from the banks. and this will further
mncrease inflationary pressures. )

Inflation increases the difficulty of
getting vid of irksome controls. They
have to be imposed. not in accordance
with some development plan, but to
keep the price level effectively n check
hecause nflation  leads to shortapes.
The expanded purchasing power in-
creases the demand for imports, and um-
port and exchange controls are needed
to prevent all exchange reserves from
being spent. Unless those who receive
licences are to gbtain monopoly profits,
internal price control is needed, and it
must be imposed wherever shortages
appear. . .

I am also inclined to think that there
are bad effects on -industrial morale.
Emplovers complain that over-full em-
plovment greatly increases labour turn-
over, and makes workers less couscien-
tious. But one may ask also if it doesn™t
lead to slackness In management and
less concern over avoiding wasle and
improving efficiency, because profits are
casv to get.

So we ask whether it is better to
have over-full employment and suffer
these effects, or aim at full employ-
ment as I have defined it and avoid
the worst of them.

Sometimes 1t is suggested that the
redundant purchasing power should be
taken up in increased production. This
is desirable for its own sake, butl it'is
not a solution to the inflationary prob-
Jem, becayse it is nol possible to in-
crease production fast enough to offset
price increases as large as 0 per cent
per vear compounded. The answer is to
be found in control of money supply.

The volume of money rose from £53
million in 1939 10 £150 million in
1945, and £277 million in 1953, about
five times as much as in 1939 and 80
per cent greater than in 1945, If we
allow for greater velocity of circulation
of money, purchasing power nearly
doubled. Over the past vear it has in-

increase in overseas exchange reserves
from £83 million in 1945 to £118
million in June, 1953. . . Another cause
s Government borrowing from the
banks. This rose from &£57 million in
1645 to £84 miltion in 1953, The third
main cause is advances and investments
by the trading banks which were over
£60 million higher in 1953 than in
1945,

We can avoproach the problem by in-
creasing the supply of goods and re-
ducing the money supply. or at least
preventing it from rising further. As I
have said. increasing local production
Is important, but it can't operate fast
enough., We could, however, utilise the
increased exchange rteserves to buy
more imports. However, I don’t think
imports are unduly prevented by ex-
change controls at the present time and
main emphasis must be on the side of
money supply. We could tackle the
problem through export receipts by
means of stabilisation accounts for farm
products, or by appreciating the ex-
change if export prices do happen to
rise further. Internallv we have to com-
bine Government financial policy and
monetary policy. The one requires
budgeting for a surplus and repaying
Government debt to the banks or using
it for public works so as to reduce bor-
rowing from the public. The other re-
quires tighter control of credit and let-
tiug interest rates rise, both to encour-
age more savings and discourage mar-
ginal investments.  To prevent wages
from rising is an approach of dubious
merit unless other measures keep price
increases within bounds, for it is asking
a large section to bear the brunt be-
cause of failure to tackle root causes.

None of the lines of approach indi-
cated is popular: but unless the matter
is taken out of our bhands by a sharp
decline in expnrt prices, we are likely
to suffer from the conseauences of in-
flation until we are prepared to follow
these routes, not necessarily by deflation
to bring prices down, but by holding
restrain further in-

creased further by L58 miilion. The the position to
first main cause of the expansiou is an creases.
p—

‘lore l'l'oa,l'anunes ironl France

JIX new plogrammes
in the series Paroles
de France, containing
French music, poetry,
drama and short stories
interviews with com-
posers and novelists and
descriptions of Freuch -
country life, are to be’
heard f{rom the YC
stations, In the first
broadcast (from 1YC at
8.0 p.m. on Sunday, Sep- -
tember 12) listeners will

be =ble to hear three
French country tales,
and some unusual stories
by Max Jacob, Jean
Cocteau and Henri
Michaux.  The tajes.

which are told in French,
are full of wit, some-
times tragic and some-

times  humorous, and
create a rustic atmgq-
sphere in which the

peasantry, ‘those 20 mil-
lion people who are the
backbone of -France; live-
their rich’ and varied
lives and cherish their
folk music and tales and
legends. Paroles de
France are prepared by
L'Alliance Francaise,
Paris, recorded by La
Radiodiffusion Francaise.
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Peasant girl from thé French North-west

SILVER DIP Is prepared
to a2 British formula
devised by the Design and
Research Centre for the
Gold. Sitver and Jeweallery
Industries, Goldsmith's
Hall, London, in <c¢on-
junction with 1, Goddard
& Sona Ltd.,, Leicester
England,

—she’s
cleaning
the silver!

——— e — —— o — " - —

.rinse..dry!

Never before such quick, safe silver cleaning! Dip
your sitver in SILVER DIP — it washes tarnish
away in seconds, doesn’t harm the silver—
rinse in cold water, and dry ! No brushing or
rubbing, no fuss or mess. Llarge, intricate
pieces are instantly cleaned with SILVER DiPped
cottonwoo! — and SILVER DIP prevents tarnish
for longer than silver polishes do. Get a bottls
of SILVER DIP today —you'll be amazed at its

success !
PATENT with fres small tizs
PENDING , Goddard's Sitver
Cloth {or that final

silversmith’s gleam.

MADE BY THE MAKERS OF I‘Hb I'AMOLS
GODDARD'S PLATE POWD

Distributed throughout New Zealand by Salmond & Spraggon Ltd., Welltngton 4.3

more and more
smoke

West End
everyday
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[ The mild Virginia
cigarettes you'll enjoy
o e provd Ur offer
l ldr 10

EVERYONE LIKES WEST END— THE BALANCED BLEND
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