In Massachusetts, the Department for Heailtlthildren under school age found an
increase in underfeeding from 11 per cent in 19&¥ 928 to 19 per cent by 1932 (Ibid.:
799). The net effect is not just a decline in voadlng, but a seeming increase in disease.
The author is unconvinced by the wisdom that themyioyed’s opportunity to ‘spend
much time resting or living in the open air ougbtprotect them against disease’ (lbid.:
801), and looks further at income changes and thibiglity rate (the incidence of disease
and sickness) in the US cities of Birmingham, Dietamd Pittsburgh between 1929 and
1932. The morbidity rate of those who had beerha ‘tomfortable’ income bracket in
1929 but who had subsequently slipped to ‘poof982 was 60 per cent greater than those
who had remained comfortable. The scale of thelprolzan be gauged looking at the
change in the relative size of groups: in 19293 1fer cent of families surveyed were
‘poor’, living on less than $150 per head per annim1932 this group would account for
45.1 per cent of the survey (Ibid.: 805-806).



Debates, remedies, resolutions

While the ILO had its own policies, it had no dogriavariety of views are covered
in the journal, one often fiercely competitive nibt contradictory, of the other. The most
relevant and pressing issues and policies wereebb@it empirically as they were being
implemented, and what short-term analysis coulthbde, was.

Managing hours of work

The labourer of to-day, unlike his primitive ancesor, no longer enjoys “freedom of
contract”.

IH Flamm, ‘The Problem of Technological Unemployrminthe United States’

As early as 1919 the first session of the Inteomati Labour Conference adopted as its
maiden act a convention on ‘Hours of Work (Indugtr@ne of the earlier responses to the
crisis, in turn, was the management of working Bolr some cases the response was led
by business concerns themselves: ‘only a very feglecttakings have ...received sufficient
orders to employ their staff during the normal wiogkweek’ (Reports & Enquiries, 1932:
224). Elsewhere, notably the United States, workirbomanagement became core
government policy, pivotal to ‘meet[ing] not onlyn &conomic but also a social and
political emergency of the first magnitude’ (Butlet934: 2). Every industry assumed
regulatory Codes, determining hours and proteatatgs. Those that did not submit their
own conditions for consideration were directly gesid Presidential Re-employment
Agreements, so construed as the Office of the éasisaw fit. The general basis for this
and similar policies was to relieve unemploymentdgjoning available work: to protect as
many as possible from total unemployment and tkedated privations. It was a policy to
manage depression.

There remained some however who viewed the arrasigeas potentially longer-
term. In the spring of 1931 ILO Deputy Director dHiar Butler was informing Review
readers that in addition to the large amount oftsfirme being worked, and in view of the
‘vastly increased capacity of mechanical producti@utler, 1931: 315), the American
Federation of Labour considered the only prevergabf extensive unemployment in the
future to lie with a 40-hour week. Awareness of thachine is prominent throughout the
discourse on hours. IH Flamm writes that between‘timusually rapid progress made in
technology since the world war’, and the subseqgumnéases in the rate of production; and
the ‘the failure fairly to distribute the fruits ofur progress’ with the wage-earning classes
SO as to maintain some proportionate capacity dosemption, all echelons of society had
encountered disaster (Flamm, 1935: 345). Furthexmoonsumption has its limits from
both a physical standpoint and an economic one éWfiroduction outstrips this capacity,
the result is unemployment, further lack of demdtitk ravages of...the past five years’
(Ibid.: 362). So as hours had declined steadilyhwhte march of mechanisation, so they
must be lowered further still amidst the flurry pést-war progress, and here Flamm
recommends a benchmark 24-hour week (Ibid.: 3685 Would get the unemployed back
to work and so create a basis of demand for fyitwduction and expansion.

The notion of work rationing permeated all the vdayvn to the raising of the school-
leaving age. In 1935 Fuss reports on an Office @amice Recommendation to fix the
admission to employment age at 15: ‘just as itlhesome unnecessary to work a 60 hour
week...so it has become unnecessary to make childogk when they are 12 or even 14
years old’ (Fuss, 1935: 652). He notes that mamynt@s had already adopted such
legislation, and indeed that certain States in W& Ontario, Canada; several Swiss
cantons; and some of the South African provincesadl set the school leaving age at 16
(Ibid.: 654). Most movements in this direction cmae in the Review however focus on



Britain with the work of Fuss and Christie Tait. ditional training, for the purposes of
removing extra candidates from the employment miaakd equipping youth for more than
‘blind-alley’ jobs, certainly grew during this ped. Fuss writes that ‘during 1931 2,979
adults and 2,661 juveniles completed their [goveantamun] training, mainly for domestic
employment’ (Fuss, 1933, 612). In the wake of t8841 Unemployment Act, ‘average
attendance at [junior instruction (this tendingb® the focus)] centres and classes was
12,754 boys and 3,822 girls in the week ending 2#oker 1934’ (Christie Tait, 1935:
179).

But however large a growth this represented, it stdlsa tiny proportion of the total
figures. ‘In England and Wales the number of cleifdaged 14 leaving school in 1935 was
estimated at 590,000" (Fuss, 1935: 654). Similéoresf in Australia are equally described
as ‘only touch[ing] the fringe of the problem’ (Bid, 1934: 54). More to the point, ‘junior
instruction centres cannot...take the place of aragsdar of full-time education, or even of
part-time continuation schools’ (Christie Tait, $9380). This was a policy mechanism
still in its infancy.

On the issue of work-hours management however, nmaose countries opted for
legislation, even if intentions were rather lesesping than Flamm’s 24-hour week. A
1932 piece by a Director in the German Federal $fiipiof Labour tells us that by 5 June
1931, the government had already passed an Emgr@mwee authorising the reduction
of work hours by means of Orders. Broadly the Deeught to enforce a 48-hour week,
but it was a limited piece of legislation, statitingt it was to be applied in the first place
only ‘by means of voluntary agreement’ (Sitzler329474). By the beginning of 1933 the
goal of legislation was a legal limit of 40-hoursrpveek (Special Article, 1934a: 771).
France was adopting legislation to this end by 1@36@urette 1937: 8). On the whole
however, agreement was difficult, with employerenfresolute against the idea: in 1934
the employer's representatives refused to partieipen the International Labour
Conference’s Committee on Work Hours Reduction ¢&pperticle, 1934b).

The most striking example of work hours managengrived with the Roosevelt
administration in the US in 1933, and the Natidndlustrial Recovery Act. This contained
the provisions for the Codes discussed above dorthevery industry was to be covered by
its own Code, and hours were set accordingly. Faciomechanical work was to be set at
a 35-hour week, whilst clerical and office work wast at 40 hours. The longest
(permissible) week was for male restaurant empwyaé 54 hours. According to the
Review report Codes were agreed on a tri-partitenot quadra-partite basis, with
government, employers, employee groups and consgnoeips being invited to agree
proposals (Reports & Enquiries, 1934).

The best information in the Review on the returhsvork hours reduction is for the
Codes, in Butler’'s January 1934 survey of Amerigagovery. Looking at steel and cotton,
he quotes a report by the Administrator of the ISBale to find that though business had
fallen by 10 per cent between June and Septemimglpgee numbers were up 22 per cent,
total wages paid were up 21 per cent, with avera®mings per hour up 20 per cent.
Limiting machine hours for cotton production to @Week, where once had been 144 hours
depending on the season, witnessed a 40 per agrtige in mill payrolls between March
and August, and cut the industry’s chronic overdpiciion. A mini boom had occurred
over the summer with an increase in aggregate panef power, and prices rose, but the
spending tailed off (Butler, 1934: 9). Overall haxeg Butler could nought but conclude
that ‘the Codes had already conferred considetadaefit on both employers and workers’
(Ibid.: 11).



Unemployment insurance

This alone...has kept the working class population ahe depressed areas alive.

H Fuss & D. Christie Tait,
‘Unemployment Benefits and Measures for OccupyimgWnemployed in Great Britain’

Another concept rather better established in Euedgéis time, and similarly treated
to thought in theReview was that of social insurance, and namely, for jpurposes,
unemployment insurance. With the exception of Brjtavhere unemployment insurance
legislation dates from 1911 and the social refororkwof Herbert H Asquith’s Liberal
administration, unemployment insurance was largghpst-war product. In the US no such
comparable scheme existed until the Social Secigtyof 1935. This period would be a
stringent test of such schemes.

Despite the pressures of mass unemployment, ungmpla insurance did not wither
away. As Eveline Burns traces in her 1938 ‘Unempleyt Compensation in the United
States’, in

‘the last twelve months...a new Act has come intocdoin the Union of South
Africa...the scope of the British scheme has beeneméd...proposals have been under
consideration by the Governments of Belgium andNkeé¢herlands for the transformation of
voluntary schemes into compulsory schemes, and. siigations have been made in Australia
and Canada with a view to enacting legislatiorhwse countries’ (584).

Germany’s 1927 unemployment insurance Act mainthitegenerous scope, taking
in agricultural workers and domestic servants intast with the majority of schemes,
through the Depression period of the early 1930gi@éft, 1933: 174). But the strains
showed in other respects. Dr Weigert highlights 1929 provisions that, among other
things, extended the qualifying period for clainsafrom 26 to 52 weeks, and exempted
married women except in cases of ‘particular déstr@bid.: 175).

Study is also made of the late arrival of the U ssion of unemployment insurance,
the Act passing only in 1935. Dr Pribram, writimgDecember 1937, points to a divergent
sense of economic responsibility, explained byowsifactors, from ‘pioneer philosophy’,
to a strong cultural belief in the tenets of tlaéssez-faire economic thought. More
concretely, he suggests that the opportunitiesramten rapid industrial growth, cheap land
and the subsequent mobility of American existende terms of employment, residency
and social status — impeded the formation of maable class and geographical
identifications which otherwise underlined the podil organization of labour in Europe,
and especially the voluntary associations and dliesocieties from which would grow the
national insurance plans (Pribram 1937: 746). Bugogs on to highlight particular
logistical problems faced by the US, largely pobgdthe federal system of government
that, in this case, had granted wide berth to tia¢eS as regards insurance (Burns, 1938:
617). It was this disparity in fact that often ledions themselves to oppose State-led
insurance schemes in the fear it would drive bissite less obliging States. Federal policy
remedied this, setting employers a minimum rateayrolls for unemployment insurance
purposes, the bulk of which could be off-set by magts to State schemes. Within two
years of the Social Security Act separate unempémtraompensation legislation had been
passed in all jurisdictions (Ibid.: 586).

For all these difficultiesReviewwork on insurance, not least in Britain, emphasise
its importance in depression abatement. ILO rebeascFuss and Christie Tait visited
Tyneside, then highly industrialised, a major partd an important site of coal production,
in the north of England, in February 1933. Witharebto the payment of benefits, they
found that ‘it is this and this alone which hastkéyge working population of the depressed
areas alive’ (Fuss & Christie Tait 1933: 609). Payis had not entirely averted distress,



but, in addition to mitigating the worst of privai, they had to some extent compensated
them for the fall in purchasing power — acted, thain the function of what we may term a
stabiliser. ‘A remarkable stability in retail sakbsoughout the country’ can be attributed to
the fact that whilst between 1929 and 1931 estichategnings of the insured had dropped
by some £131,000,000, benefits increased by £710000Ursula K Hicks, in an article
about the redistribution of income in post-war &irit argues along similar lines:

‘Heavy over-investment during the boom of 1929 wawdered by the relatively poor
profit outlook of British industry due to the hightes of taxation. Heavy deflation during the
depression was checked, partly because the spepadiwgr of the wage earnersid was
maintained, and thus the national income decliesd than... in the United States...” (1936:
614).

At what cost however is the policy pursued? EC Wilgontributed in th&keview
(1934) to determine the validity of the idea thadurance in fact prolongs depression by
maintaining wages above the market norm. In spitefaling prices and persistent
unemployment not below 9.7 per cent per annum letwi924 and 1932, ‘the level of
average money-wage rates in December 1932 wasstightly below that of December
1923. Among a thorough study it is worth pointing ceferences to work done in Sheffield
between October 1931 and January 1932 demonstlradimginemployment lead to poverty
despite insurance. One sixth of the working-claggufation was found to be subsisting
below the poverty line, with two thirds of cases@mted for by unemployment. This is
from a survey taken when rates of benefit were é0gent higher than after September
1931 (Wilson, 1934: 787). Nowhere does the authmt benefit rates higher than going
work rates. Rather, it is collective bargaining ttteccounts for wage rates. Where
bargaining was well established, benefit has precidtle influence. Where it was not,
‘there have always been examples of very low wagamregulated occupations’ (Ibid.:
796).

Managing wages

The process quite frankly is one of trial and error

Sir Hector Hetherington, ‘The Working of the Briti¥rade Board Systen’

Wages remained throughout the period a topic niyt @inreview, as various policies
were adopted in different countries, but of fietlveoretical contention.

‘Unemployment insurance...may have had some upwafllieilce on popular
estimates of a reasonable wage, but its chief viaube unions has been in reducing the
fear of unemployment’ (lbid.: 795). Wilson contitudoy saying that the hardships
experienced since 1929 ‘show how limited this suppo(lbid.: 796). It is ultimately the
trade unions, however, who, through collective bamgg — ‘the very natural effort to
defend the position they have attained’ (Bouniatie884: 20) — are able to influence the
wage rate. This, argues Mentor Bouniatian, isféator disrupting economic equilibrium
and, more pressingly, perpetuating the Depressidme real purchasing power of the
community is in fact determined by the country'satosolume of production, and prices
and wages are merely factors in its distributidbid.: 15). Lowering wages then risks no
loss of purchasing power: rather employers shaeeldlses of a downturn with wage
earners, enabling the employer to sustain a higgved of employment. Over-production
has already depressed prices, leaving real wagaffeated, whilst the risk of increased
savings, or over-capitalisation (these presumakind equalised by the rate of interest),
will further push down prices to the promotion ohsumption and the eventual absorption
of the excess credit (Ibid.: 16). The solutiodélationary.

This dynamic is carried in the other direction tooting that in periods of expansion,
wages fail to follow the progress of profits. Ptefaccumulate, unshared with those most



likely to spend the excess, and over-capitalisatesds to over-production. President
Hoover's Research Committee on Social Trends inUhited States reported to similar
effect. No human community, it is declared, ‘hadreveached so high a level of real
income as the American people during the periocbd829." Yet, “It was only a small
percentage who drew enough money to pay for theways...” (Special Article, 1933b:
503).

Three years in advance of Bouniatian’s article,féasor Warming challenges its
thinking. He writes in 1931 in favour of stable wwagates. Individual employers or
countries may capture market share by reducingscsd prices, but imitation will then
lead to a spiral of the depression effect, and eympént levels will follow falling prices.
The purchasing power of the wage earners is imrtedgiseduced, and orders are hedged
in the expectation of lower future rates, furtheepebssing demand and creating
unemployment. Moreover, in directly adjusting thege rate, there are the serious
logistical problems involved. As E Ronald Walkeiit:

‘Modest men might disclaim the possession of thee nudgement involved, and most
countries lag far behind in the provision of infatien upon which such judgements must be
based...there is always the danger that such a peiltynake fluctuations more violent than
they need have been, and on the whole a polictatulise wages throughout the cycle is to be
preferred’ (1938: 793).

John Maynard Keyne&eneral Theory of Employment, Interest and Magrggrs our
work here by way of AP Lerner’s ‘account of the miogportant line of argument’ (Lerner,
1936: 438) running through the book, submitted to tReviewfor October 1936. The
contention here is that workers can only contrelrthominal, or money wage, not the real
wage, which would reflect lower costs. A drop i thominal wage will provoke a price
response between competing firms so that the remjewstays the same, and the
employment level will return to its previous edoiilum. Other factors may be affected by a
wage-level change, but the contention is that tlienmeo simple causal relation between
employment and wagéskeynes argues further, and ILO economist M Mitytzchoes
his sentiment on his piece on wages (Mitnitzky, 3)93hat given the political reality of
wage negotiation, this was not the simple, or séialiremedy it was often made out to be.

It has already been noted above that in many inef&ndespite a deflationary
environment, nominal wages remained stubborn, ickyst Above are Wilson's British
figures for 1924-32. Bouniatian in his piece takies four largest industrial economies,
where by March 1933 wholesale prices had droppeal/arage of 35 per cent. The indexes
of money to real wages then, taking 1929 as hig lyaar (1929 levels = 100), for the
period up to March are, respectively, 95 and 11@iieat Britain, 78 and 109 in the US, 80
and 106 in Germany, and 95 and 102 (December li32jance (Bouniatian, 1934: 20).
This did not mean real wages everywhere rose. Artem Wage changes in the US in the
Reviewfound that, despite a 22 per cent fall in the afdtving between 1929 and 1932,
for the manufacturing industries real wages s8ll L5 per cent, for bituminous coal

8 The article was approved by Keynes himself, whooeding to Snowdon and Vanefs Macroeconomics
Reader described the piece as ‘splendid’ (1997: 62, Rdge, London.), and expressed mild reservatiog onl
at the absence of an explicit extrapolation offtheorys formulation of ‘effective demand’.

® Though all the arguments here presented have beeessarily simplified, this extrapolation is argiya
especially ungenerous, even as regards the Leieee,det alone the original. But the original posjtion is

equally rather more sophisticated than many ofatier arguments. Expounding this simplified arguirian
Book | of theGeneral TheoryKeynes footnotes it saying that his fuller argaineill be considerably more
nuanced, but that this formulation contains attl&akarge element of truth’ (Keynes, 1936: 12).
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extraction 21 per cent, and for ‘metalliferous’ mip close to 30 per cent (Reports &
Enquiries, 1933: 369).

In both Australia and New Zealand wage setting esyst existed before the
Depression, and each continued their work thoughdtrse. In Australia, discussed in WB
Reddaway's 1938 ‘Australian Wage Policy’ paper, tr@de was fulfilled by the
Commonwealth Court of Conciliation and Arbitratiowho declared a basic wage for
unskilled labour, with further margins for skilledorkers. The Federal basic wage was
adjusted every three months to costs of living.thwthe onset of depression the Court was
driven to a 10 per cent wage cut for all those iwitts jurisdiction. The author argues that
this helped bring relief to the exporter, whoseimes had otherwise collapsed, and ‘set the
stage for that increased production of manufactuvekh was needed to replace the
expenditure of borrowed money’ (Reddaway, 1938).329 the other alternatives currency
depreciation is posited, but political calculatiormained: the Labour government in
power could not risk the ‘confidence’ of the calitaclasses with less orthodox remedies,
whilst the policy still bore the ghost of Germarilation. Loans, for funding at least a
partial form of public works, were also employeshdwing the overwhelming magnitude
of the problem...it needed all the possible remediesd.: 331).

The political complications to action included wag@anagement itself, not least in
places less accustomed to active wage policy bydtigcal centre. Even where there was
such a tradition, such as New Zealand’s Arbitratwmurt, the 10 per cent wage reduction
essentially broke the Court. Export prices declid@dper cent between 1928 and 1932,
placing a massive strain on the export incomesotfiqrices fell only 4 per cent. The wage
reduction not only stoked popular ire, but as @icentinued to fall advocates of wage
reduction succeeded in removing the Court’s conguulsninimum clause, ‘the...essence
of the whole system’ (Riches, 1933: 626). This undeed the usual forum for wage
negotiation, whilst on the other hand affording aiual guarantee of the desired wage
flexibility.

Writing in 1938 and reflecting on ‘The Working dfet British Trade Board System’
Sir Hector Hetherington expounded on the dynamfcenaployer/employee negotiations.
He finds that in this tri-partite structure, a largneasure of the success achieved, as in
‘many other British institutions, is due to the rexhely skilful and unobtrusive help of the
secretariat’ (Hetherington, 1938: 474): which issay the administrative extension of the
government’s arbitration role. But the greatest leasjis was put on securing a minimum
rate. Beyond the Trade Board system he notes theeBsion experience of the Lancashire
cotton mills. Despite an impressive history of eotlve agreement, in the 1930s ‘the whole
system showed signs of cracking’ (lbid.: 480). Eoyplrs took contracts at near most any
price and workers conceded to collapsing wages.|&mEs and unions then together
obtained an Act of Parliament by which a mutuallyeed wage rate, after the statutory
enquiry, might obtain the force of law. The keyéhene declares, was ‘the escape from a
situation of wages deterioration under the stréampegulated competitions,” secured ‘by
legal enactment of a rate below which wages mayaio(1bid.).

| have not here made reference to wage policy esop&ither a broader deflationary
strategy, such as pursued in Germany in 1932 €8ittB32) or a reflationary policy, such
as that pursued by France (Maurette, 1937a; 19874P36 after the early Depression
year’s deflationary policies. Wage policy in thesstances was part of an over-arching
policy that radically altered their dynamic. It idear however that wage policy,
increasingly in the industrial setting a product paflitical negotiations, faced political
obstacles. And logistical ones also. A minimum rhighevent a deflationary spiral, but
other adjustments demanded a great deal from theReddaway’s words, ‘luckless
statistician’: *he must know that his index is @maturate to the decimal point which means
a difference of 2s. a week to half a million wokg1938: 337). We can further conclude
that the Depression left the ‘science’ of economiica precarious state, where reputable

11



economists could contend two, or even three, differresults for the same policy
mechanism. Whichever paradigm one chooses, howelker,need for some external
management is evident. Securing the flexibility vediges of the competitive paradigm
equilibrium requires either an attack on organitedmbur, or some third-party management
of the wage-rate bargain. Maintaining wages, ornegeminimum standard, likewise
requires an authoritative arbitrator. In Lancashitewas the employers and unions
themselves which sought the Act of Parliament. df further reflect on the findings so far
we see that the effective management of hours medjgentral direction, and in the case of
the US the direct involvement of the executive braof government. Insurance, a measure
that certainly ILO researchers believed contributedstability, constituted a fiscal, and
direct government, measure. As the Depression deepéehe role of government was to
expand still further.

Public works

Theoretically it is easy enough to see the positivgay: it is to set the unemployed to
produce...

Professor Warming, ‘A Theory of Prices and Wages’

The debate surrounding the utility of public wotkaws heavily on the first position
outlined in the preceding section. In this firssiion Bouniatian is assuming what we may
call a classical, competitive, position. A depressiequires an interruption of spending,
and this system does not allow for one: that wisctaved is necessarily, via changes in the
interest rate, spent on investment goods. The ifalprices from over-capitalisation
increases the purchasing power of consumers anehgbes consumption (Bouniatian,
1934: 16). If wages are allowed to adjust to madagiditions, employment, spending and
production are all allowed to expand up to theityamatural limit, the supply of willing
labour. The natural, tending, equilibrium positfon the economy then is full- or near-full-
(providing for temporary adjustments), employmenie flexibility of prices, including
wages, is a vital part of this system: their resggoim the competitive market to changes in
pattern of demand is taken as more or less automiitithis movement is impeded
externally, equilibrium is disturbed. If flexibilit is allowed, a high-employment
equilibrium is maintained. No further governmenti@t is needed. Gustav Cassel, in a
1937 rejoinder to Lerner's Keynes summary goessag to state that,

‘Considering what governments have done and stilltal deter private investment by
high and arbitrary taxation, by all sorts of regidns...it is, to say the least of it, curious that
such mistakes should be exploited as a ground fdening the functions of governments as
entrepreneurs’ (Cassel, 1937: 33

Here is evident, furthermore, the perception of tlzenaging effects of external,
imbalancing interferences.

From the early 1930s it was evident that some Ic@nemists were not convinced by
this satisfying automaticity. Reviewing the Britiggjovernment's 1931 Committee on
Finance and Industry (otherwise known, for its chas the Macmillan Committee) PW

10 Cassel had already attacked the effects on uniimizin a memorandum to the World Economic Confeeen
in 1927. JH Richardson responded in the pages oR#hndewsaying that ‘organized capital has equally
concentrated upon endeavouring to make the mosifawery given situation.’

(Endres & Fleming, 2002: 147)
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Martin picked up on the Committee’s notice thattrepreneurs as a whole are failing to
receive back proceeds the equivalent of what theay ppaid out as costs of production’
(1931a: 37%). This realisation brought ‘the expert view ofday...at one with the verdict
of practical commonsense’: that during a periodndiistrial depression what is needed is
‘an increase in effective demand’ (Ibid.). Martimwd go on to argue (1933), with fellow
ILO man EJ Riches that, whilst cheap credit maks$val possible, ‘there is no assurance
that it will revive and sustain the volume of buyiwhen this latter is insufficient to keep
industry reasonably fully employed’ (1933: 38)udtrating at least one part of what AM
Endres and GA Fleming’'s describe as the ‘naggingm#i in ILO publications,
‘notwithstanding the proclivity to monetary actiwis..that monetary policy will not be
successful on its own’ (2002: 76). Three yearuf interest rates and high unemployment
had proved that. Elsewhere in tReviewat this period both Professor JCJ Warming (1931)
and W. Woytinsky (1932) were warning about the gisif deflationary spirals and
‘unemployment begetting unemployment’ (Woytinsk@32: 6). Each posited the same
solution: in Warming’s words, ‘set[ting] the unermopéd to produce what they themselves
[in the aggregate, presumably] will buy’ (1931: 49)

The re-orientation of intellectual perspective ablic works came with th&eneral
Theory brought into theReviewby Lerner in late 1936. Inducing investment waise
employment levels. Where interest rates fail tougel investment, ‘investment by the
authorities’ (Lerner, 1936: 452) becomes necesddrg. becomes increasingly the case ‘as
the wealth and capital equipment of the commumityease. For this means that on the one
hand people wish to save more out of the largesmecorresponding to full employment
while on the other hand the accumulation of capitakrs the marginal efficiency schedule
of capital’ (Ibid.). To fill this investment gap dmmaintain full employment would require
public investment. That these afflictions may beeochronic in richer nations is evident
from the formulation, and certainly seemed the ¢ad®©36 when Keynes wrote. Hence we
may derive from this a case for the ‘permanentgyblof effective demand management
that Martin and Riches argue for in 1933. We matjcechere also the shift from ‘public
works’, as work for the purposes of relief, to ‘findnvestment’ (encompassing works),
from which a net benefit, if not direct return igspected. Increased future revenues are
discussed in some pieces, while Keynes’ multipkeanticipated when, reporting on the
1932 International Labour Conference’s Resolutiorite economic crisis, Martin (perhaps
ambitiously) describes from public works

‘a two-fold increase in the volume of buying...by $ea of the new money that will thus
be brought upon the buying side of the market...[detjause the funds held more or less idle
by business undertakings and private individual$ vé likely to come into more active use’
(Martin, 1932: 202).

It is tempting to begin here with Professor Boriarkis’ 1936Reviewaccount of the
‘abolition’ of unemployment in, arguable the gresitpublic works of them all, the Union
of Soviet Socialist Republics. Several reasons stepFirst, lacking proper reference to the
Depression, it falls outside of the current ren8econd, it contains claims such as
‘collectivization has enabled pauperism and wanbéoabolished from the rural areas’
(Markus, 1936: 379) which are neither explained aefended. Finally, regardless of the
means of organization of the rapid industrial pesg; more recent study has shown that the
process was underlined by a gulag system of fol@eodur as well as forced agricultural
collectivization which resulted in a series of fagg, notably in modern Ukraine. Not
consistent, evidently, with the ILO priorities afcsal justice.

1 This article is followed by a companion piece exilg the ‘Macmillan Report as a Basis for Internasib
Action’ (Martin, 1931b).
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As regards the rest of the world, the most compreike public works programme,
and the most extensively covered in tReview — not surprising given the 1932
International Labour Conference Resolution’s ptisirig of national works — was the 1933
US Public Works Administration (PWA), as concei®dthe National Industrial Recovery
Act (NIRA) of the same year. The extent of the pamgme, the special interest of the ILO
manifested in th®eview and the relatively ready availability of widertaldor the periotf
mean that we are afforded here a special oppoyttmitmore in-depth study.

An Office article from December 1933 puts the NIRAblic works appropriation at
$3.3 billion dollars, to be allocated by the PWAeh US Interior Secretary Harold Ickes,
writing in 1937, gives a slightly reduced figureoma fully explained. $1,478,013,103 was
made available for non-Federal works projects, sthainother $136,101,550 went to the
development of Federal low-rent housing projects. @dditional $1,557,762,044, for
‘undertakings of the various departments of theefFadgovernment,” were allotted by the
PWA but, Ickes says, ‘not considered part of the AP¥Wogramme proper.” We may
assume however that the majority of this was farstiction: Ickes tells us that ‘for all
construction purposes, congressional appropriatioralled $3,151,029,882" — only
$20,846,815 below the sum of the figures presemfeolve. The direct administrative
responsibility of the PWA was mainly constituted thye first figure presented. The total
sum allotted to, and then by, the PWA however cotne$3,171,876,697 (Ickes, 1937:
779).

Some comparisons here will help illustrate the es@dl the undertaking. Taking the
Bureau of Economic Analysis statistics per annugsgrdomestic product (GDP) had by
1933 fallen to $56.4 billion dollard. Using the (lower) figure ‘for all construction
purposes’ — $3,151,029,882 — the PWA investmemtriefhen amounted to approximately
5.67 per cent of GDP for 1933. The PWA'’s work hoarewas spread over more than just
the year. By the end of 1933 it had barely befustill, the proportion compares
favourably with, for instance, the US’s latest fisstimulus package: $787 billion dollars,
representing 5.52 per cent of GDP for 2008 (fuld2®@gures are not yet available, BBC,
2009). Of the 787 figure, moreover, tax cuts, gsogp to direct investment, constitute over
a third of the sum, with other diversions to Stgterernment budgets. Looking at the
Federal government’s budget from the time, thecalion represented 163.77 per cent of
the previous year’'s (1932) receipts, and 67.63 gt of total outlays. Such major
additions would require more loan financing, andaevprovided by the authorisation of
Treasury borrowing under the Second Liberty Bond (&pecial Article, 1933c: 765). To
put it in the context of the wider industry, Ickesys that in the three years to 1932, total
volume of construction in the US had fallen froragbly $12 billion to less than $4 billion.
Even taking the figure at $4 billion, PWA allocatowould come to 78.78 per cent of total
volume for 1933. Though the work was spread oveerse¢ years, these were dramatic
additions all the same.

12 Thanks to the US Department of Commerce Bureau ofiimic Analysis. This does pose some problems as
regards the potential re-adjustment of figures. GB not a standard measure of wealth at this tiaional
income’, as Ickes refers to it in the text, was mowre common. Ickes puts this figure at $40 hillfor 1932
(1937: 785).

B Al figures in current dollars, unless indicateti@rwise.

4 The amount actually spent by the end of Octob&31®as estimated to be about $133,000,000." ($peci
Article, 1933c: 766)
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The functioning of the programme is significant tbe way it encouraged further
investment. Under the first yearly programme of WA a grant of 30 per cent of total
labour and material costs was made available tepeative schemes, with the local
governmental body accepting the grant providingrée of the cost. This was liberalised
in the second year, and by 1936 the PWA was pnogidi5 per cent of total costs for
schemes. Loans at 4 per cent were also availatnhe tihe PWA. The net effect was a non-
Federal PWA construction programme calling forekpenditure of $2,397,031,895, but of
which only $720,502,633 came in the form of the P@fAnts designed to encourage the
works. The rest, including $919,018,792 in intetestring loans from the PWA and other
sources, was the responsibility of the local gowernts whose economies would benefit
most directly from the works (Ickes, 1937: 780). RWchemes saw a major focus on
public services and utilities. They include abdutee-quarters of all schools built from
1933-7 (Ibid.: 786%), almost 1000 undertakings in water treatment setage systems
(Ibid.: 788), and the electrification of the Perimapia railway line(lbid.: 792). Federal
projects expenditure by mid-1937 had come to rougtil, 500,000,000, or virtually the
entire allocatior{lbid.: 793).

The Effects were no less dramatic. A study by thieeBu of Labour Statistics found
that the PWA projects had created approximately,E2000 man-hours of direct
employment up to 1 February 1937. Of a pre-Depoesemployed force of roughly 49
million it was estimated about 3 million worked oanstruction sites. In its peak month,
July 1934, 694,000 men were on PWA-project payr@itéd.: 781). After the peak of
construction activity in 1935 the monthly figurellstemained well above a quarter of a
million. Beyond the PWA, H Dubreuil's review of ythu forest camps, set up for
unemployed youth to combat fungous diseases areb fin the nation’s forests,
demonstrates not only the scale but also the spébdvhich much of this work was put
into place. By 10 April 1933, the camps had reedii2,500 men. By 12 May this figure
was 274,375, and by 30 September it had topped80QBudreuil, 1934: 20%. Whilst
conceding that the recovery that had taken plasetesl from the ‘Administration’s wide-
flung endeavours to stabilise industry, agricultared finance,” Ickes declares that the
PWA deserves a ‘great part of the credit’ in theliovement that had taken place. Looking
at the PWA'’s non-Federal projects for June 1933uiee 1936 the Bureau found, making
estimates for the man-power required to supplyatiered material of projects, that for
every one hour employed on site a further 2.5 hadirsvork was generated. National
income by 1937 was up 50 per cent of the 1932 Jared in the same period the index of
industrial production had risen from 58 to 94 pentcof its 1923-1925 mean (Ickes, 1937:
785).

Elsewhere, as early as 1932, Dr Huss, Director-tz¢md the Swedish Social Board
and President of the National Unemployment Commissivas reporting in the pages of
the Reviewon ‘The Organisation of Public Works and Othersasiges for the Relief of
Unemployment in Sweden’. The works here howeveis asident from the title, are not of
the investment ‘pump-priming’ model expounded abake purpose is relief; provision for
the unemployed on the ‘work principle’ as agaihst imaintenance principle’ (Huss, 1932:
29). Wages were fixed firmly below the Communalioegl rate for unskilled workers. In
localities where the unskilled worker's wage boteahout at 5 kr, the reserve works wage

15 Special note is made of Lyme, Connecticut, wherentalel school replaced a frame building which had
served nobly for 140 years.’

8 The author also notes that the camps were repiigtelodgings and kitchens housing refrigeratorjol
meant that ‘the campers could thus be supplied wétcream, which the American is apparently unadldo
without even in the heart of the forest'.

15



was set at 14 per cent below; where wages werehitjfire reserve-work wage were set at
up to 22 per cent lower. The key here was the cifi policy with regard to
unemployment’: any benefit awarded should not lmnedd to undermine ‘the compulsion
to self-help by means of voluntary adjustmentshewdemands of the open market’ (lbid.:
41).

There are some similarities with the US’s latergpamsnme however, in the selection
of labour-intense public services and infrastruetprojects (‘in so large and sparsely
populated a country as Sweden...the development wimumication alone...will offer
suitable forms of work..." [Ibid.: 31]), with wagesaking up on average 75 per cent of
costs (lbid.: 45). In addition there were mixed esobs, whereby the State would pay
around 60 per cent of public wages, with the Comenpaying the rest (lbid.: 47).
Importantly, works were an accepted facet of gowemt intervention at this time: by
December 1931 over 20,000 men were on work schei@este and Communal,
representing over half of the 43.1 per cent of igppts granted aid. This figure would
surpass 30,000 by the following March, though gsagortion of relief measure it would
drop slightly (Ibid.: 49). Although the followingear (1933) the new Socialist government
was mandated to expand the scheme (Ohlin, 1935, &thlin identifies this as less
important in stabilizing the economy than the deBpending pattern they were inheriting.
His emphasis was monetary policy — the subsequent o trade and loan-finance
mechanisms that made expansion of the works pessiltiiut he remains convinced that
expanded loan-financed public works were an imporfactor in recovery (Ohlin, 1935b:
683). Furthermore, following the consequent expamst had been determined that no new
taxes would be required to pay off the deficit spieg (Ibid.: 682). In this new phase of
public works wages were paid at the normal rateataliscernibly great disadvantage, and
bearing the advantage that ‘the relief works ar& not so unpopular as they used to be’
(Ibid.: 684). We may see in the move a greatergeition of ‘the theory that the public
finances should exercise a certain stabilisinguarite on the business cycle’ (Ibid.: 682).

Returning to mid-decade, Office economist Jan Rosoeld declare that ‘the public
works policy of the Polish government has undergentensive changes during the
depression’ (Rosner, 1934: 180). Communes suffereder the increasing burden for
works loans, so that in 1930 the central governmeloipted a system of grants. Between
1931 and 1932 State capital expenditure actualtyedsed, and not only was almost a third
less spent on public relief works in this periodf the State cut back on ordinary public
works spending. In the beginning of 1933 howevdicpahanged: “work and not relief”
was the cry’, as Rosner writes. On 1 April the Eogptent Fund was established, to
finance and supervise public works, and moreovepime a ‘permanent fund for public
capital investments’ (Ibid.: 181-183). It was to hended by a variety of new taxes
however. The notion of genuine counter-cyclical ngjd)eg came in October when the
Capital Development Fund was added to the schemaayimg on non-interest-bearing
Treasury bonds, with no specified date for redeomptiThe plan intended to supply
200,000 jobs through the course of 1934 and 1988.(1186).

Works extension and coordination also increasech wite Depression in the
Francophone world. In Belgium the Office for EconiomReconstruction (Orec) was set up
and tasked with a comprehensive three-year plampdbtic works for 1936-8. Where in
1933 the sum of the Extraordinary Budget had bez® @illion francs, the total Orec
budget projected a total expenditure over the teses of 5,617 million francs, targeting
as many different projects as possible so as te lia greatest effect (Braunthal, 1936:
779-80). Financing was to come from the Gold Reatabm Fund, and alternative sources
thereafter. Why was the policy being adopted? Feees the consequences of a ‘sudden
expansion of credit’ had given way to hard neceddhid.: 781-782). In 1936 France's
Popular Front government embarked on a seried@fme ‘unprecedented in the history of
the Third Republic’ (Maurette, 1937a: 1). The comperaneous nature of the work, and the
sudden death due to illness of the author mid-waguigh the drafting of the second paper
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in the series on ‘A Year of “Experiment” in Franceiean that we are not afforded a great
deal by way of detail. The fourth measure of ther gevernment’s plans however was ‘the
rapid application of a plan of public works’ (Ibi®), and the author’s final sentence on the
topic expressed his conviction that ‘the governmwilithave to provide employment...by
means of an extensive and well-thought-out prograrafrpublic works’ (Maurette, 1937b:
166).

‘Work Creation Policy in Germany, 1932-1935’ placthe German public works
effort earlier in the decade, in the summer of 1982his time deflation seemed checked,
the Central European credit crisis overcome, aral réparations question settled at
Lausanne: ‘the psychological tension had relax€debler, 1937a: 330). It was decided to
facilitate the up-swing, and ultimately abolish mpoyment, by the ‘creation of work by
the State’ (Ibid.: 331). By 1933 the explicit intemas direct work creation, to which over 5
billion RM (Reich Marks) was allocated over thresays: 1,555 million had been spent by
the end of 1933; 4,004 million by 31 December 1984] a total of 4,808 million by the
end of the following year (lbid.: 337). The work svanade up of public infrastructure
projects, housing, and agriculture projects. LeebBr comments that it would be
‘interesting to investigate...the effects set in motby...stimulus...in order to verify in a
concrete case the theoretical estimates...of thendacy effects of public works’ (lbid.:
349). To the author’s disappointment, a ‘secondeva¥ works obscured any such effort:
‘rearmament’.

‘In so far as industrial prosperity is founded oarlke preparation, it is not only
sinister but hollow and unreal’ (Grebler, 1935a0B5The first of the three adjectives in
Harold Butler's noble formulation is undeniable;tive short term at least, the latter two are
more subjective. By 1935, the figures for the iasein employment was about double that
of the decrease in unemployment, betraying the mundf ‘invisible unemployed’
(unregistered). What drew them out, Grebler comtinuvas the introduction of compulsory
labour service in the spring of 1935, and consiatip{Grebler, 1935b: 512). The table
further on in the article then puts the figure f@orkers called into military service at
around 450,000 in 1935 alone (lbid.: 514). Expanditon rearmament and mobilization
came to take the place of public works expenditto about 1935 onwards. In Japan, the
‘Manchurian affair’, a rather brutal military expgdn and subsequent occupation, was in
1936 absorbing almost three times as much of govenh Extraordinary Expenditure as
public works projects, while armaments expenditwas almost five times the sum. In
1932, in the midst of the Depression, it was clagr82 million yen against public works’
177 million (Kamii, 1937: 34).

Mention is made of monetary (devaluation) and figpablic works) policy measures.

But given the figures above, it seems likely thaha@or aspect of Japanese recovery was
the ability to occupy idle workers and industrysfiwith foreign conquest, and then with
the exploitation of conquered markets. In prospgrbmes, the spectre of expensive and
uncertain war is not likely to be welcomed. In degsion, it becomes a viable component,
if not driver, of economic-expansionist policy: theks are less, the potential gains greater.
We would typically regard this a danger of proloti@eonomic downturn. For a number of
nations in the 1930s it constituted a major poliapon for preserving their economies
from prolonged depressidh.

7 This reality is most directly apparent from theiee ‘Some Economic Aspects of Rearmament’ (Baster,
1938a; 1938b).
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In the early part of the decade tReviewalready contained a lot of work exploring
and advocating large-scale comprehensive publi&svpolicies; a lot of it led by Percival
Martin, an Office economist. By mid-decade, andtgli earlier in the case of Roosevelt's
vast New Deal, a lot oReviewspace was being devoted to following and reporting
national public works policies, as other policie®yed inadequate and more countries
adopted schemes. Later in the decade more generklbegan to be done on both how
such schemes can be provided, and their genelig}. uti

Even as the theory and practise of counter-cyclgg@nding gained traction, the
financial means of applying such projects remaiteedubject of controversy’ (Heinig,
1936: 153). Towards the end of the decade numgrimees appeared on social insurance
funds and their financeé8 But the central concern of each is the very temininvestment
of funds and securing of ready returns. In the aafspublic works the investment is
determined; the return understoddrinancing and managing projects presents the dange
Kurt Heinig, in a cautionary piece, states that‘thexisive feature of state participation in
public works schemes...is that the budget itselftigstified” and converted into a record
of financing and holding operations’ (1936: 169% the state budget turns into a financial
and economic organ for managing the business citcis, he continues, important to
recognise that this form of economic organizatiorof itself offers no special form of
protection. But since 1918 the world has demandedestoward systemic economic State
management. Therefore there must be efforts toredtie highest quality of any such
management. Heinig comments admiringly on the AcaeriBrain Trust’ and takes it as an
exemplar of ‘wealth of ideas in the preparatiorstdte undertakings’ (Ibid.: 170).

The greatest warning is sounded against inflati@neating credit becomes essential
for funding large-scale public works: governmentereues fall, whilst saving on existing
undertakings would risk undermining the expansiprdfort of public works. If the capital
mobilised can ‘reproduce itself’, in economic exgian and increased tax revenues, then
‘the budget is converted into a plan for guaramgéhe interest and repayment of capital.’
If such outlays produce neither capital nor interesich as, for instance, armament
spending, the budget is converted into little mtir@n a debt-book: an echo of Butler's
earlier warning. Inflation, the writing down of theapital value of (potentially vast)
government debt is then counted as the greategedanall: ‘It wastes the economic assets
of the country, it is an attack on the body of 8tate involving danger to its very life.’
Even where controlled inflation (‘inoculation withe poison’), is conceded as a proven
treatment of State finances, Heinig states thais ‘the crudest form of taxation that can
possibly be imagined’ (Ibid.: 174-175).

The general efficacy of public works, as factorsthe re-employment of man and
plant and in prevailing economic stability, was &tjua subject of debate. Harold Ickes
had made the claim that for every on-site hour wdr&n a PWA project a further two and
a half hours of work was created in support woudchsas providing materials. Looking at
the multiplier effect of the employment itself, appose to the wider project, and the
subsequent spending over an extended (one yegrpated, ILO economist M Mitnitzky

18 There is also a particular focus on South Ameirictnese articles: ‘The Development of Social l@sie in
Argentina, Brazil, Chile and Uruguay’ Parts | & lligier, 1935); ‘Investment in Social Insurance Fumdth
Special Reference to the Countries of Latin Ameri@pecial Article, 1936a). Beyond these there is also
Deschamp’s ‘The Investment of Compulsory Social tasoe Funds (1938); and Féraud’s ‘An Introduction t
the Financial Problems of Social Insurance’ (1938).

19 This relationship was complicated somewhat whenUs started, in 1937, to use the investment afkoc
security to finance the budget deficit (Specialidet 1938b, 741).
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determines a ratio of primary to secondary employned 1:0.40 (Mitnitzky, 1934, 454).
Into this he factors in tendencies to save, spegndimforeign products and price increases,
to describe the minimum effect. In similar studigsthe German Federal Statistical Office
and economist RF Khan the figures, respectivel,25-0.75 and 1:0.67 emerge. The
author accepts that the figures may disappoint,hausees no argument against public
works in them: ‘in the first place it is by ho meacertain that private enterprise will really
decide to increase its expenditure so long as #peedsion continues, and, in the second
place, the effort of supplementary income from #osirce would not be a jot better than
that of the state’ (Ibid.: 455).

Reviewreport ‘Public Works as a Factor in Economic Sisdion’ (1938) points out
that the timing of public works relative to econamfluctuations — counter-cyclical
spending — ‘is at least 40 years old’ (Special deti 1938b: 735). The policy can be found
in French government circulars from February 188d iovember 1900. Counter-cyclical
spending had indeed been a feature of economie®gpression. Two 1936 pieces
(Grebler, 1936a; 1936b) describe how in pre-wam@ery and Britain house building and
general construction had typically been countelicgl; depending as they did on low
interest rates to support high long-term investméfdrk would pick up as rates dropped in
response to a slowdown, and slow down as ratesngegaohibitive through a boom
period, with at least some equalising, stabilisiffect on the cycle. Post-war conditions,
especially in Germany, with high rates for matariaént restrictions, currency depreciation
and the forlorn anticipation of a final post-waalstizing had all served to deter investment
to the point where governments were funding afdtousing work. This led, as the articles
found, to a synchronising of house building witle thider cycle, as governments drew on
healthier receipts for spending, and tightened btgign times of downturn. By 1938
Britain was considering plans for the long-term iegv and management of capital
expenditure, particularly building work, so as éimtroduce the counter-cyclical dynamic
(Reports & Enquiries, 1938b: 741). In the lightSfeden’s success in stimulating private
economic activity, and the US’s success in at |lsashewhat recovering the level of
economic activity, governments in Finland, Switaead and Canada were all presenting
proposals for future, structured works programmes.

Heinig, in his piece on financing public works,ifines by saying that in a world of
international trade there is ‘no autarkic way ofagsng fluctuations of the business cycle
(1936: 176). One of the principle tasks he assthasinternational Labour Office in this
economic internationalism is to act as a cleariogske for knowledge and experience, so
that countries might draw on each others developsndinis is the work the Office had set
itself to with the creation of the Internationallfia Works Committee in 1938, with was
attended by 25 member nations, including all thgommembers except Japan and the
USSR (Special Article, 1938b: 735). The draft ptovided that governments be invited to
share all details of proposals, methods of finagcanticipated revenues and the suchlike,
of public works projects, so as to provide as umifcand as extensive a supply of
knowledge on both practise and theory, both stillnevel (Ibid.: 748). Events dictated
otherwise. Within 11 months of the meeting, fivelltd attending nations would have been
invaded and Europe was again at war.
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International cooperation and a glimpse of an alternative

There is no autarkic road to a higher civilization.

Harold Butler at the International Labour Confernc
Nineteenth Session, Geneva, 1935;
quoted in Kurt Heinig's ‘The State Budget and Pabiorks’

It was with thoughts of restoring civilization aitsl prosperity, rather than elevating it,
that ILO economists were filling the pages of Reviewwith the need for international
coordination. 1931 and 1932 were the lowest yeatha Depression, but the failure of
monetary policy to properly meet the demands ofsihgation was becoming increasingly
evident. Just as this context was driving many #Bgdnomists and others to consider other
policy mechanisms, so it prompted discourse onutiiigy of internationally coordinating
monetary policy and other government tools.

Already by the autumn of 1931 Giuseppe de Michel&s presenting tdReview
readers his ‘World Programme of Organic EconomicdRetruction’. The emphasis here
falls firmly on the ‘organic’, and the paper is cenned with the international coordination
of the factors of production, not so that they rhaycentrally organised per se, but rather to
‘create...an economic machine capable of circumsggiblocalising, and reducing the
interferences with economic activity’ (de Michelit931: 496). The idea is that of the
fullest mobility of all factors: labour; land andaterials; and credit, so that they might be
employed globally to most efficient effect. Thelautinvokes bilateral steps already taken
to this end, from Sao Paulo’s granting of landglantation development to Poles in 1927,
to Franco-Italian agreements on Tunisian phospt{ftigs: 499). The principle however is
for this on a global scale. The world has becommaaket, but national competition,
suspicion, and trade barriers impede it from betgas one. An extension of sorts of this
thinking can be found in LL Lorwin’s ‘ILO and Worl&conomic Policy’ (1936). Here,
however, the intention is less ‘organic’. Lorwirtisesis is for the extension of the ILO
principles to encompass the full range of economativity and coordination: an
international declaration that will bind those pa8 dislocated by war; those small
countries defining their sovereignty; the new intdats asserting themselves such as Japan;
and the new-ordered economies such as the USSRgtialise the opportunities of all
countries with regard to raw materials, creditsrkats, etc.’ (Lorwin, 1936: 464). Like the
ILO, this enterprise would not change the world iediately. But it could set objectives
and standards to be worked towards, and othenhise svhat improvements can be made
given the energy and the means.

In only marginally less comprehensive terms Mardind Riches considered
alternatives to the automatic gold standard — swotighly reconstructed, and then
abandoned in the course of the 1920s and earlys193fhd struck firmly upon a system
incorporating measures to sustain the volume @fagpiurchasing power (Martin & Riches,
1933: 39; 46; 49) that would serve stable prices, @&t as a stabilising influence overall,
staving off deflationary spirals. The success othsyolicies, if they are not to be
undermined by competitive devaluation and tarifédxh responses, require comprehensive
international agreement and consensus. Both Bstdacmillan Committee and the recent
League of Nation’'s Delegation on Gold had assdftedeed for international agreement in
framing a new and effective monetary order to bdteilitate trade. Martin and Riches
suggest an important role in this for the ILO, mated and obliged as it was, to working
toward universal peace and social justice, thevgmdon of unemployment’ and the
‘provision of an adequate living wage’ (Martin &dRies, 1933: 50).

This work emerged, to a large extent, from the 1@®&rnational Labour Conference

Resolution prioritising public works for the purgssof boosting active purchasing power.
Even critics of this proposal, such as Gustav Gagsmpted, first, that the initiative must
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be to restore the level of commodity prices, ancbsd, the need for coordination, he
himself proposing a simultaneous price-level inseedbetween the United States and
Britain: ‘it seems pretty sure that other countriamuld follow such a policy without much
hesitation’ (Cassel, 1932: 648). Others, who dildssube to the policy of works at an
international level (Woytinsky, 1932; Johnston, 2PBake the case that industry since the
war had been internationalised, so attempts tovescih must likewise be international.
Woytinsky proposes an international fund, from whaountries would be granted loans
proportionate to their need to create employmefAB821 21). The general revival thus
brought about would increase trade and rapidlyagustself, rather than leave nations to
flail about independent of one another. The impuateof trade to national economies leads
Johnston to conclude that in terms of economic rptan ‘it is not only logical, but
practically inevitable...to pass beyond the limitsoofe nation or State’ (Johnston, 1932:
74).

There was far less in the way of concrete achiemérmeeven experimentation with
regard to this aspect of Depression management thi#im the others. Nor were
recommendations especially thorough. That is natayp that there was no international
cooperation. The very functioning and existencéhefILO is a case in point. Beyond the
ILO the Lausanne Conference successfully reducéditdéing German war reparations,
and within it we have already discussed the Conamitin Public Works. But any such
progress was checked. Some economies were alreadyg inward, fearing the risks of
international competition and drawing up tariff tars, whilst other still were seeking
recovery ‘by means of...preparations for war’ (Lorwli936: 466).

The Conference

If States were growing, they were not necessariyving closer together. The forum
of the ILO remained throughout however. Every Seyker in theReview(October in the
case of the momentous 1939) was a report on theeedings of the International Labour
Conference. An extended consideration of these dviilillanother work this length again,
but a brief overview will serve tell us somethinigoat what Conference delegates could,
and sometimes could not, agree upon, and the mesaghen most readily open to
remedying depression.

It is 1932 that we arrive at measures most obworedhting to the Depression, from
which emerged on 30 April a special Resolutiontmeéconomic crisis. The four principle
points were as follows:

i)  Government delegates duly authorised to that effestild as soon as possible
draw up schemes for large international works witbnomic equipment and
for national works so designed as to encourag@tbeomic situation within
the countries at hand, providing them with a finahisasis;

i)  So as better to secure agreement both the ILO aadue of Nations should
be present at Lausanne for the forthcoming conéerem the resettlement of
war reparations and other political debts;

iii) States should take joint action to settle issuesuafency and credit so as to

imbue the international monetary system with thguiste stability to avoid
future depression;
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iv)  Governments in collaboration with the other delegatemployer and
employee, should examine problems of production teadie with a view to
the resumption of normal economic activity by cates plan, based on the
systematic increase in the consumption of the msassed coordinated
extension of international trad®.

The prioritising of public works was not withous iproblems. While the essentials of
the Resolution were approved by representative30ofountries, and 26 of 31 workers’
representatives, it received approval from onlgé¢hof 31 employers’ representatives, with
one voting against (Martin, 1932: 199-200. See &pecial Article [Sixteenth Session],
1932).

The 1933 Conference retained a depression-cemggeieda: the first three points relate,
respectively, to the abolition of fee paying empi@nt agencies; invalidity, old-age and
widows’ and orphans’ insurance; unemployment insceaand the various forms of relief
for the unemployed (Special Article [Seventeentes@m], 1933a: 317). Conventions were
passed on all the above issues, bar unemploymsunaince.

1934 prioritised the reduction of work hours, whilsnemployment insurance
occupied second place on the agenda. On work hthesBritish Government delegate
made clear that he could not countenance a Cowveriiat afforded no protection of
wages. The Conference decided to refer the wheleiso a Committee. This was where
the Employers’ Group, in a position of oppositiontihe policy, declined to participate. At
his own request, the Italian Employers’ delegatdigpated (Special Article [Eighteenth
Session], 1934b: 290-1). An Unemployment Provisuais adopted.

The 1935 conference was topped by the maintendnicesurance rights for workers
emigrating, whilst the third part of the agendaldedh young persons unemployment, and
the sixth again with the reduction of hours (Spegidgicle [Nineteenth Session], 1935:
289). Of the 1936 Conference five of the agendmjhtdtems concerned the reduction of
work hours in various industries, notably on publicrks and in the construction industry
(Special Article [Twentieth Session], 1936b: 288)Forty-Hour Week Convention was
adopted at the Twentieth Session, and two furtbssiens were held in the year relating to
sea-farers.

In 1937, of seven agenda items, three again rekateéde reduction of work hours
carried over, whilst the third listed item concetribe planning of public works in relation
to employment. This last item was no longer meraty appendage to discussions of
unemployment relief (Special Article [Twenty-Thir@ession], 1937: 293). Another
Reduction of the Hours of Work (Textiles) Conventigas adopted.

1938 and 1939 shared an agenda (1938 had not beesgssful), on which we find, of
particular note, an item again concerning migraotkers, as well as items on technical
training and the generalised reduction of workiogiis (Twenty-Fifth Session 1939: 448.
See also Special Article [Twenty-Fourth Sessior§38a). From 1938 came only a
Convention concerning Statistics of Wages and Hofird/ork, and in 1939 a Migration
for Employment Convention was adopted. After tiie Conference went into abeyance
until 1946.

20 | have paraphrased this section from the origitext as quoted in PW Martin’s ‘World Economic
Reconstruction’ (1932), Pg.200 and in Annex |, P§.22
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Causes

Corporate profit resulting from this period was enamous; at the same time...the
consumer was forgotten...the worker was forgotten...thstockholder was forgotten.

United States President FD Roosevelt, fromLoigking Forward
as quoted in ILO Director Harold Butler's ‘The Cearof American Recovery’

We are now in a better position to look at the ehirderpretations of the Depression
found in theReview The arguments, in studying the various policyoremendations and
the debates surrounding them, have been sketcle@ alo some degree or another. It is
worth having a fuller account of these debates keweand, where they apply, the
interpretive structures behind them. Not only deytltonstituteReviewanalysis of the
period, our present subject, but they served tpelgavernment policy as well as the very
concepts of government and macroeconomics thensselve

There is through the period a limited discussioaualbirth rates and their effect on
employment levels. It is not a compelling aspecthef debate, but interesting to consider
as, at the least, a sign of the times as it werkletsch identified in th&®eviewin 1933
declining birth rates across the richer nationsth\ihis he coupled a thesis on the ratio of
‘pure consumers’ to ‘producer-consumers’ to arave position where the decline in new
births meant fewer, non-working, ‘pure consumessévery ‘producer-consumer’, resulted
in over-production, glut, unemployment. His pregtans to this problem range from the
reduction of work hours to the redistribution ofaktd (Hersch, 1933: 160-162). Stefano
Somogyi offers a direct retort (albeit some two rgelater) and gets to the crux of the
matter by stating that to justify the Hersch hypaib it is

‘essential to show that the shift in demand from gloods chiefly consumed by the “pure
consumer” classes of the population (...the extregeegoups — up to 15 and over 65...) to
the goods and services required by adults hasffiset ©f diminishing the activity of branches
of production that employ relatively few workerSqmogyi, 1935: 163-164).

This, he determines, is inconclusive at best. Kl#inig goes in the other direction to
identify the war-period drop in birth rates as ax@ally unnoticed component in the
relative economic recovery of the later early 193w effect begins with those born in
1915; they were 18 years old in 1933...since 1938 ‘foalf-strength” years have come on
to the labour market’ (Heinig, 1936: 156). Fussingonvinced however. Looking at youth
unemployment, he makes reference to the forecasbroke that owing to the low rate of
1915-1919 youth unemployment (14-18 years of adhitncase) would essential disappear
as of 1929. ‘It was in fact precisely in 1929...thatenile employment began...to grow at
an alarming rate’ (Fuss, 1935: 652). Given the masgariance in scale between changes
in birth rates and unemployment levels (the ldtging decidedly more dramatic, reaching
a quarter of the workforce in some nations), we egree with Fuss that taking the
demographic factor to be decisive in determiningleyment levels is simply wrong.

Rationalisation, which is to say technical and tetbgical advancement in the
process of production, is, on the other hand, ifledtas a major component of economic
downturn, and is so noted throughout the pefidetitz Sternberg (1937) argues that in the
past, new (typically colonial and unindustrialisedarkets, and then the mass warfare of

21 Sternberg’s ‘Prolonged Unemployment’ (1937); Fldmrithe Problem of Technological Unemployment’
(1935); Lederer’'s ‘Technical Progress and Unempleytn(1933) are but the most relevant to the imrmiedi
analysis of the Depression.
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1914-18, provided outlets for excess productioresehfactors were not similarly present
post-war. Yet advances in efficiency, deriving froationalisation, continued even in the
Depression years of 1930, 1931 and 1932, produg@nworking hour increasing by a
mean of 5.37 per cent, year upon year (Sternbe®§7:1475°. Furthermore, “it is
practically certain that the rate of technical pesg since the war is several times as rapid
as it was before the war” (Quoting th&/ierlteljahrshefte des Instituts flr
Konjunkturforschunglbid.: 468). Flamm notes that in conjunction wittis, and in sharp
contrast with the past, ‘the process of decreabiogrs of labour has been negligible’
(Flamm, 1935: 352). The 70-hour week remained vimdji memory, he says, but it had
been made just that long before the war. Comparatgements post-war were not
evident. So production outstripped the capacityctmsumption. Even the existing plant, at
full employment, could only ultimately exacerbatmg-term unemployment. This is the
shortage of consumer demand that accounts for éped3sion. This is also why President
Hoover’s belated use of Federal credit to bolsdéways and banks came to so little. The
credit was absorbed ‘sponge-like’, ‘not in building consumption, but in reducing the
credit pyramid — and not even that, for the Govesntmwas substituted as creditor. The
portion of this credit which found its way into cheels of consumption was small’
(Flamm, 1935: 356). As discussed above, Flamm drfnrethe reduction of hours worked,
and the managing of production.

For Martin and Riches, ‘that chaotic monetary ctiads are largely responsible for
this débacleis generally admitted’ (Martin & Riches, 1933: 27The gold standard had
essentially collapsed, throwing exchange rates tumimoil and badly damaging trade, the
process exacerbated by quotas and tariffs agaiuoked by exchange volatility. The depth
and rapidity of decline between 1929 and 1932 tbrmd above: trade dropped 34 per cent
in the first six months of 1932 against the alreddpressed corresponding period of the
previous year (lbid.: 26). The very dynamic of udd standard had been altered post war.
Before, as the authors describe it, the standarsl less an international system than a
British one internationalised. Selling abroad ighhivolume, it permitted the free entry of
goods in exchange. Furthermore, it fulfilled itderas a creditor nation by seeking
investments abroad and extending credit abroasieptimg the accumulation of balances.

Since the end of the war ‘the privilege and burdéthe international application of
the gold standard’ had been shared with Francetla@dJnited States. Both countries
employed tariff barriers, neither invested as Hgaaforoad as Britain had. Both were due
debts from the war. This meant the flow of golderges into their national accounts at the
expense of other countries. ‘Roughly speaking, edidhese countries now holds about a
third of the world’s monetary gold, leaving the @tHifty or more countries just over a
third on which to do their business’ (Ibid.: 28-Fhe authors go on to question the genuine
automaticity of the ‘automatic’ gold standard, wleguntries may take measures to stop it
working. To this is added questions of valuatidhg, pound for instance generally being
considered to have been over-valued at the tinies 4025 resumption of the standard, and
as a result suffered export losses. It was, in sutébaclethe measure of a depression. It
demanded a new, and international, arrange?ﬁent.

2 There is an interesting note in this paper abouh&hAlready at this time home to an estimatedh fiff
world’s population, it nonetheless accounted fasléhan 2 per cent of world trade per annum beti®a3
and 1935.

2 A recent paper (July 2009) on this aspect of teerBssion has just been written by Barry Eichengesel
Douglas Irwin, entitled ‘The slide to Protectionigmthe Great Depression: Who Succumbed and Whi@irT
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Another view still, and one dependent on a muchemmymprehensive theoretical
system, is the analysis presented by BouniatidBéonomic Depression and its Causes’.
His argument on wages is extrapolated above. Taemyfuels itself: production supplies
its own purchasing power, for even that which sesbautomatically goes into investment,
providing the demand for excess production. Thedhdaurden of bringing savings and
investment into equilibrium is placed on the ingtreate. Set high, this will deter
investment and encourage saving; set low it wiliseathe inverse. Prices, including wages,
respond more or less seamlessly to demand andtaiffjemselves, so that greater
production, rather than outstrip demand, will medther greater consumption, or lower
prices. If prices fail to adjust, the system bra#tewn. This is what Bouniatian identifies in
the wage bargain:

‘The obvious and primary object of the campaign irRgta economic crises and
depressions must therefore be to eliminate allaaiess$ preventing wage rates from adapting
themselves as closely as possible to the valudeoptoduct of labour, during the period of
expansion as well as after a crisis’ (Bouniatid@84: 22).

Maurice Ansiaux, in evaluating under-consumptioradactor in the economic cycle
(1932), focuses on the movement of wages, or laeiedf, during the period of expansion.
Under-consumption is a broader thesis than ovedtmiion (though this is a part of under-
consumption), the latter simply referring to theability of undertakings to attain a
remunerative price for their product. Under-constiampderives in part from the ultimate
misplacement of investment (or over-investmentvegiment always understood as being
undertaken in anticipation of future returns) andpiart from the ensuing collapse of
confidence: ‘the alternation of periods of prostyeaind depression is based entirely on the
fluctuation from illusion to disillusion’ (Ansiaux1932: 13). It is accentuated in times of
prosperity, as profits rise far more than wagesd ‘a is chiefly out of profits that savings
are accumulated’ (Ibid.: 20). The capitalist pusgsacapital equipment with his excessive
savings, resulting in over-production. In depressi@e holds capital in liquid or other
readily realisable forms. The wage earner goes iyurg both points the maldistribution
of the community’s income accentuates the probleonder-consumption, and accentuates
the economic cycle. Presumably, increasing wealblev make such fluctuations more
violent still: the wealth-concentration effect mibtdy President Hoover’'s Research
Committee. The solution to the extremities of ecoiofluctuation can only be some kind
of redistribution of income. Martin, though born iwndon, was educated at Columbia
University where he would have encountered undasgmptionist thought in courses with
Wesley Mitchell and others (Endres & Fleming, 2082), and there are echoes of this
paradigm throughout his work.

In 1936 this notion of under-consumption would beeg a thorough theoretical
substructure by Keynes. The rate of interest, whidine classical model kept savings and
investment in equilibrium, and thus served to apply full extent of purchasing power
generated by production, is divorced from the lewélsavings. Rather, in Keynes'’
formulation, it is determined by a preference faslt. This is the relevant demand: the
interest rate is what people holding cash recaivdeinding it to others. This means that a
drop in consumer spending will not necessarily e by new investment to absorb the
excess output. The psychology of the communitgéniified as such that as employment
and aggregate real incomes increase, so too dossmoption, but, by less than the rate of
increase in income. Without extra investment tcodishe output beyond the community’s
propensity to consume, ‘receipts of the entrepremalli be less than is required to induce

contention is that the longer countries adhereth¢ogold standard, and did not opt for devaluattbhe, more
they later adopted protectionist measures.
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them to offer the given amount of employment’ (Kegn 1936: 2%). Given the
community’s propensity to consume, employment @thontingent on the rate of current
investment. A full-employment equilibrium is notetiefore a natural tendency, but exists
when, ‘by accident or design’, current investmerdvimes a demand equal to the excess
output resulting from full employment over the leagéconsumption of the fully employed
community.

Worse is to come: ‘not only is the marginal propgng consume weaker in a
wealthy community [consumption rising with, but lags than, incomes], but, owing to its
accumulation of capital already being larger th@aspunities for further investment are
less attractive unless the rate of interest falks sufficiently rapid rate’ (Ibid.: 29). So, with
increasing wealth, not only will the propensityctinsume decline, but investments become
subject to diminishing returns, and also declineatNzero interest rates in both the US and
Britain at the time seemed to attest to this iddee Depression was a malady of wealth. To
provide this extra investment was the key to itkitgmn. Where, for psychological or
institutional reasons, there may be difficultieffisiently reducing the rate of interest to a
level to induce the investment required for full@ayment at the existing propensity to
consume, ‘Keynes thinks that public works are nesxgs and may become more and more
necessary as the wealth and capital equipmenteo€dimmunity increase’ (Lerner, 1936:
452).

These debates were not without their controversankswer to Keynes (by way of the
Lerner piece) Cassel asserts ‘there can be noteinthas a general theory of employment’
(Cassel, 1937: 444). Perceiving an attack on themaf thrift, he declares ‘if all the
unemployed died, we should have an economy inibquin and with full employment,
but still suffering from the supposed malady ofexcessive “propensity to save™ (lbid.).
Lerner rejoins that Cassel has produced usefulaomnwork here, most particularly on
how not to conduct analysis: ‘one cannot assuménange to take place without the
consequences of the change also taking placéhelihemployed are removed, with them
goes the demand for the goods, however slight, ¢tbegumed and new workers fall out of
employment into a corresponding proportion of the&aker population as the previously
unemployed (and now dead) occupied ‘(unless ProfeSassel continues his experiment
until the whole community is exterminated)’ (Lern£®37: 588).

Even Professor Cassel, however, as we saw aboenetaaverse to governments
setting commaodity-price levels in the effort to kdige prices. Whether by political
interference (wage rates; impeded internationdefathe maldistribution of income, or the
technical-economic consequences of increasing weadltof the above analyses necessitate
corrective action. Given the political realities thie time, this meant invoking action by
State governments. Most analyses, moreover, ingguBbuniatian’s classical wage theory
(allowing wages to rise in periods of prosperityguired some redistribution of income
(implicit in the case of proponents of public worker both sustaining demand, and
managing production. And this was the mandate giedfranklin Roosevelt in 1932:

‘as | see it, the task of government in its relatio business is to assist the development
of an economic declaration of rights, an econonaostitutional order...happily, the times
indicate that to create such an order is not dmyproper policy of government but is the only
line of safety for our economic structure as w¢Rbosevelt, as quoted in Butler, 1934: 4).

24 For reasons of clarity | shall make direct refeeeto the Keynes text in some parts. Though pregettie
conclusions of the General Theory, Lerner’'s piegesdnot offer a full extrapolation of how these eached,
and can be opaque in what it does present.
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Conclusions

This is not a general history of the Depressions #n account of the Depression as
witnessed by thdrReview an organ concerned first and foremost with theddmn of
labour. Credit crises, trade collapses, and cuyremas form little more than backdrops to
debates and analyses. Devaluation as a policy mierhas discussed, if in a limited
fashion, with reference to Belgium, Sweden, andatdesser extent still France and
Germany. They constitute over-arching policy opgibilowever, without the proper context
in which to consider them. Likewise | have opted twlook at wider social insurance
adoption, lacking as it does a direct bearing @\Dbpression.

But although its remit was limited, it still manabt cover a wide range of issues,
policies, and perspectives. It was also remarkablyanced in its thinking. According to
Endres and Fleming, Martin and Riches’ early (193&ssertions about the insufficiency
of monetary policy on its own ‘would have been imppehensible to those at the LON
[League of Nations] and BIS [Bank of Internatioi@dttiements]’ (2002: 79) until much
later. In a critique of internationdhissez-fairethought toward the end of tH@eneral
Theory Keynes states that ‘it is the policy of an autonom rate...and of a national
investment programme directed to an optimum ledetl@mestic employment which is
twice blessed in the sense that it helps oursedvelsour neighbours at the same time,’
annotating the passage with the following footnote:

‘The consistent appreciation of this truth by théetnational Labour Office, first under
Albert Thomas and subsequently under Mr HB Buth&s stood out conspicuously amongst
pronouncements of the numerous post-war interratioodies’ (Keynes, 1936: 349).

The central narrative is that of the expansiorhefrble of the State, at least as regards
economic order. Bouniatian, in calling for the ehation of obstacles to wage rate
adjustments, does not deny the role of the Staguah a proposal, nor can he given the
political arrangements of the time, and the scdpth@® measure he calls for. Ansiaux, in
calling for a redistribution of income is almostcessarily calling for action from a
preeminent political agent — at this time, the ozl state apparatus. Calls for public
investment are arguments directed at governmertigreT were not at this time the
sufficient international structures, economic ofitigal (to the extent they can be wholly
divided), to implement the level of managementdgfly being proposed. There is not one
analysis in theReview at this time devoid of a government agency, wilrethe
Commonwealth Court of Conciliation and ArbitratienNational Industrial Recovery Act,
or Unemployment Insurance Act. And these represemfgrocess just beginning:

‘The quasi-independent status of industig-a-visthe State has been replaced by a
mixture of partnership and dependence which, wieateway be thought of it as a system,
constitutes a totally new situation, to which thaas of those responsible — statesmen, civil
servants and businessmen alike — are not as Yetfljusted, and for which in many cases the
appropriate administrative machinery does not effisrtin, 1936: 631).

It could be argued that given the potential foreabpoverty (realised so dramatically
in the period considered), the importance of ingustnd the limits of the State, the richer
economies of the 1930s bear a greater resemblartoelay’s developing economies than
they do to their modern manifestations.

Kurt Heinig makes reference to Adolf Wagner's ‘lafvan increasing extension of the
functions of the State. Wars and depressions hanghasised the correctness of his view’
(Heinig, 1936: 158). Some States have since so letety mastered the process of
production that they have at their disposal thepesasy for their own, and the rest of our,
extinction. Heinig is surely right in identifying ithe Depression a catalysing effect to this
growth of the State. The conscientious reader efRviewat this time would also have
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been well aware of the threat of future confliegpdnese and German rearmament, if not
their expansionist intentions, are alluded to eumber of occasions.

Of all the measures to manage the Depression, tt&# prominent and thoroughly
surveyed is that of public works. This effort waad, by design or otherwise, by British
economists: Martin in his analysis of monetary @gliand his subsequent thoughts on its
limits; and Office Director Harold Butler in his woin the United States, the site of the
most ambitious of the public works programmes. R#geeconomist Paul Krugman
calculated that of the 7,000 or so papers publidghethe national Bureau of Economic
Research between 1985 and 2000, only five menti€ineal policy in their title or abstract
(The Economist, 2009: 70). In the US today therfoial sector has received a great deal of
State aid. But then it now accounts for 7 per aérdalaries and wages, more than double
what it did in the 1950s (Friedman, 2009: 42). sidpis, proportionately, a less important
employer than it was.

Reviewworks also draws out, in terms of the developnwntconomic policy, the
role of long-term economic factors in shaping tbétigal conditions that permit policy. By
1930 unemployment in the US had almost doubled,itbseems unlikely that Roosevelt
could have benefitted politically at that time frahe attack on profit accumulation quoted
above. By the end of 1932 however, unemployment feathed such an extent that
inaction then became politically intolerable. In3B9Sweden elected a Social Democratic
government so as to expand the measures to combaiployment and market vagaries; as
did France in 1938’

As regards the breakdown of the economic systeothantheme emerges, though it
is rarely referred to explicitly: the redistributiof wealth. Near most all efforts to stimulate
consumer demand depend on putting purchasing pioieethe hands of those who have
least of it, or, in other words, those most certairspend it. Ansiaux calls for it directly;
Fuss and Christie Tait see it in Tyneside; publrks as ‘pump-priming’ (Ickes, 1937:
775) is implicitly dependent on the idea, at theyveast in so far that debt incurred by
such spending is serviced by taxation on highesrmes and high-value properties. It may
not have been the welfare model of today, but thvesee ideas that represented some
degree of redistribution, and were being deemeaajiatl to economic stability.

A recent Economistarticle (2009: 68-72) described the current criass having
exposed ‘bitter divisions among economists’ (68)isT as can be seen above, not least in
the exchanges between Cassel and Lerner, is rew @lmenomenon. From this period, and
in many ways from the pages of tReview emerged a notion of the ‘Keynesian task’ of
demand management, now ‘a routine duty of govertshén). The same article posits the
idea that theGeneral Theoryhas been superseded: ‘real scientists, aftedallnot leaf

% We can see parallels of this dynamic in the 1986s The oil shocks of the early decade brought ietief
the prospect of high inflation, which coincided lwtheorising (namely Mr Friedman and Mr Phelps)uitibe
causal relation between low unemployment and hidlation. Policies premised on a non-acceleratirftpiion
rate of unemployment (NAIRU) began to gain currersyit were, taking around 5 per cent as a tolerathot
necessary, level of unemployment. This was the @ois of Ronald Reagan and Margaret Thatcher. The
viability of such a policy however depended on libreg-term growth of wealth that had occurred, whitctd
created what Peter Glotz, then a German SPD palitidescribed as the ‘two-thirds society’, or waibraith
called the ‘culture of contentment’. Relative in@es in wealth and comfort for a majority left a onity,
either unpoliticised or politically overwhelmedcled into relative poverty, upon whom fell the vasdjority

of this 5 per cent level of unemployment. Now, wiittat the prospect of a less discriminating unegplent
level closer to 10 per cent, there may yet be arqgtaradigm shift. Glotz’s work is given a refinechpirical
basis in Headley, Krause and Habich’s ‘Long andrShierm Poverty: Is Germany a Two Thirds Society?’,
Social Indicators Researcti994
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through Newton’s “Principia Mathematica” to solventemporary problems in physics’
(68). But then economics is most assuredly nottarabscience. The guarantee of this is
the fact that it must contend with the unpredidigbiof human behaviour; with the
vagaries of human psychology. This was understoel w our period, whether it was
Cassel calling for balanced budgets to restorefidence’, or Keynes expounding on our
various propensities. Economists George Akerlof Ratbert Shiller have borrowed the
term ‘animal spirits’ from Keynes for the title afnew book concerning the psychological
and irrational elements governing economic behaviBredman, 2009: 42).

The Review itself was not without its dramas. There was therner-Cassel
controversy, and the death of Albert Thomas, ancedrin theReviewwith the black
bannered, shocked headline, ‘Albert Thomas is dda@® Supplement, 1932). There was
contributor Fernand Maurette, who died from illnessl-way through an article on the
French Popular Front government’'s economic polite article was duly published
‘exactly as it came from his pen’ (Maurette, 19374#9). Convictions were forged, as with
Martin’s increasing belief in the need for fiscéihsili, and statements of defiance were
made: upon the outbreak of war Director John Wirdetlared that ‘the function of the
organisation in this unprecedented crisis in thetidg of man is to contribute to the
preservation of the common heritage of civilisatiMiinant, 1939: 446).

Most important of all, through a time of deep @jsitheReview in its studies and
proposals and statistics, had been concerned lgthitimate aims of man.
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