In 1929 unemployment and recession was the major issue facing Britain, the major
preoccupation of people and government. Lloyd George produced a masterly plan,
researched and accounted to the last shilling and penny. The Liberals were defeated at the
ensuing election. And Britain was the loser.

Today, 80 years later, the country faces the same situation, only multiplied up on a vast

scale by financial wizardry and globalization. We need a plan of similar vision, and this
time, we need to follow it through.
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THE PLEDGE

If the nation entrusts the Liberal Party at the next General Election with the responsibilities of
Gowvernment, we are ready with schemes of work which we can put immediately into operation, work of a
kind which is not merely useful in itself but essential to the well-being of the nation. The work put in hand
will reduce the terrible figures of the workless in the course of a single year to normal proportions, and
will, when completed, enrich the nation and equip it for competing successfully with all its rivals in the
business of the world. These Plans will not add one penny to national or local taxation.

It will require a great and sustained effort to redeem this pledge, but some of us sitting at this table have
succeeded in putting through even greater and more difficult tasks in the interests of the nation.

Extract from Mr. Lloyd George’s address to Liberal Candidates on 1st March, 1929.

WE CAN CONQUER UNEMPLOYMENT

THE word written to-day on the hearts of British people, and graven on their minds is Unemployment. For
eight years, more than a million British workers, able and eager to work, have been denied the opportunity.
At the end of 1928 the total reached a million and a half; a quarter of a million more than a year before.
These workers with their dependants, represent four or five million souls. They are a very nation, denied
the opportunity to earn their daily bread, condemned to hardship, to wearing anxiety and often to physical
and mental demoralisation. What a tragedy of human suffering; what a waste of fine resources; what a
bankruptcy of statesmanship! This is by far the biggest single issue before the country. All parties will claim
to have a solution, It is the task of the electors to decide which solution is the most likely to achieve
success. In making a decision, they must consider not only the superficial attractiveness of the various
proposals, but the extent to which they are based on sound reasoning and patient enquiry, and will be
backed by driving power and by experience.

This is a brief outline of the proposals of the Liberal Party. They have been developed as the result of
enquiries of the most exhaustive character, lasting over years; indeed, even political opponents have paid
tribute to the thoroughness and the ability put into the work of investigation. For a fuller statement of
Liberal Policy, reference should be made to the Report of the Liberal Industrial Enquiry and to other
Liberal publications.

Attention will be concentrated here on the specific remedies which the Liberal Party are prepared to
put into immediate operation.

There are three essentials to a solution of our unemployment problem:

The first is that we should decide that the problem is really capable of solution! The determination to
succeed is half the battle. One of the most disturbing features of the present situation is that, as a result of
years of Tory ineffectiveness (described as "tranquillity"), the nation is in danger of losing confidence in its
ability to win through its present difficulties. In face of such immense suffering and waste, tranquillity is
treason. The first condition of success is for the Government responsible to believe that it can solve the
problem; and to stake its reputation on solving it. The Liberal Party confidently. believes that, if put
into power, it can solve the problem and bring unemployment down to proportions which experience
has shown to be normal.

The second essential is that the problem should be faced in the same spirit as the emergencies of the War.
The suffering and waste caused by unemployment are as important as was the provision of munitions
during the war. South Wales and the Industrial North are our Devastated Areas.




[t was said in the war that we never could produce all the munitions our men begged for; but Mr. Lloyd
George produced them. Legislation that would normally have taken months was passed through in days.
The present situation must be approached in the same spirit, and with that effectiveness of
administration which only driving force and experience can secure, and which the Liberal leaders possess
in special degree.

The third essential is a carefully formulated policy, based on a survey of the economic realities of the
situation. It is the last which it is the main purpose of this booklet to define.

THE FACTS

The essential facts about unemployment are that whereas before the war we had on an average 4.7 per
cent. of unemployment, representing something over half a million unemployed, for more than eight years
now we have had above a million. After over four years of Tory Government, with a majority so large as to
make possible any reasonable policy of solution, we have an increase of some 200,000 in the numbers
unemployed; in other words, including dependants, nearly a million more persons suffering directly from
the effects of unemployment than when the Government took office. A peculiarly distressing feature is the
large proportion of young men who are forgetting what it is to work, or have never had the opportunity to
learn.

For the permanent cure of this situation along normal lines certain long-term remedies are necessary.

(1) the raising of the level of the efficiency of British industries to such a point that, in spite of the
special post-war difficulties, they may regain, and improve upon, their pre-war prosperity; this being
assisted by the securing of co-operation between employers and employed and achieved without adopting
any policy of wage-reduction;

(2) the development of new industries necessitated by permanent changes in other industries.

This policy, resolutely and intelligently pursued is calculated to remove our abnormal unemployment in
the course of years.

But are we to be content with that? Are we prepared to tolerate the thought of more years of
unemployment on something like the scale to which we have recently been accustomed?

Surely the waste and the folly of such a course are self-evident? Side by side, we have a great army of
workers longing for employment and a multitude of tasks waiting to be done. Is statesmanship so barren
that by appropriate organisation the two cannot be brought together? Cannot we use this great labour
force to improve our roads, house or re-house our workers, develop our power resources, drain our lands? It
is not merely a question of finding employment for those who must in any event be maintained. It is that
we should seize this great opportunity to raise the whole level of efficiency and amenity of our national life.
It is that we should deliberately assist our heavy industries, struggling very largely from the consequences of
the war, to regain their feet by ordering from them the steel and the plant, the cement and the bricks, and
in consequence the coal, needed for this work of reconstruction and development. Innumerable things cry
to be done and a very Niagara of fine labour-power is running to waste. Can it be beyond the wit of man to
harness this power? Are we to struggle painfully through this period of depression, only to be faced at the
end with inability to take full advantage of the prosperity which then offers, because of our failure to utilise
our present opportunities’?

Nothing, we think, will strike the future historian more than the waste of our present unemployment
policy. If the country allowed the unemployed to starve and die, it would at least be logical, though
inhuman. But when humanity demands that we maintain them, why not make use of their service? In two
neighbouring Welsh towns, with a combined population of some 25,000, the Employment Exchanges
alone (without reference to poor relief or charity or trade union or other benefits) have paid out since
1920 no less than £125,000, for which there is nothing whatsoever to show except the bare maintenance




of those receiving these unemployment benefits. Think what might have been done in that area with an
expenditure of that volume; houses rebuilt, roads made and renewed, hillsides afforested, land reclaimed.
In addition, however, to these very pertinent considerations of economy and wise use of present
opportunities, there are the higher considerations of humanity. The labour of more than a million workers
is being wasted; but the hearts of millions of our fellow workers, and of their suffering wives and families,
are being broken. Are we content to meet this situation with a helpless shrug of the shoulders, and an
indifferent reference to the slow workings of economic laws; and then to pass by on the other side?

We, for our part, deny either the justification or the necessity for the policy of helplessness. We believe we
can throw off the national shoulders this Old Man of the Sea of unemployment, if we have the will, and if
we follow the large-scale and definite policy which we now propose. We have the men, the money, and the
management; put together, these mean goods and services for the benefit of the whole nation. Let us put
them together.

Here, as elsewhere, we are obsessed by precedent and routine. But the present situation cannot be dealt
with by precedent. It is unique in history, and it must be met by unique methods. The countries of Europe
have displayed infinite courage, resource and initiative, in rebuilding the towns and areas which the war
had ruined; and we must profit by their example, if we do not wish history to brand us as destitute of the
high qualities that make reconstruction possible. At the moment, individual enterprise alone cannot
restore the situation within a time for which we can wait. The State must therefore lend its aid and, by a
deliberate policy of national development, help to set going at full speed the great machine of industry.

At the very least, by such a policy, we should save multitudes of our fellows from demoralisation or despair;
we should help to bridge over that difficult period in which our industries are recovering their competitive
position in the world's markets; we should stop a large part of the waste of the nation's finest resources, its
labour power; we should improve our national estate and increase our national efficiency. At the best, we
should give just that stimulus which is wanted in the present condition of economic inertia to set industry
moving vigorously again on the normal line of progress. Perhaps it is a venture of faith, but the present is a
situation which demands faith as the alternative to despair.

The Liberal Party stands four-square therefore for this great policy of hope; and calls upon the goodwill,
the courage and the imagination of the British people for its successful pursuit.

A PROGRAMME OF NATIONAL DEVELOPMENT

Based on our previously outlined programme of national development and the machinery by which it
should be carried out, the Liberal Party have worked out specific proposals which would begin to absorb
Labour within three months of the adoption of this policy, and would before the end of twelve months
reduce the numbers of unemployed workers to normal proportions.

The period over which we should have to be prepared with works of national development in order to
maintain and improve upon this position has been envisaged as one of five years, with the major effort
concentrated in the first two years. Before that time the stimulus given to industry would have resulted in
a great development along normal lines. The need for State intervention would have diminished greatly
and the work of national development could gradually be reduced as normal employment increased. For
our present purpose therefore we have concentrated on a specific programme for the next two years,
indicating only in more general terms the work for the remainder of the period.

The proposals, in each case, are based on the best expert and technical advice available. They are not hazy
generalisations, but provide for the doing of definite work, estimated to cost stated amounts, and to employ
stated numbers of men: work which is not in any sense relief work, but must be done sooner or later. Our
proposal is that instead of being spread over ten or fifteen years, it should be done now, while labour
resources are available and while unemployment demands a remedy. In short, we advocate a simple policy




of common sense and wise economy, which (as we show later) can be carried out without inflation and
without increasing the scale of taxation.

ROADS AND BRIDGES

There is need for a great improvement of our road system. Adequate transport facilities are essential to the
life of a modern industrial community; indeed a country's facilities for transporting its traffic are a clear
index of its general industrial efficiency; and in this connection the coming of the petrol engine restored
the roads to the front rank. The rate of growth of motor traffic is sometimes hardly realised. In 1921 the
number of private motor cars taxed was 250,000. By 1927 it had increased to 786,000, or over three times
in six years. The total of motor vehicles licensed at the latter date, including commercial vehicles, was
1,900,000. Over the same period the number of motor vehicles per mile of classified road (that is to say
Class I and II roads) increased from 20 to 49. Even to-day if all motor vehicles were placed in line on the
classified roads there would be one for every thirty-five yards of road! If the growth should continue at the
Same rate during the next five years as during the last three, by 1931 we shall have over 3,000,000 motor
vehicles. Moreover, it is not only the number which is increasing but the weight carried also; in many
places more than 5,000 tons of traffic pass over a given stretch of road in one day. In some cases weight has
increased twenty times in ten years. Sir George Beharrell, who is a leading authority on the subject, has
estimated the present annual weight carried by the roads as 4,000,000,000 net ton miles.

This new Transport Revolution was foreseen by the Liberal Government as early as 1909. At that date
they established a Road Board and initiated a Road Fund which would grow with the growth of road
transport.

Speaking in the House of Commons in April, 1909, Mr. Lloyd George said:

"It is quite clear that our present system of roads and of road making is inadequate for the demands which
are increasingly made upon it by the new form of traction. Roads are too narrow, corners are too frequent
and too sharp; high hedges have their dangers; and the old metalling, admirably suited as it was to the
vehicles we were accustomed to, is utterly unfitted for the motor car."

Equally striking in its foresight was the inclusion in the Development and Roads Improvement Funds Act
of 1909 of a specific provision that when making advances "regard shall be had, so far as is reasonably
practicable, to the general state and prospects of employment." The Tory Party at that time strenuously
opposed these steps.

The necessities of war time prevented any proper development of the road system, but in 1920 the
Ministry of Transport was established and large schemes of road improvement were initiated, some of the
big arterial roads being constructed during the succeeding slump in trade; and plans were developed by the
Road Department on a very comprehensive scale.

Then came the blighting effect of the present Government. Not only was there no great forward
movement such as the situation demanded, but plans already in hand were torpedoed by Churchillian
finance. In 1926-27, Mr. Churchill made his first "raid" on the Road Fund; appropriating for other purposes
£7,000,000 contributed by road users for road purposes, and actually set aside to meet road obligations
already incurred. The following year he made a further raid, this time taking £12,000,000. In addition he
appropriated for general taxation in 1926, £3,500,000, in 1927 £4,000,000, and in 1928 £4,000,000,
contributed by road users. Up to the present time, therefore, the contribution of the Tory Government,
under this head, to the twin problems of better roads and more employment has been the filching from its
proper purpose of over £30,000,000, which, on a conservative basis, would have provided employment
for a year for over 150,000 men. Perhaps to this should be added their promise to abolish the Ministry of
Transport! This, however, is another of the promises they have not carried out.

In consequence of these raids, the whole movement for a better road system has entirely lost its
momentum.




This policy of road parsimony is false economy in two ways. In the first place, the cost to the community of
insufficiency of roads and congestion of traffic is very real and very great. To give only a single illustration,
the General Secretary of the Commercial Motor Users Association some little time ago put the cost of
traffic congestion in Greater London alone, as high as £25,000,000 per annum. This gives some notion of
the total real cost to the country of insufficient road accommodation at the present time, and with the
numbers of vehicles and weight of traffic increasing so rapidly, it is difficult to imagine what this cost will
soon become if immediate steps are not taken to meet the situation. Moreover, quite apart from the cost of
delay, this is a matter directly affecting employment. Sir George Beharrell has, estimated the number of
men directly or indirectly employed in connection with the motor industry at 780,000 and considerably in
excess of the total numbers employed on the whole of the Railways of Great Britain. The motor industry
has been one of our new rapidly developing industries, and it is very important that its growth should not
now be checked by road strangulation, but rather increased by greater road facilities.

Secondly, road work itself is peculiarly suitable for a time of unemployment; because a large variety of
labour can be employed, widely spread over the country, and because a very high proportion of the total
expenditure represents wages. Those endeavouring to find reasons for avoiding expenditure, estimated the
cost of giving work to “1,350 unskilled men on trunk road reconstruction” at £1,000,000. If this means
only those directly employed on the road it is a serious under-estimate. If it means what it would clearly
convey to the average reader, namely that for £1,000,000 spent on trunk road schemes, work will only be
provided for 1,350 men for a year, then it is a manifest absurdity. If in arriving at their figure they took
ordinary trade union rates, total wages would amount to some £200,000; in which case it would be
interesting to know where the remaining £800,000 went. Expert opinion is that some 80 per cent. of total
expenditure represents amounts paid directly or indirectly in wages. This would mean some 5,500 men per
£1,000,000 of total expenditure. Of these, from 2,000 to 2,500 would be employed directly and the
remainder in production of materials and their transport. A very safe total figure is 5,000 men per annum
for every £1,000,000.

We consider that work in connection with our roads, being of great economic value, capable of being
rapidly organised, absorbing a large proportion of labour, and of a character which cannot be
undertaken by private enterprise, should be in the forefront of a programme of national development.
We therefore recommend that work should be undertaken on the following lines, detailed proposals at this
stage being confined to work which is capable of being concentrated into a period of two years, given
emergency powers and effective administration. Only a broad indication is given of the work beyond that
period. The amount of work that can be done with advantage on the roads of Britain is almost unlimited.
In our specific proposals here, however, we have fixed our chief. attention upon that portion which is of
major and immediate importance and which can be rapidly commenced, and therefore constitutes a direct
and vital contribution to the solution of our abnormal unemployment problem. While this was being
carried out, preparations for subsequent work would be energetically pursued.

THE TRUNK ROADS OF BRITAIN

We recommend, in the first place, the completion of a national system of Trunk Roads. The roads
suggested for England and Wales and for Scotland respectively are shown in the accompanying maps,
which also show the small portions of this scheme already carried out. Work recommended includes the
whole of the roads suggested in the original Trunk Road Scheme prepared by the Roads Department, and
many others which have been examined for the purposes of this report.

The new roads should be highways, not speedways. We are strongly of opinion, however, that the
business of the nation so far as the roads are concerned should not be seriously slowed down (and its cost
proportionately increased) by inadequacy of roads, either in width or in safety or in other directions. Time
saved on the roads is money saved to the nation.

The width of the carriage-way should be ample for present and immediately prospective needs; but no




more than this, not only in order to avoid waste, but also in order to preserve the amenities of the
countryside. In the carrying out of the scheme, however, sufficient land should be purchased on each side
to allow for any reasonable future growth, and to permit all pipes and cables to be laid clear of the carriage-
way. This will usually mean a purchased width of land (not of carriage-way) of sixty feet. The ideal should
be adequate footways, no restricted bridges, no avoidable level crossings, by-passes at all towns and. at most
villages, efficient signposting, visible by day and by night, no dangerous corners and no dangerous cross-
roads, and sufficient room to "park" vehicles without hindrance and danger to other traffic. Important
trunk road crossings should be dealt with by means of bridges where possible, and traffic entering the trunk
road should be given a clear vision both ways along it and be forced to slow to walking pace on entering it.
It is estimated that the cost of carrying out this work on the roads shown on the maps would be
approximately £42,000,000.

It will be quite understood that in a scheme of such vastness any figure of cost quoted can only be a broad
estimate; but this figure has been very carefully arrived at after a consideration of the position county by
county. This, of course, represents a clear addition to current expenditure (as do all the subsequent similar
figures). The expenditure would be widely spread over the country, and this (as in the case of our later
proposals) would spread work throughout those areas.

Plans and estimates for a great deal of this Trunk Road work have already been prepared, so that a
commencement could rapidly be made, and in the meantime further survey and preparation work could be
carried out, so that new sections of roads might be commenced as others were finished. We consider that
within three months of a decision to proceed with this scheme an effective Government could have
men already working upon these roads.

RING ROADS ROUND CITIES

Closely linked with the scheme for Trunk Roads, is a further scheme for the provision, or completion, of
Ring Roads round the large cities, and by-pass roads to avoid the smaller cities and towns, these being
adopted wherever possible in connection wit the Trunk Roads, and in many other cases in connection
with the remaining classified roads. There is no doubt that traffic congestion in the larger towns and cities
is now so serious that every effort should be made to divert as much traffic as possible by means of efficient
circular roads, which are in effect an extension of the by-pass principle. Such roads have the advantage,
too, of facilitating the development of suburbs. This work has a further advantage from the point of view of
the emergency situation, that in a great many cases the roads can be carried through comparatively
undeveloped country, and ,therefore very large sums are not required for the purchase of land and
buildings whilst the plans for the work can be carried through rapidly. For this reason we consider he work
to be of the type required for our present purpose. Very large sums could be spent with advantage on this
work, but we consider that a safe figure of the amount which may properly be spent over an immediate
period of two years is £20,000,000.

CLASSIFIED ROADS

With regard to Classified Roads, other than the Trunk Roads already dealt with, we suggest that for the
time being they should continue to be treated along present lines, but with a larger grant from central
funds, the exact proportion being a matter to be considered in the light of the new road finance as a whole.
With an increased grant, combined with the assistance to the County Councils' expenditure arising from
the Trunk Road reconstruction, it would be reasonable to look to the County Councils for a considerable
increase in the work upon Classified Roads other than Trunk Roads during, at any rate, the emergency
period.

DISTRICT ROADS

A serious problem exists with regard to unclassified roads in rural areas. The policy of the Ministry of
Transport has been to make small grants in respect of the maintenance of these, the figure for the year
1927-28 amounting to about £30 per mile. At present there are 55,000 miles of rural roads (out of the total
of 138,089 miles of unclassified roads) scheduled for the purpose of maintenance grants, so that the




assistance afforded under this head is about £1,650,000.

It is very important that there should be a great improvement in these Rural Roads. There has been an
immense development of motorbus traffic in the rural areas, and a very large proportion of these roads are
quite unfitted to carry this traffic. Moreover, one of the factors absolutely essential to a revival of
agriculture is the development of large organisations for the marketing of agricultural produce, and to do
this successfully involves the use of a system of collection of bulk loads from individual farms by steam or
motor lorries. For this purpose, the rural roads must be wide enough and strong enough to take this
traffic, and in such a condition that perishable goods will not be damaged by road shocks. According
to a Memorandum 8f the County Councils' Association issued some time ago, reports from ten typical
counties showed that only 7 per cent. of the unclassified roads were equal to the burden of traffic upon
them. It is essential to a policy of agricultural revival and development that there should be a general
improvement of rural roads, both as a means of transport of materials to the farm, and of produce from the
farm to the market or the station. The idea that road transport can only be developed at the cost of railway
traffic, seems to us fundamentally false. There should be a linking together of these two forms, of land
transport.

We recommend, therefore, that over the period of two years, schemes of widening, strengthening and
improving the scheduled Rural Roads should be carried out, this improvement to include the thorough
strengthening, tar-spraying and gritting of these roads. We suggest that there should be spent upon this
work some £21,000,000 in the first year, and £9,000,000 in the second, in addition to money spent in
ordinary Maintenance Grants along present lines. This work again lends itself to being put in hand rapidly,
the preparation of preliminary plans for this type of work not being a lengthy task.

The re-conditioning of these rural roads must not place an additional burden upon the local ratepayer.
The cost should, therefore, be financed mainly out of the special Road Fund resources to be mentioned in
a moment. This is one of the ways in which the State can properly and directly help agriculture, by
enabling it to help itself.

BRIDGES AND LEVEL CROSSINGS

So far as Trunk Roads are concerned, the cost of improving bridges, and replacing existing bridges and
level crossings where necessary, has already been provided for in our scheme. There is, however, a great
deal of work in connection with bridges all over the country which urgently requires attention. The
general public has small conception of the seriousness of the problem, and of the extent to which existing
defective bridges interfere with the flow of traffic, particularly commercial and agricultural traffic. There
are large industrial areas (for example, in the Black Country and in Lancashire) where industry, and
especially heavy industry, is disastrously hampered by the inadequacy of bridges, and by the long and
extensive detours which are necessary in consequence. There are large agricultural areas where the work
of steam cultivation and timber hauling is difficult, if not impossible, since agriculturalists are hemmed in
on all sides by inadequate bridges. There are large urban centres cut off from closely adjoining agricultural
areas, and compelled to impart dairy produce from abroad because of the difficulty and expense of
transporting farm produce to the towns; to the great detriment not only of the farmer but of the urban
consumer. A striking instance of this is to be found in parts of Cheshire, where alone there are three or
four hundred bridges which require rebuilding. Every restricted bridge represents some check to industry
and some unnecessary addition to that cost of transport which sometimes makes so much difference on the
final question of whether or not an order is secured.

By far the worst instances are railway and canal bridges. The total mileage of Canals and Inland Water
Navigations in the United Kingdom is about 3,825 miles. Some of these canals are lying derelict, whilst
others are almost moribund, and their bridges are mostly in a very poor condition. Anything in the nature
of expenditure by the Canal Companies on bridges, in order, as they think, to assist a rival farm of
transport, is hardly to be expected.




In consequence, the almost universal practice is far Canal Companies to put notices upon bridges warning
heavy traffic against their use. Taking even the conservative figure of one bridge per mile of canals, we
arrive at a total approaching four thousand bridges, mast of which are defective or inadequate. The length
of railways in the United Kingdom is twenty-four thousand miles; most of the lines were constructed before
1870, and the Courts have decided that the Railway Company's obligation is discharged if it continues to
maintain the bridge strong enough to carry the traffic at the time when the bridge was first built. Here
again it will be readily understood that the railway companies show little anxiety to spend large sums on
works which will assist what they regard as a rival form of transport.

Let us take two typical instances. In the London Traffic Area a recent review of 214 bridges showed that 44
were in urgent need of reconstruction, whilst a number of the others needed similar treatment in the- near
future. In the Isle of Ely alone, taking this as a typical agricultural area, it is estimated that there are 638

bridges which should be rebuilt.

There remains the question of level crossings. Those on the great Trunk Roads have already been covered
by our proposals. Those on a great proportion of the district roads can be left in cases where the urgency of
the traffic is not such as to justify the expense of replacement by a bridge. On roads of any importance,
however, carrying a substantial volume of traffic, level crossings are an anachronism. They were adequate
far the needs of the days when the railways were built, but would never be tolerated if the railways were
being built now. All the time that vehicles are facing closed level crossing gates, petrol is being used, wages
are being paid, capital charges are running, passengers' time is being lost. All this represents national waste,
amounting in a year to a very large sum. On such roads the aim must be to replace crossings by bridges, as
rapidly as practicable.

The total number of bridges which are urgently in need of construction or of reconstruction under these
heads in Great Britain can be safely put at from 7,500 to 10,000. Taking the lower figure, and the very low
average cost of £5,000 per bridge, we arrive at a minimum capital expenditure of £37,500,000 (or say,
£37,000,000) on work which is of major and immediate importance, and this sum we consider
should be spent over the period of two years. For some of this work plans have already been made and
operations could be rapidly commenced. Far a great deal of it, some time would be required to make the
necessary surveys and to prepare specifications. We suggest, therefore, that we should assume that of the
£37,000,000. only £10,000,000 can be spent in the first twelve months and £27,000,000 in the second
twelve months. This expenditure would tend to average out the expenditure suggested upon Rural Roads
under the previous heading, in which case the heavy expenditure is concentrated in the first year.

With regard to the expense, it is clear that this must be borne primarily by the State. As to the Canal and
Railway Bridges, it would clearly be inequitable to call upon the canal and railway companies to bear the
cost of rebuilding necessitated by the growing demands of the community. It is the interests of the
community as a whole that are at stake, and the cost of reconstruction must be borne in such a way' as is
found to be equitable in the particular case.

SPECIAL WORK IN LONDON

The Royal Commission on Cross River Traffic in its Report of 1926 recommended the carrying out of
twenty separate schemes for improving and rebuilding bridges, improving ferries, and constructing or
improving tunnels and approaches to all of these, at a cost of £27,500,000. Most of this work is of a
character which would require a good deal of time to set in motion, not merely because of legislative and
administrative difficulties (which can and should be got over by emergency legislation), but because of the
comparatively long period required in work of survey and preparation, and no substantial progress has been
made up to the present time.

For the moment, we are concentrating our attention upon work which can be commenced very quickly

and carried through within a period of two years from the effective commencement, and work, too, which,
so far as possible, will represent primarily expenditure on labour, as distinct from large sums spent in the
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acquisition of property and land. The greater part of the work covered by the Report of this Royal
Commission does not fall within this category, but calls for work of survey and preparation while the
immediate programme for the first two years is proceeding. This preliminary work should be energetically
pursued, particularly in regard to Charing Cross Bridge, the building of which ought to have been
commenced years ago. Certain parts of the work recommended by the Royal Commission are, however,
ripe for commencement almost at once. In particular, this includes the scheme for the improvement of
approaches from the East India Dock Road to the Victoria Dock, linking with the East Ham and Barking
By-pass, estimated to cost some £3,000,000; and the construction of a road tunnel under the Thames from
Dartford to Purfleet, which is also estimated to cost £3,060,000. The rapid industrial development on both
sides of the lower reaches of the Thames, the increasing importance of the docks at Tilbury, and the
construction of arterial roads between London and Tilbury on the North, and between Erith, Dartford,
Gravesend and Strood on the South side of the river, have emphasised the need for such a tunnel, which
would obviate long detours for road traffic and relieve the congestion in the centre of London. In both
these cases, work could begin within three months and is admirably fitted for inclusion in an immediate
plan of national development.

There is also work of large road improvement around London which is urgently required and could be put
in hand quickly. Important sections of the Approach and Ring Roads round London have already been
finished, and further work is urgently required to complete the scheme; and in particular to connect the
South Circular Road with the North Circular Road on the West and on the East respectively. The value of
a circular road is that it shall be circular! It is only useful for local traffic if at various important points the
circle is broken. We recommend that the circle should be completed and the full return obtained, not only
on the new capital, but on the capital already sunk, a return which would include immense savings in
time, and therefore in money, resulting from the relief of the strangling congestion in London's centre.

A conservative figure to cover road work of this character which could be quickly put in hand is
£10,000,000, which, added to the £6,000,000 necessary for the Victoria Docks scheme and the
Thames Tunnel, gives a total of £16,000,000.

While this immediate work is being carried out, work of preparation should be energetically pursued in
another direction, namely that of opening out great radial avenues from the centre of London (and of
other great cities) to the outskirts, to link up with the ring roads, the trunk roads, and the other main roads
in the open country beyond. The need for such roads is peculiarly great in London, particularly on the
North and East. In conjunction with regional planning, appropriation of betterment values, and improved
transport facilities generally, this should go far to simplify the problem of housing London's population.
Easy and cheap transport is the key to the housing problem, and to the slum problem in particular.
The work should therefore be proceeded with as work on the more immediately available schemes begins
to slacken.

SUMMARY OF ROAD PROPOSALS

To summarise our proposals for the first two years, we recommend that over this period there should be
spent the following sums in £ Millions.

(1) Trunk Roads 42
(2) Ring Roads 20
(8) Special Work of Reconstruction and Improvement on District Roads ... 30
(4) Work of Reconstruction of weak and dangerous Bridges .. 87
(6) Special London Schemes ... 16

Total £145 Millions.

This gives an expenditure over the two years of £145,000,000, and, taking the average of 5,000 men
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employed directly or indirectly (that is to say, either on road work or in the manufacture or transport of
road materials or machinery) per million pounds of expenditure, is calculated to provide employment for
850,000 men in the first of these two years, and for 375,000 in the second. This is employment entirely
additional to that being provided in the ordinary way on the roads of this country.

We have made it clear that these proposals do not by any means cover all the country's needs under the
heading of Roads and Bridges. As we said at the outset, useful work of this character can be done to almost
an unlimited extent. If, however, our general proposals were adopted, it would be seen, as the end of the
two-year period approached, how much additional work was required (of course, in diminishing ratio) from
the unemployment as distinct from the road point of view. We may confidently a99Ume that the need for
employment would be on a far smaller scale, and there would be no difficulty in meeting it to the extent
required.

We have already referred to the further work recommended by the Royal Commission on Bridges. Other
important work at present under consideration includes the suggested Road Bridges for the Forth and Tay.
Then, in addition, there would be the work of carrying the great Trunk Roads into the centres of the cities,
relieving the urban congestion, and allowing the people to get out to their homes on the outskirts. As we
have pointed out in relation to London, we have concentrated our attention for the moment on roads
outside and on the outskirts of the cities, because this work can be commenced most quickly, and the
greatest proportion of the cost is represented by wages. However, clearly, as opportunity and resources
permit, these great avenues must be carried into the heart of the cities, the cost being largely, if not
entirely, covered by the appropriation of a suitable proportion of the betterment value resulting, which
would also be drawn upon to reduce the cost of the transport of the worker, the whole being carried out in
conjunction with the large scale regional surveys referred to elsewhere in this report. This work is by no
means confined to London or to the biggest cities.

Simultaneously, plans should be in operation for supplementing the Trunk Roads by secondary radial
roads and principal cross-communications between great towns and ports.

THE RECRUITMENT OF LABOUR

We should make it clear that in formulating our proposals in regard to roads, as in other cases, we have
proceeded upon the principle of doing work where the work is required, as distinct from doing work
where unemployment exists. In other words, we have sought the best means of increasing the
productive efficiency of the community, as distinct from the provision of mere relief work.

We are confident that unemployed miners and other classes of the unemployed, such as shipyard workers,
could be fully utilised upon road-making work, and steps should be taken to give them the fullest
opportunity to find employment of this character. Contractors should be required to engage the whole of
their labour for these road-making schemes through the Employment Exchanges, and to give a fair and
generous trial to every suitable applicant thus submitted. We understand that this scheme has been
successful on existing road-making work of the character we now recommend, and that the vast majority
of unemployed workers engaged on these terms have made good. We doubt, however, the wisdom of in-
sisting upon the employment of a uniform percentage of workers from coal mining areas. We can imagine
districts in which local unemployment of workers other than coalminers is so high that such a fixed
regulation would be out of place. The requirement should be that a certain percentage of workers from the
specially depressed areas should be employed, this proportion to be determined in the light of the
unemployment position in the locality.

We think there is every reason to believe that a considerable proportion of the men transferred from the
areas of unemployment to the comparatively prosperous parts of Britain, in connection with road works
there, would be absorbed. fairly rapidly into the normal industry of the area in which they were working.
However, we do not think that this can be carried out within a practicable period. Attempting such a
policy is like running excursion trains to a football match which is not being played! We should meet the
situation, not by spreading the volume of existing unemployment more thinly, but by providing the

12




attraction of a new source of employment. In other words, we propose to arrange the matches before
running the trains.

FINANCING T'HE ROAD SCHEME

The broad economic and financial considerations arising out of our proposals as a whole are dealt with
towards the end of this Report. As to the detailed financial arrangements with regard to our road
proposals, it is clear that the greater part of the cost must be met out of central funds, as a matter of justice,
as well as of necessity. With regard to the great Trunk Roads, there is much to be said for throwing the
whole cost of their construction upon central funds, if, indeed, they should not be taken over wholly by a
Central Road Authority.

The necessary capital for our road proposals should be raised by a Road Loan secured upon the
increasing income of the Road Fund. The receipts from motor vehicle taxation in 1927-28 were over
£25,000,000, leaving, even after deducting the annual "raid" of over £4.000,000, a net income of over
£21,000,000. The increases in net receipts in recent years have been:

Increase over Previous Year

1922 . . . . £1,438,000
1923 . . . 1,644,000
1924 . . . . 2,066,000
1925 . . . . 1,771,000
1926 . . . . 1,724,000
1927 . . . . 4,315,000

The increase in 1927 is in part attributable to, higher rates of duty on the larger hackney and commercial
vehicles, but taking the period as a whole it seems reasonable to count upon an average increase in income
of something approaching £2,000,000 per annum. In another five years, therefore, the receipts from
present motor taxation may be very conservatively estimated at £35,000,000, without any reference to the
petrol tax.

There would clearly be no difficulty in raising a loan up to, say, £200,000,000 upon the security of this
Fund; and in so far as the proceeds were used in expediting necessary work of road improvement which
would have to be carried out in any event over the next ten years, it would be perfectly proper to charge
the interest and sinking fund against the future income of the Road Fund. There would, however, be
available for this purpose not only the rapidly increasing annual income, but also the increasing capital
values which should be appropriated under suitable "betterment" legislation. Thus, these proposals could
be carried through without any additional charge in the way of taxation. It should be made clear that we
are not here considering the question of whether the money for the roads is being raised at present in the
best and fairest way.

BETTERMENT

There is nothing revolutionary, or even novel, about the proposal to appropriate part of the betterment
resulting from these road schemes. A House of Lords Committee in 1894 came to the decision:

"The principle of betterment — in other words the principle that persons whose property has clearly been
increased in market value by an improvement effected by Local Authorities should specially contribute to
the cost of the improvement — is not in itself unjust and such persons can equitably be required to do so."
In 1918, a Committee under the Chairmanship of a distinguished Conservative, Sir Leslie Scott, set up by
the Ministry of Reconstruction to consider the acquisition and valuation of land for public purposes,
recommended:

“That as a general principle where the State or a Local Authority by a particular improvement has

increased the value of the neighbouring land, the State or Local Authority should be entitled to
participate in such increased value.”
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The Committee indeed went further and recommended that:

“The principle of Betterment applicable in the case of undertakings promoted by the State or by Local
Authorities should also be applicable in case of private undertakings authorised in the public interest.”

We have already, therefore, recommended that: “land values, created by public improvements, carried out
at the public cost, should contribute very substantially to the costs incurred, and that in site-value
taxation and in betterment charges lie a copious source of revenue, scarcely tapped as yet, for financing
the reconstruction of the road system which the country so urgently needs.”

How copious this source might be was shown there by certain striking illustrations. Sir Robert Perks, at a
general meeting of the Southern Railway in February, 1927, called attention to the sale, at an average of
£3,000 an acre, of land at Golders Green which “before the expansion of the Tube” was to be bought at
from £200 to £300. Lord Ashfied, Chairman of the London Underground Railway Group, at its annual
meeting in the same month, made a similar reference to the growth in land values in connection with the
Edgware extension, and suggested that some means should be found whereby the increment in land values
could be appropriated to pay some share of the enormous cost attending the construction of underground
railways in London.

Equally striking evidence of rapid increase in value is shown in connection with the recent arterial road
developments. Taking the new Kingston By-Pass as an example, land which, before the road was first
contemplated was of an agricultural value of £30 to £50 per acre, had to be purchased for road
construction purposes at £250 to £300 per acre. Building land, worth £300 an acre before the road was
thought of, had to be purchased by the Surrey County Council for the Merton connection at an average of
£1,250 per acre. This is the first toll levied upon the community; the price to be paid by the public for
the privilege of being allowed to increase the value of the remaining land.

The second toll is levied upon the person who desires to build a house or factory. Land worth £100 per
acre in 1921, and bought after the road proposals became known at £350 an acre, is now offered at from
£2,000 to £3,000. Land worth £300 an acre in 1921, and bought in June, 1928, at £835 is now offered in
sites (including perhaps a quarter of this for road making) at £2,500 an acre. Land belonging to an Oxford
college, worth some £60 an acre before the road was contemplated, is being sold in building sites at from £4
to £8 per foot frontage. This includes about £2 per foot for road making in the back land. This back land
sells at about £600 per acre, and the land near the main road at £1,800. All the land, therefore, has
immensely increased in value as a result of the new road, but the land fronting the road benefits doubly;
firstly, because its value is much higher and, secondly, because there is no deduction to be made in
respect of road-making charges. These increased values are due wholly and solely to the act of the
community in making this road. Could there be a more overwhelming case for the right of the
community to appropriate a large part of this increased value? Sums so received would go far to pay the
whole cost of the road in question. We propose that this “copious source of revenue” should be very
generously drawn upon.

So far as roads are concerned, therefore, there will be no difficulty whatsoever in financing the work
suggested without any charge on general taxation.

Our proposals represent in effect the concentration over a short period, in the interests of the
reduction of unemployment (and the giving thereby of a great stimulus to industry), of road work
which must in any event be carried out over the next few years as a result of the imperative needs of
the traffic itself. Our road capacity is already five years behind the times; we suggest it should be
brought up to date. We should even take the risk of putting it five yearn ahead. It is simply the
economic and statesmanlike way of doing work when it can be done with greatest advantage from the
point of view of the interests of the community as a whole, and the utilisation of labour resources at
present running to waste. True economy is wise and timely spending.
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TELEPHONE DEVELOPMENT

Great Britain is telephonically undeveloped in comparison with other countries. That point is of primary
importance in relation to our present problem, because it emphasises at the outset the need for telephone
development independently of the unemployment situation.

BRITAIN'S BACKWARDNESS

The usual measure of telephone density for the purpose of comparison is the proportion of telephones to
population. On the basis of figures at the end of 1927, this country is tenth in density after the USA,
Canada, New Zealand, Denmark, Sweden, Australia, Norway, Switzerland, and Germany. That this lowly
position is not accounted for wholly or even largely by the notorious underdevelopment of telephones in
ours rural areas is shown by a few comparisons of towns. Thus, London, with a population of about 72
millions, has a telephone density below many smaller towns on the Continent. Berlin, for instance, with a
population of about 54 per cent. that of London, has 80 per cent. of the number of telephones in London.
New York has one telephone for every three inhabitants; London only one to every ten. Thirty-one cities
in the world have over 100,000 telephones. London is the only British city in this list. These figures justify
the contention that there is much leeway to be made up.

THE TELEPHONE AS A TOOL OF BUSINESS

It is hardly necessary at this stage to elaborate the economic advantage of an adequately developed
telephone service. It is the swiftest known form of communication between persons at a distance from one
another; and especially as the tool of industry and commerce it is a vital necessity, enabling capital to be
turned over more quickly.

[t is an admitted axiom in telephone engineering that the provision of facilities stimulates the demand, and
this justifies the outlay on new plant. There must be borne in mind not only the increase in subscribers, but
the greater average usage by existing subscribers (with consequent increased revenue). If the owners of the
1,722,581 telephones on the Post Office system at 31st December, 1928, made one additional local call per
instrument per day, the additional annual yield to the Revenue would be £2,619,758!

A REMUNERATIVE INVESTMENT

Moreover, it seems particularly desirable to emphasise the point that the money spent may correctly be
described as "investment" rather than as "expenditure." This investment creates and enlarges a permanent
national asset, revenue-producing, self-supporting, and profit-earning. The investment IS a sound one.
Any commercial company, on the strength of the ascertained results of Post Office telephones during the
last five years, the prospects of potential development revealed by the figures quoted above, lame security
of the plant and the present financial position of the enterprise, could — and certainly would — invite the
public to subscribe further capital with full confidence that all their requirements would be promptly met
on favourable terms.

To put it another way; it is not suggested that this particular industry, or this particular branch of the
public service, should be subsidised or granted a dole for the purpose of creating temporary employment.
The suggestion is that those responsible for the administration of the nation's finances should adopt, in the
case of the telephone system, the courageous yet prudent financial policy which would be commendable
and would be expected from a commercial company. The case, indeed, for the adoption of such a policy is
far stronger in the case of a Government than for such a company, since it is the heavy responsibility of the
former to see that employment IS found.

THE DIVERSITY OF LABOUR REQUIRED

Another attraction of telephone development from the unemployment point of view is the diversity of the
character of the labour it will absorb. It is not, like road work, predominantly manual in character. It
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calls for a large proportion of skilled labour and a good deal of female labour. The stimmulus would be
spread through a considerable field of industry.

PROPOSED ACCELERATION OF DEVELOPMENT

The total number of telephones on the Post Office system al the end of 1928 was 1,722,581. The recent
rate of growth under the restrictive hand of the Treasury has been kept down to about 120,000 per year.
Careful consideration suggests no good reason whatever for the low position of Great Britain in the
telephone world other than a failure of the Post Office, under Treasury restriction, to develop the service
in the bold and imaginative fashion adopted, for example, by the American Telephone and Telegraph
Company, which plans to spend £80,000,000 In development in each of the next five years. Sweden has 76
telephones per thousand of population and Denmark 92. Britain, with a far more highly developed
industrial and commercial life, has only 36. This discrepancy should cease.

There is no reason at all why, with adequate finance and suitable publicity, the rate of increase should not
rise over the average of the next five years by at least 150 per cent, making an addition of 1,500,000 new
telephones in place of the 600,000 which our present rate of growth would secure. This would bring our
total at the end of 1933 to 3,823,000. Even so, allowing for the growth in population, our telephone
density would be slightly under 90 per cent. of the Denmark density seven years earlier.

During the five years 1923-27 the average capital cost per added telephone was nearly £81. The figure,
however, has been falling in recent years, whilst a more rapid rate of installation carried out or more
comprehensive and businesslike lines, instead of upon the recent piecemeal and expensive lines, would
result in very important economies, both in manufacture of equipment and in cost of installation,
economies of which the Government would reap the benefit. An effective Government equipped with
emergency powers would have no difficulty in ensuring that result. It is reasonable therefore to estimate
the average capital cost of the suggested 1,500,000 extra telephones at £63 each. The total capital
required over the five years period for this programme would be about £95,000,000 as compared with, say,
£45,000,000at present rates, or an increased expenditure of, £50,000,000. To meet the present emergency
more than an average proportion of this could be concentrated into the earlier years; and we visualize an
additional expenditure over current rates in the next two years of £15,000,000 per annum.

In turning this into terms of employment, it must be remembered that a larger proportion of the total
expenditure in the case of telephones is represented by overhead charges and by imported material than in
the case of roads. A conservative estimate, however, of total numbers employed would be 4,000 persons
per £1,000,000 of expenditure, which is consistent with the detailed figures available. This additional
expenditure on telephone development of £15,000,000 in each of the next two years would provide
additional employment of a diverse character for 60,000 persons over a period of two years. At least 20,000
of these could actually be at work within three months of the adoption of our recommendation by the
Government.

Each subscriber, on the average, contributes £15 per annum to the Post Office revenue in the form of
rental plus calls. The additional 900,000 telephones provided over the five-year period would thus
represent an ultimate additional annual revenue of £13,500,000 n an additional capital outlay of
£50,000,000, or a gross yield on the investment, once fully productive (and apart from the savings such as
those on unemployment benefits) at the rate of over 27 per cent., which after deduction of additional
current maintenance and service charges should certainly provide more than an adequate net return. This
is without allowing for additional revenue from a larger number of calls from existing subscribers, which all
experience justifies one in expecting. Telephone development, therefore, while increasing our national
efficiency, would contribute very substantially to the solution of our unemployment problem, not
merely at no ultimate net cost, but, all things considered, at a profit.
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ELECTRICAL DEVELOPMENT

The country is committed to a great scheme of electrical development under which current generated in
large superpower stations will be widely distributed over the country. As the scheme develops, two
desiderata will be simultaneously and increasingly achieved, namely, cheaper current, and wider facilities
for its ready supply to industry, to agriculture and to the domestic consumer. Such a development is
directly calculated to increase the efficiency of industry and the amenity of life.. At the same time it will
give employment to a diversity of labour, including a substantial proportion of skilled craftsmanship; while
assisting the electrical engineering and equipment industries in their development and in their struggle for
markets abroad. A further consideration of prime importance is the assistance which would be rendered to
agriculture by the widespread distribution of electric power. In particular, in order to revive the
countryside, it is essential that there should be an effort made to establish rural industries; and the
provision of electricity in the rural areas would do much to help in reviving them. They, in turn, would
provide the means for supplementing the income of the agricultural worker by giving facilities for
remunerative employment of a light character to his wife and his family.

An expert and technical review of the situation leads to the conclusion that probably not more than 20
per cent. of the total population of England and Wales were being served through the public electricity
supply systems at the date of the latest published Return of the Electricity Commissioners, namely, 1925-

26. The estimated figures of numbers of consumers (i.e. connections) for Great Britain, at the end of the
year 1925-26 are:

ENGLAND AND WALES SCOTLAND  GREAT BRITAIN
Urban ... 1700,000 220,000 1,920,000
Rural . 200,000 30,000 230,000
Total . 1,900,000 250,000 2,150,000

These figures must be contrasted with the 7,867,000 consumers of gas in England and Wales in 1927;
representing about 85 per cent. of the population as compared with about 20 per cent. for electricity.

The Weir Committee considered that an annual consumption of electricity amounting to 500 units per
head of population might be reasonably expected by the year 1940. On the basis of experience up to date
this would represent about 6,900,000 electricity consumers in Great Britain. The increase of 4,750,000
might be assumed, in the light of experience, to be distributed as in the following table, and, if so, involving
the estimated capital expenditure shown.

NO. OF CONSUMERS CAPITAL EXPENDITURE £
Additional consumers connected

to existing urban systems 1,920,000 42,000,000
Further urban consumers 2,330,000 93,500,000
Additional rural consumers 500,000 12,500,000
Total 4,750,000 148,000,000

No figures are available as to the expenditure during the three years subsequent to 1925-26; but it is
probable that about £15,000,000 to £20,000,000 has been expended, leaving, say, £130,000,000 to be
spent over the next eleven years, or an average of, say, £12,000,000 per annum, to enable the Weir Report
level of consumption to be attained.

It is perfectly practicable in the present time of emergency to concentrate this development into the
considerably shorter period of five years; and for our immediate purpose to concentrate into the next two
years half as much again as the above average. No insuperable technical or other difficulties stand in the
way. This would give us an expenditure of £18,000,000 per annum for these two years, as compared with
the average for the past three years of, say, £6,000,000 or an additional expenditure over recent figures of
£12,000,000 in each of the first two years of our scheme. After making allowance for the larger proportion
of expenditure represented by overhead and higher technical assistance, as well as imported raw material,
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we are advised that it is proper to assume the same proportion of total expenditure to be represented by
direct and indirect labour as in the case of telephones, namely 60 per cent. Taking this basis and standard
rates of wages, there would be about 4,000 men employed per £1,000,000 of expenditure. Thus the policy
suggested would provide employment for, say, 48,000 men in each of the next two years in excess of
current figures.

The corresponding increase in expenditure for generating plant over this period from now to 1940 would
be about £68,000,000. In the earlier years it would be proportionately less, because of reserve capacity, and
therefore we may take the expenditure over each of the next two years at, say, £3,500,000 in excess of the
average expenditure of recent years; representing, on the same basis as before, employment of an
additional 14,000 men in each of these two years.

The expediting of electrical development on this scale would, therefore, provide employment in each
of the first two years of our scheme for 62,000 men in excess of current figures. This is without
allowing anything for increased employment in wiring of premises or manufacture and installation of
fittings and plant. Moreover, as in the case of the proposed telephone development, it is work which
represents not expenditure but investment. The policy has been laid down; the work has to be done; the
benefits from it, financial and otherwise, have been calculated. To expedite the work will simply secure
these ends more quickly, while at the same time creating an increased demand for a diversity of labour at a
time when such a demand is peculiarly desirable. To secure these ends all that is necessary is to get the
local authorities and power companies to stimulate local demand, and to assist them, where necessary, to
secure the necessary additional capital. There is no question of adding to taxation. The policy is
thoroughly businesslike: it is merely one of progressive development at an accelerated rate.

LONDON PASSENGER TRANSPORT

Since the war there have been some remarkable developments in the Greater London area. The trend of
industry to the South has produced a marked effect in many of the districts round London, where
unemployment has latterly been much less severe than in the country as a whole. Building has been rapid,
but greatly hampered by lack of adequate road and transport facilities. The question of London's roads and
bridges has already been dealt with in the Roads Section.

As regards transport, very limited progress has been reside, but a valuable (if expensive) lesson may be
learned from that which has taken place. The Hampstead and City and South London lines have been
joined up and extended north-west from Golders Green to Edgware, and south-west from Clapham to
Morden. This involved a heavy capital cost, which was provided by means of guarantees under the Trade
Facilities Acts, without which the company concerned would probably have been unable to raise the
necessary capital. Fares (not particularly cheap in themselves) did not provide sufficient security, and to-
day it is doubtful how far the expenditure is profitable to the company. But as to the profit of another
section of the community there can be no doubt at all. Before ever the extensions were commenced their
mere announcement led to transactions in land along the proposed routes at enormously enhanced values,
and although in the absence of a systematic valuation no definite figure can be given, there can be little
doubt that already the increase in land values directly due to these extensions is far more than sufficient to
meet the whole capital cost. But not one penny of it has been devoted to that end — all has gone as an
unmerited present to landowners and speculators. We have dealt with this matter previously under the
heading of Betterment. As we mention there, Lord Ashfield, at the annual meeting of the Underground
Group on February 24th, 1927, expressed the view which we hold, viz., that this increment should have
contributed to the cost of the railway. Not unnaturally, no more extensions have been undertaken.

The only other development has been the London Traffic Act of 1924, passed by Labour and Conservatives
in alliance against Liberal opposition.
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The Traffic Advisory Committee appointed under the Act of 1924 has published several reports, after
public inquiries into the needs of North-East, East, and South-East London, from which it appears that the
over-crowding, delay, and expense to which the unfortunate residents of those areas are exposed in their
daily journeys between their work and their homes constitute a serious scandal, and go far to nullify the
benefits of improved housing in the outer districts. In each case large extensions of railway and other
facilities are declared by the Committee to be desirable, but in the main are not definitely recommended
on the ground of expense. Those which were recommended (in 1925 and 1126) are still, with a few trifling
exceptions, in abeyance.

In our opinion it is of urgent importance that not only those schemes endorsed by the Committee, but
some others with which they did not definitely deal, should be put in hand with the least possible delay.
The urgency arises from the situation with regard to Transport and Housing, in addition to our present
subject: Unemployment. To secure this end, the co-operation of the State IS necessary. There are several
quite practicable methods (supported by experience) by which this can properly be done. One worthy of
the fullest consideration in the case of such a matter as Tube extension is that the State should own the
railway and lease the line to an undertaking which can work it in conjunction with an existing system. In
such cases, control would be retained over the fares to be charged; and the increase in land values would
be drawn upon by means of betterment and site value taxes in reduction of the cost and of the fares. This
method of leasing has been used very successfully in the U.S.A.

There is undoubted need for reducing the cost of London transport, especially between some of the outer
suburbs and the centre. Moreover, the lower the fares on the new railways, the greater will be the
betterment to be taken by the State, and the higher the site value to be rated by the Local Authority.

The following is a list of a number of highly desirable extensions and Improvements, not all of which, of
course, could be carried through in two years. In some cases steps should be taken to commence work at
once. In others, work of survey and preparation should be immediately initiated and energetically pursued.

PARTICULARS OF SCHEMES

A —NORTH LONDON
(1) Extension of the Piccadilly Railway to Manor House and Southgate.
(2) Extension of the Highgate tube to East Finchley.
(3) Electrification of LN.E.R. from Finsbury Park to High Barnet and Edgware, with connections to
provide
through running on the G.N. & City and between the latter and the Metropolitan at Moorgate.
(4) Provisions of Interchange Stations at Manor House and Golders Green for Tubes, Buses, and Trams.

B - EAST LONDON

(1) New electric railway from Liverpool Street via Bethnal Green, Victoria Park (in tube), Leyton, and
West Walthamstow to Waltham Cross (on surface).

(2) Electrification of L.N.E.R. from Liverpool Street to Romford and to Loughton, with new fly-over

junction at Stratford.

(3) New fly-over junction at Aldgate East.

(4) Aldgate Interchange Station.

(5) Electrification of existing L.M.S. (L.T. & S.) line and extension of District Railway service from

Barking to Upminster.

(6) New connection between existing lines from Fenchurch Street to Blacl~wall, and Canning Town to
Beckton (connecting all the docks); electrification of the whole, and extension by new surface line to
Dagenham, Becontree and Romford.

(7) A new electric line branching from (1) near Victoria Park then via Wanstead and North Ilford to
Hainault Forest, and ultimately beyond (this might be connected with (6) at Romford).
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C - SOUTH-EAST LONDON

(1) New connection between Metropolitan (East London) and Southern Railways at New Cross providing,
in conjunction with A(3) and B(3), direct connection between the G.C. and G.N. systems of the
L.N.E.R. and the Southern Railway.

D — WEST LONDON
(1) Surface electric line from Hammersmith to Hounslow West, picking up from Chiswick old trains of
Southern Railway.

The total cost of the above proposals may be estimated very roughly at £17,000,000, and the employment
directly on construction at an average of 16,000 men for the first two years and 6,500 men for two years
more. A very large part of the remaining expenditure, however, would be upon such things as rails, girders,
electrical plant, and cement, all of which would involve employment in the trades concerned, especially the
steel trade. Half as many men again can be added on this account, bringing up the total additional
employment to, say, 24,000 and 10,000 respectively.

In addition to the railway developments we have mentioned, a number of linkings-up and minor extensions
of the tramway system are required, some of which would enhance the value of the system in a degree
altogether out of proportion to their cost. Moreover, if our proposals for new roads in the London area are
carried out, and if some of the more unreasonable restrictions imposed by the Minister of Transport are
removed, there will be an appreciable addition to the number of motor omnibuses, without additional
congestion. We have taken no account of the employment thus caused.

Some of the developments above-mentioned seem to have been delayed by the failure of the local
authorities and companies concerned to agree among themselves, and by the attitude of some who were
unwilling either to do the work themselves or to leave others a free hand. The national emergency requires a
Government with power and determination to over-ride such difficulties, to decide upon a policy, and to
carry it out.

WORK FOR THE WORKLESS, NOW

Adopting a reasoned and balanced view throughout, and stating the details for consideration, we have
outlined proposals which we believe will provide a great volume of useful employment over a period of years.
In particular, we have shown how by work of necessary development in the chosen spheres alone, work can
be directly provided in the following estimated proportions, the figures summarising the effect of the
proposals given in detail above

Estimated additional work for a year in Great Britain for the number of men below, directly provided as a
result of our detailed proposals under specific heads, and apart from indirect results:

Within the First Year Within the

from the Schemes Starting Work second year
Roads and Bridges 350,000 375,000
Housing. 60,000 60,000
Telephone Development 60,000 60,000
Electrical Development 62,000 62,000
London Passenger Transport 24,000 24,000

INDIRECT EFEECTS ON EMPLOYMENT

In all this, so far, we have taken no account of the large increase in employment everywhere resulting
indirectly from the addition to the national purchasing power represented by the wages of those workers
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directly employed in this way. The income of everyone of these will have increased twice or thrice; arid this
will be fe-. fleeted at once in a corresponding increase in expenditure on food, clothing, boots, housing,
travelling, entertainment, and other amenities. As a result, a stimulus will be given to the whole of the
industry and commerce of the country, reflected, in turn, in increased employment.

Again, we have included in our figures those employed in industries directly supplying the materials to be
used in our national development schemes, but not those less directly affected. Thus, while we have
included those working on roads, we have not included those making the additional vehicles which in
consequence will come upon those roads; those building houses, but not those making the furniture and
carpets for those houses; those installing electric generating plant and cables, but not those manufacturing
the lamps and fittings which will be used at the ends of those cables.

After taking all these things into account, we have every confidence that within three months of a Liberal
Government being in power, large numbers of men at present unemployed could be engaged on useful work
of national development; and that within twelve months the numbers unemployed would be brought down
to normal proportions.

Statistical evidence shows the normal pre-war percentage of unemployment to have been some 4.7 per cent.
Applied to the present insured population this represents about 570,000.

We should not, of course, rest satisfied with that, but should resume that policy which Liberalism was
pursuing up to the outbreak of war, designed to reduce and mitigate still further the burden of normal
unemployment.

To summarise : Unemployment is industrial disorganisation. It is brought to an end by new enterprise, using
capital to employ labour. In the present stagnation the Government must supply that initiative which will
help to set going a great progressive movement.

THE BANKERS' VERDICT

Since the issue of the Report of the Liberal Industrial Enquiry, the idea of a Policy of National
Development as met with increasing acceptance in authoritative quarters. Thus, to turn to Mr.
Goodenough, Chairman of Barclay's Bank, in his 1929 address to shareholders said:

"If these (depressed) industries are unable through these means to absorb their existing unemployed, there
is ample opportunity for affording relief. . . in works of a more or less public character, such as levelling,
road-making, planting, and drainage in many areas.”

THE BUSINESSMAN'S VIEW

Mr. William Harrison, the Chairman of the Inveresk Paper Company, who described himself publicly as a
Conservative, said in his address to his shareholders this year:

" ... Whatever party found itself in power after the General Election must promptly set about organising
work for the unemployed on a large scale, and public work of this character, if conceived and carried out
on large lines, must lead to a growing demand for basic materials. Once the machine was started, it should
not take long to create the necessary impetus which would bring about a great national revival of industry
of which this country was so much in need."

The quarterly trade forecast of the Federation of British Industries for the first quarter of 1929 says:
“It is not possible, therefore, even with the best will in the world, to look forward during 1929 to anything
more than an acceleration of the more favourable developments of 1928, assisted by such orders as may be

placed by the Central Electricity Board and any other similar public schemes which may be instituted
during the year."
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THE LOCAL GOVERNMENT VIEW

Again, the General Purposes Committee of the London County Council, in a recent report, say:

"The Council, in common with other municipalities and with public utility companies, by proceeding with
such large schemes of work as the Victoria Dock Road and bridge construction and by traffic proposals
which will promote the extension of tube railways and such like will really be helping in their own
localities the men whose welfare the Government has in mind. Stimulus will thereby be given to the steel
and iron trades, which will react upon the coal-mining areas by the demand for coal for iron and steel
works. In this manner the Council can materially help the miner and the iron-worker."

IT WILL PAY

One other objection we have left to the end. It is, that as it costs less per head to pay unemployment
benefit than to set a man to work, then in the interests of national economy we should continue to follow
the former course. To this we would reply that if it is more profitable to the national economy to have a
million unemployed than half a million, then why not increase the unemployment to two millions and
double the advantage? Why not, Indeed, let the whole nation become unemployed? Why stop at half
measures? Such objections are the economics of Bedlam.

There are two possible approaches to the question of whether this policy of National Development will
"pay"; the first in terms of facts and the second (and more familiar) in terms of bookkeeping. Taking the
former, it should be clear that any arrangement which will give an unemployed man work at which he can
produce useful goods or services without displacing another, must benefit he community as a whole,
including himself. Whereas formerly he was merely drawing upon the fruits of the labours of others, and
thereby reducing their share, he is now contributing to the totality of the community's wealth. If the value
of his work exceeds the value of what he was formerly receiving in benefits and poor law relief, the
remaining members of the community other than himself must pro tanto be better off.

The same point can be demonstrated in more familiar terms.
THE EFFECT UPON THE STATE UNEMPLOYMENT INSURANCE FUND

Set out below is the account of receipts and payments of the State Unemployment Insurance Fund for the
year 1928, abstracted from the monthly issues of the Ministry of Labour Gazette and ,resented in simplified
form, to the nearest £100,000.

Receipts £ Payments £
Employers’
Contributions 16,400,000 Benefits 44,300,000
Employed persons’ Cost of
contributions 14,100,000 administration 4,700,000
Exchequer Other payments
Contributions 11,800,000 (mainly interest on loans) 1,700,000
Total 42,300,000 50,700,000
Debit balance
on year 8,400,000

Taking the average of the year 1928, some 1,300,000 persons were unemployed and some 10,500,000 were
paying contributions. On this basis the average benefits per unemployed person per annum were £34 1s.
6d., and the average contributions in respect of each employed person per annum totalled £4 Os. 6d.
Assuming, for the moment, the effect of the re-absorption of a certain number of unemployed workers to
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be a saving of no more than these average figures, this same account, but with an average of 750,000 fewer
workers unemployed, would appear as follows:

Receipts £ Payments £
Total Contributions Benefits 18,700,000
Employers 45,300,000 Administration (est) 4,000,000
Employed Other payments (est) 1,200,000
Exchequer
Total 45,300,000 23,900,000
Credit balance on
year 21,400,000

The effect on this basis would therefore be to leave the Fund better off on the year, as compared with the
actual, to the extent of £29,800,000.

In fact in such circumstances, the saving would be materially greater, for certain reasons, the most
important being that the total number of insured unemployed includes a large proportion of workers in fact
on short time and not "unemployed” in the ordinary sense. These workers receive a good deal less in
benefits per head in respect of unemployed time, because of "waiting periods," and other qualifying
conditions than do the permanently "unemployed." It follows that the remainder (who would be those in
fact absorbed into employment as a result of our proposals) would be receiving a proportionately higher
rate of benefit, and the saving as a result of their absorption would be higher in the same proportion.
Instead of £34 1s. 6d. per annum, the actual figure of saving per worker employed would be a good deal
higher. In the case of a typical group of males of 18 and over (the type, for example, likely rapidly to be
absorbed into road-making), entitled to benefits on the scale shown by the Ministry of Labour sample
investigation, wholly unemployed for the preceding year, the saving in average benefit would be £57 per
annum each (as against the average figure of £34).

Based on this figure of £34 only, which is without doubt an unduly cautious basis, and allowing for
increased contributions and reduced administrative costs, the saving to the Fund as a result of the
absorption of the number of workers mentioned would therefore be practically £30,000,000 per annum.
Taking the year 1928 for purposes of comparison, instead of the Treasury having to provide an additional
loan of £8,400,000 to meet a debit balance, it would receive £21,400,000 in reduction of the Fund's
indebtedness. At this rate the debt of £31,020,000 owing to the Treasury at December, 1928, would be
repaid in less than eighteen months. Whilst for the sake of caution we have taken this low average of £34
per worker as the figure of saving for the Unemployment Fund, the actual saving to the community per
worker absorbed would clearly be higher, because the cost of maintaining the bare existence of an average
wage earner and dependants must be greater than this, and the excess would be an additional saving to the
community either in the form of reduced Poor Law relief, or in other directions.

INCREASED EXCHEQUER RECEIPTS

This, however, is not the full tale of saving. The Colwyn Committee in their report estimate the average
payments in taxation made by persons in different circumstances; the figure, for example, in the case of a
man in receipt of an income of £150 per annum with a family of two adults and three children being £17
9s. 3d. At £100 a year, the figure is £11 17s. 6d. For a single worker, or for an average family group per wage
earner of 1.5 adults and .8 children, the amount spent on taxable commodities would be higher than for a
family of the size taken by the Colwyn Committee. However, we have made no allowance for this, as we
consider the Colwyn figure somewhat high, particularly in its estimate of the average amount spent on
alcohol by the wage-earning class. Assuming that when a man becomes unemployed his expenditure on
taxable commodities is reduced in greater proportion than his income as a whole, expert statistical
examination suggests that the effect of restoring a man, previously drawing benefit at an average of 22s. a
week, to employment at Standard Trade Union rates is likely to be an increase in receipts by the State
from existing taxation of from £8 to £10 per man. The increase in receipts from women workers would be
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considerably less, but they form a comparatively small proportion of the numbers unemployed, and
therefore on the average, it is justifiable to take the figure of from £7 to £8 per worker. Taking again, for
the purposes of illustration, the same figure of 750,000, this would giver an increase in receipts in one year
in respect of these wage-earners alone, of some £5,000,000 to £6,000,000. To this must be added the
receipts, in indirect and direct taxation, on the increased income and profits received by contractors and
manufacturers as a direct result of this increase in employment. Expert opinion suggests that on a cautious
estimate this corresponding figure may be put at from £3,000,000 to £4,000,000. The additional receipts in
taxation by the State under existing taxes as a direct result of the restoration of a number of workers of this
magnitude to industry would, therefore, be a figure of between £8,000,000 and £10,000,000 per annum.

A SUMMARY OF THE FINANCIAL EFFECT

This, then, is the situation. We have certain expenditure on telephone, electrical and transport
development which, over a due period, can be justified as an ordinary commercial proposition. Some slight
assistance in the way of reduced interest may be required in the first two or three years but this can be
recouped later. We have certain road expenditure offering no direct financial return, though a large indirect
return in savings to the nation in cost of transport and otherwise. But to meet the interest and sinking fund
on the loan to finance this, we have a steady increase in receipts from motor vehicle taxation year by year,
which increase alone at the present level of taxation, together with receipts from betterment, is likely to be
sufficient to meet interest and repay the whole State expenditure within a comparatively short period of
years. All this work therefore, makes no drain on the Exchequer.

On the “credit” side we have:

(1) a direct saving to the Unemployment Benefit Fund of many millions of pounds. Taking, again, for the
purpose of our illustration, the same figure of a reduction of 750,000 in numbers unemployed, the saving to
the Fund would be from £25,000,000 to £30,000,000 during each of the first two years in which the scheme
operates, resulting in the repayment to the Treasury well within these two years of the full debt owing,
which at present is over £31,000,000. This is quite apart from any future saving resulting from the general
stimulus given to industry;

(2) an increase in receipts from existing taxation of some £10,000,000 to £12,000,000 per annum.

This takes no account of indirect increases in tax receipts resulting from the general stimulus to industry,
such as increased profits of shopkeepers and others as a result of the substantial increase in purchasing
power; and no account of reduction in poor law relief, nor in cost of health and similar services resulting
from the increased well-being of the worker.

Leaving out of account, for the moment, the great contribution to human welfare resulting from the
provision of work, does this policy look as if it would “pay” as a mere business proposition, or does it not? It is
obvious that it must. So, by a longer argument, we have come back to our first, and not very surprising,
conclusion, that it pays a community better to have its citizens working than to have them idle!

We finish as we began: what is wanted to conquer unemployment is the belief that it can be conquered; the
determination to attack it in the same spirit as the emergencies of the war; a policy calculated to secure
success; and a capacity to carry that policy through to a conclusion.

Work for the Workless now. We can conquer Unemployment.
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Today, in 2009 as unemployment and recession loom up like a growing spectre before us, we need
a similarly aggressive, detailed plan, workable both in time and in accountability.

Britain Can Conquer Unemployment 2009

Recession? Unemployment? Doom and Gloom?
Yes indeed.

But our present downturn also offers a once-in-a-lifetime opportunity to invest in a future of productive
industry, affordable housing, cost-effective public transport, rejuvenation of urban and rural environment.

We should seize this golden, yes, golden opportunity to improve our productivity and our infrastructure.

1. Analysis

Problem — Result — Solution
2. Strategy

Development Banking — Regional Planning around Core Cities
3. Investment

Transport — Housing — Community — Industry

Our nation’s rural and major roads, highways and motorways together form an interlocking system of
communication, through which we move ourselves, our goods and services. It is a significant element in
our national infrastructure.

But imagine for a moment that all roads are private, as in the medieval turnpike days. Private roads,
privately constructed, owned by their shareholders and operated purely for private profit. Some roads are
well maintained, others not so. One particularly important highway is in very poor repair. Its importance
allows its owners to charge very high tolls for its use, and the fact that expenditure on maintenance is
negligible allows profits to be maximized.
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Then one day torrential rains destroy one of its main bridges, and the loss of this strategic link brings the
entire region almost to a standstill. This event may perhaps prove a turning point in the nation’s history,
as people, local and national administrations come to the realization that the road network is a vital part
of the nation’s infrastructure and as such must function as a totality, operated responsibly to a high
standard.

The Great Banking Crisis of 2008-9 may have the same effect, dispelling illusions and forcing an
acceptance of reality. The illusion is a widely, and quite reasonably held assumption that our banking and
monetary system is a national institution, a significant, indeed perhaps the most important element in our
national infrastructure, that web of interlocking services like water, electricity, telecommunications, roads
and public transport which collectively make a country and life within it civilized.

But not so.

Our monetary system is dependent on the banking system which services it. And our banks are all
privately owned, operated for the benefit of shareholders, the national interest being only of secondary
importance. All of the interlocking problems we see today which have together brought our economy to its
knees are the result of private institutions operating for short-term private gain, with scant regard to the
public welfare and little or no awareness of their collective role as the nation’s most valuable of all its
infrastructural components.

The banks are in trouble because they gambled wildly and irresponsibly with the resources at their
disposal. Q: Are bankers Conservative or Socialist? A: Yes. When they’re on a winning streak taking in
profits on bets the complexity of which few but the young whiz kids understand, when star traders and
executives are taking home bonuses in the millions, the bankers are True Blue Conservative — and Hands
Off Private Enterprise!

But when the bets turn sour and phenomenal winnings turn into ruinous debts, suddenly they’'re
Socialists, standing in the lineup, their top hats held out for government welfare — and welfare on a scale
which dwarfs unemployment benefits for ornery out-of-work folks. And so the government steps in. While
traditional economists make dark threats about the dangers of governments running the banking system,
the reality is that a nation’s banking and monetary system is a vital part of its infrastructure, and when it’s
threatened, government is the banker of last resort. All of which gives the bankers the last laugh of course:
“you can’t say we’re private companies, and let us go to the wall Prime Minister. We are your nation’s
banking system. Without us your people will be reduced to bartering fruits and vegetables in the public
market — back to darkest Africa”. Yes, they’ve got us over the proverbial barrel.

And they’re right. We can’t do without them. Just as we moved from private roads to a unified publicly
administered system, so we need to reconsider our private, operated-solely-for-profit banking and
monetary system right from the bottom, what we need from it and how best our needs can be supplied
efficiently and cost-effectively. But that will come later. For now, let’s look in more detail at the mess
we’re in at this moment.

1. Analysis: (a) The Problem

The fat-cat bonuses are already well established in folklore, and there is a wide awareness of the extent to
which banks have bent over backwards to invent ever more complex gambling devices without apparently
any thought that gamblers might one day lose their (or our) shirts. This in turn leads to a consideration of
the private company status of banks, their gross misuse of resources at their disposal and scant regard for
their status as guardians of the nation’s monetary system. The complexity of the risks they were
increasingly taking and their subsequent downfall is the major element in our current financial troubles.
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There is also another factor, what economists call a major credit overhang, which means simply that taken
overall we are personally and individually up to our necks in debt. Ten years ago in 1999 British
households were already the fourth most indebted among the G7 economies. By 2002 we had taken the
lead, with a debt burden equivalent to almost double disposable income, the money you have to spend after
essentials are covered.

Bad behaviour? No one to blame but ourselves? Partly yes. But the bankers must share the blame.

When a plumber does a job you have a right to expect quality work that will last from a man who knows
what he’s doing. Similarly if a mortgage professional says you can afford it, you would not be
irresponsible if you believed him. Adverts on commercial radio tell you that, with the value of your home
now most probably greater than your mortgage, you are sitting on unrealized assets. “Unlock the equity in
your home!” they cry, giving the impression that you are sitting on an untapped oilfield in your back
garden.

Similarly we are plagued at every turn by offers of credit cards, through the mail, the internet, department
stores... they all want you to run up debts on their credit cards. Why? So you can enjoy tomorrow’s
pleasures today? Not really. What they want is for you to run up a debit which you fail to pay on the due
date, either because you can’t spare the cash right now, or because you’ve got so many credit cards you
can’t possibly keep a check on all of them. So the credit card companies charge interest on the outstanding
debt — a profitable investment at 19%.

Dodgy mortgages may give some grateful buyers a home, but if their incomes can’t sustain the payments
then repossession will be the inevitable result. At the same time, bringing homeowners into the market
who can’t afford to be there simply pushes house prices up yet further so the boom feeds on itself. And
when any commodity starts on the rise, the speculators step in, so again pushing up prices, speculation
being a self-fulfilling prophecy... until the bubble bursts.

But unsustainable mortgages are a symptom, not a cause. People need houses, that’s a basic of a civilized
life. As long as there is a shortage of affordable housing, not subsidized, but at-cost, economical housing
provided for example through housing cooperatives, the pressure is on to obtain a mortgage by whatever
device your friendly mortgage broker is willing to come up with.

As for the huge credit card debts, credit companies, all of which share common databases, need to curb
their collective limits. It is no part of responsible banking to tempt otherwise responsible citizens into
irresponsible financial practices.

1. Analysis: (b) The Result.

The results of bank gambling are clear to see: they are all stony broke, and that’s that.

The result of high personal debts, coupled with declining home values and the threat of unemployment
have led to a forced return to commonsense. We’re in debt therefore we need to stop spending for a bit,
get out of the red and back into, or at least somewhere near the black. Keep earning, stop spending. A
very wise choice. The trouble is that everyone else is doing the same, and the economics just don’t work
out. If we stop spending, stocks build up in the shops, so they stop ordering, producers stop producing...
and stop employing. And when people are out of work on very reduced incomes, they spend even less, so
putting even more out of work.

Economics is a circle. Work Monday-Friday, earn, then shop and spend on Saturday, the shops reorder, so

we’re back to work on Monday. Break the circle and the whole economic machine grinds to a halt.
Economics isn’t rocket science. It’s common sense and human nature.
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1. Analysis: (c) The Solution.
And the solution isn’t rocket science either.

In the summer months the good bed-and-breakfast ladies of our seaside resorts are busy... well, cooking
breakfasts and making beds. But come the winter months and all is quiet. So what do they do? No
problem. Winter is the time to add an ensuite bathroom, decorate another bedroom, give the kitchen a
really thorough cleanout, trim up the garden. Idle? Winter’s our busiest time!

What these wise folk are doing is not economics, it’s simple commonsense. They are using the downturn
in immediate demand from customers to invest in projects which will prove their worth next spring when
the holidaymakers return, either by giving customers better facilities, or by investing in ways to deliver
services more productively, and thus more profitably — new labour-saving equipment for the kitchen for
example, or a new larger washing machine so they can do their own sheets and table cloths, saving on
laundry bills.

Now, in a time of economic downturn, now is the time for wise Councils to invest in infrastructure
improvements, to provide affordable housing, and improved public transport. Now is the time for wise
companies to keep their key staff, and focus, not on production of goods which are not for the moment in
demand, but on investment in factory and production improvements, better layout, machine maintenance,
installation of more modern equipment, research into new products. Work today, not for current
production, but to improve productivity so that when demand resumes, tomorrow’s products will be better
and cost less to produce. Not a revolutionary proposal, simply doing what the bed-and-breakfast ladies do
every winter.

But this simple solution requires one simple facility: credit. Which in turn requires a properly functioning
banking system. And oh dear. We don’t seem to have one.

A country needs two things from its banking system. The first is relatively simple, and as such is best
done simply and by simple means. We all need a local bank where we can have a current account, pay
money into it, and withdraw for daily needs. No rocket science there. The local bank should know its
clients, their needs and capabilities in order to offer advice and services appropriate to their needs.

The second and rather more significant need from a banking system is investment. Loans quantified
within the nation’s capacity and so directed as to enhance the nation’s productive capabilities, creating
jobs, financing infrastructure, helping business to expand and to remain in the competitive forefront.
Wouldn’t that be nice? But banks aren’t philanthropic organizations. They’re not there to be helpful, to
boost their nation’s productivity and competitiveness. They’re there... to make as much money as they
can for themselves and their shareholders, if necessary by resorting to the wild and irresponsible gambling
the extent of which has only now been revealed in its full enormity.

Maybe it’s time to look at our banking system and ask whether it fully meets our needs, and if not, how it
might be restructured better to do so.

2. Strategy: (a) Development Banking

Does our present banking meet our needs? Yes, and no. Yes it meets our demands for unsustainable
mortgages and unlimited credit cards which only get us into trouble. And no it does not provide a full and
satisfactory service with regard to committed investment for industry and infrastructure. In addition,
bankers gamble irresponsibly with funds at their disposal which is not in the interests of their customers
or the nation as a whole.
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The responsible provision of our local day-to-day banking needs is not a major problem.

It is in the area of longterm investment in industry and infrastructure that we need a fundamental revision
of current practices.

To take care of investment needs, we need to create specialized Development Banks on a regional basis
with the specific purpose of investing in regional business and industry on an ongoing partnership basis,
with decisions based on a rigorous assessment of project viability and guided by an overall regional
investment strategy.

Regional Development Banks (RDB) would be licensed by a National Development Bank Commission
and authorized by the Commission to make investment loans up to a global value as determined from time
to time by the Commission in conjunction with current Central Bank policy and prevailing economic
conditions. Each RDB is then evaluated separately and individually in terms of loan capacity dependant
on specific circumstances of the region in which it operates.

Loans are then made to encourage and develop new startup enterprises large and small, to secure, expand
and improve existing enterprises, and for major regional infrastructure projects, the latter in conjunction
with local authorities and national planning.

In each and every case, the granting of a loan is preceded by a thorough and complete business plan
providing full working detail, proposed use of the loan funds, and precise projections of sales, income and
expenditure as appropriate for each project, as well as anticipated repayment schedule.

In order to ensure the most secure possible foundation for the enterprise or the project, as well as the
ultimate security of the loan, each RDB would maintain a register of specialist firms, contractors, business
advisors etc who can be called upon to verify loan clients’ cost estimates and provide setup advice in
forms varying from design of factory premises to promotion and accounting. Skilled commercial,
architectural and technical advice is thus available, either to assist existing enterprises or to promote new
ones.

Once launched, the new enterprise manages itself but the Bank guarantees continuing support in return
for a flow of data from which the new enterprise's progress can be monitored — production, sales, profits
and so on. As soon as the loan has been granted, all transactions of expenditure and income would be
recorded daily in real-time in the Bank’s database, and accumulated each month when actuality is
compared with projections using the Bank’s computer model. Discrepancies will be flagged by the system.
The individual loan supervising agent then reviews the month’s performance with the client, and any
variations from projections can be analyzed and remedied as necessary. If anything begins to go wrong,
the Bank can give timely help, with advice or further finance if appropriate.

The highly successful Mondragon cooperative group in Basque Spain illustrates this ongoing relationship
between investment banking and recipient business. The Workers’ Bank serves three mutually inter-
dependent functions: it provides investment as a local development bank, offers technical and financial
advice for business startup, then monitors production, quality, and financial performance in a process of
ongoing cooperation and partnership.

The ongoing partnership concept also assumes longterm commitment, ensuring finance for secure long-
range planning and productivity investment, as well as research and development into new-generation
products and services in conjunction, perhaps, with more specialized venture capital funds.

A major distinguishing feature of the RDB concept is that a total project, from design through production
and management to sales, becomes the loan collateral, rather than the personal assets of individuals. The
RDBs exist to create new business and new wealth where none previously existed, not (in the words of
comedian Bob Hope) “to lend money to people who can prove they don’t need it”.
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RDBs are authorized to create loans based on project collateral, and are not required to maintain
“reserves” in the current banking sense. In the current banking tradition, a bank’s reserves are instituted
as, and traditionally regarded as an insurance against losses, but in practice insurance is no better than the
risks it insures. Experience in 2008-9 has shown bank assets woefully inadequate to cover bad investments
and gambling risks. The RDBs would rely for their security on thorough research of loan projects, on a
close working and constructive partnership with the loan recipient, and a detailed follow-up of results. An
investment loan is best securitized by ensuring the success of the project in which it is invested.

This is a relatively new concept of forward-securitized banking in which the security of the loan is
represented not by a backup of assets but by the future performance of the investment project.

RDBs would charge only to cover administrative costs. Interest charges as such would not apply.

While one major objective of the RDBs would be to assist in improving the productive efficiency of their
business clients, the RDBs themselves would be required to maintain the highest standards of service and
the most economical costs in order best to serve their clients and home regions.

All RDBs would report monthly to the Commission, indicating the value of loans, and successes or
problems with loan clients. All RDBs would also report their monthly administrative costs which are then
compared on a standard scale which allows weightings for number of clients and value of loans. The Bank
with lowest administrative cost becomes the current benchmark which others should attempt to emulate.
Banks are encouraged to compare notes on costs and cost-saving measures while maintaining the highest
possible quality of loan assessment, follow-up, and overall customer service.

The purpose of the RDB concept is to promote regional growth and employment to the fullest extent
possible. Any worthwhile project, large or small should be considered, and the onus is on the Bank to
prove grounds for rejection of a loan. The success or failure of any RDB will be measured not by its profits
or the wealth of its executives, but by the prosperity of its home region.

2. Strategy: (b) Regional Planning around Core Cities

Already in existence and well established, the Core Cities Group is a self-selected and self-funded group
of eight cities that share a common set of circumstances and ambitions.

— They are big wealth producers at the centre of large conurbations — the city regions.
— The region relies on their performance and their assets.
— They have experienced real economic turnaround, but still lag behind international competitors.

The Core Cities’ shared agenda is to create accelerated economic growth and to distribute it, so increasing
cohesion and benefits for local people.

These eight cities produce the lion's share of their regional economies, up to — and in some cases more
than — 50% of the entire regional wealth. Together with their city regions, they produce 25.5% of
England's economy — that's more than London. So it's not just that they are important to the national
economy; Britain does not have a viable economy without them.

The Core Cities Group currently includes Birmingham, Bristol, Leeds, Liverpool, Manchester, Newcastle,
Nottingham and Sheffield. We need to expand this concept to cover the whole country. And our Core City
Regions need to be given far greater autonomy. Michael Parkinson's seminal State of the English cities
report (ODPM 2006) showed that, out of the top performing cities in the EU, excluding London, England
only had two in the top 50, whereas France had five, Italy six and Germany 15.
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The report made two important points. Firstly, the most successful places have more devolution and local
control, particularly over finances, than we enjoy in England. Secondly, they are able to operate in a
sophisticated way across administrative boundaries within functional economic areas — city regions. Thus
we need to identify our core cities and their dependent regions, then create the necessary framework in
which the region becomes a unified investment and development area — and we need to do this by moving
and merging existing administrations not creating new ones. Indeed we should be looking for savings
resulting from the mergers.

High density and infrastructure levels mean that cities are in fact very sustainable places to live,
something we forget all too often. Cities provide solutions to issues of the economy, sustainability,
diversity and lifestyle choice. However it is equally important to include the surrounding, dependent
region.

If the Core City regions are to function efficiently it is important to develop a web of effective public
transport linking dependent towns and villages to the core centre. And it is here particularly that the
relative autonomy of the region can get things moving. Current funding streams, financing options,
bidding and approval processes are too complex and time consuming. Nottingham has developed one
tramline, and agreed a second, in the time it has taken its German twin - Karlsruhe - to build 14 lines.

Having identified our Core City Regions and established Regional Development banks, we would be fully
equipped to identify and invest in infrastructure and industry, taking full advantage of our Iull in
consumer demand to maintain employment while preparing for a more productive future. Our Core City
Regions would play the key role in minimizing damage to the economy and leading us out the other side.
And there is an enormous potential waiting to be unlocked.

The Core Cities Group recently published a report with PricewaterhouseCoopers, Unlocking City Growth.
In it they look at a model based on tax increment financing — Accelerated Development Zones — and pair
them with Regional Infrastructure Funds. The proposal is to borrow against future income to provide
major infrastructure, for example from an uplift in business rates, retaining this temporarily to pay back
borrowing.

Applying the model to four live case studies from the cities, the report demonstrates that by using this
approach, increases of between 50% and 80% can be achieved in housing, jobs and economic output. It
also allows cities and their regions to share in the growth dividend, to get a return on their own
investments, something that may become increasingly important in a different economic future. Note the
significant factor here is that we are looking at investments, not deficit-increasing grants.

The potential benefits for many kinds of infrastructure, including transport, are considerable. At this time
of recession and mounting unemployment, the ability to fund these kinds of schemes takes on a new
significance. The combination of largely autonomous Core City Regions established across the country
each with its own Regional Development Bank empowered to make loans for industrial and infrastructural
needs can provide the means with which we can fight — and conquer unemployment and recession.

3. Investment: (a) Transport

The Core Cities, their Dependent Regions, and the Regional Development Banks would form “hot spots”
covering the whole country, autonomous, able to act within an overall national framework yet otherwise
independently, aggressively pursuing one central objective: the maximization of each region’s potential,
its industrial base, its employment, its natural resources. This requires as a major prerequisite that the
region should be able to act as a cohesive unit, which in turn points to a high level of inter-connectivity
between the centre and the dependent towns, villages, recreational facilities, countryside and homes.
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We should be looking to increase the cost and speed of connectivity while reducing our reliance on cars
with their attendant pollution. This could support the broader urban development agenda, through provision
of high quality integrated alternatives — buses, trams, cycling and walking — and more planning of houses,
shops, schools and employment sites near one another or with good connectivity. It is vital that new
housing, commercial and recreational developments be planned in conjunction with new or existing public
transport routing, for the two are totally interdependent.

The current economic and environmental context should help us to build patronage for existing transport
services and support the case for significant new public transport investment. Transport is only one lever
of economic growth, but it is a vital underpinning factor. To allow transport models to fulfill their
economic, social and environmental potential requires greater local control over the setting of investment
priorities — for transport and other infrastructure — and the ability to access further financing. It also
means increasing coordination across the city-region areas, through Integrated Transport Authorities and
Multi Area Agreements as a beginning, and other mechanisms going further into the future. Here again, a
strong sense of regional identity coupled with administrative autonomy facilitates the development of
these goals.

With shared transportation playing a larger role, town scale can be humanized and centres pedestrianized
with improved amenities. Central urban planning should stress compactness, the concentration of
development at the core and the exploitation of unused or waste land within that area. Commercial centres
can be reinvigorated through environmental enhancement, pedestrianization, and full integration with
public transport facilities.

At Stevenage and Peterborough, for example, footbridges lead directly from the station into the shopping
centre, and many shoppers and office workers come in by train. Not bad; better however if the station
itself formed an integral part of the shopping centre. Cambridge has a buoyant economy that attracts
commuters and shoppers from miles around. But the Cambridge railway station is a mile out of town,
remote from the shops, so most people come in by car. Cambridge should have left the historic centre to
the University and the tourists, and concentrated shop and office development around the railway station.
Lessons need to be learned.

Our overall transport strategy needs three elements. First, a national high-speed and/or fast rail grid links
the major city centres. Within cities, rental bikes and small electric cars should be available at stations.
Second, each city then becomes responsible for its own regional transport network, connecting the centre
with surrounding communities and interlinking with the national services. Using the facilities of the
Regional Development Banks cities should plan and execute their own transport network without time-
wasting recourse to Westminster. Third, residential, recreational and commercial facilities and
developments must be inter-linked with transport.

Britain is fortunate financially and environmentally in having many disused rights-of-way which can be
returned relatively cheaply to public transport service. These can be revitalized as light rail lines,
connecting towns and villages with city centres. In Holland and Germany, the concept of reviving disused
rail-lines, and converting existing heavy-rail but little-used rural lines to tramways or "tram-trains" is
already underway.

It is important that new public transport installations should be highly cost-effective, minimally
disruptive, and environmentally friendly. Most of the available transport offerings today consist of over-
weight, over-designed heavy vehicles, expensive to buy and disruptive to install. One British company,
Parry People Movers, has addressed this problem with a range of highly suitable vehicles and installation
systems.

In the recessionary years of 1929-31, the then privately owned American tram companies suffered a major
decline in patronage. Their presidents held a conference to seek a solution, and they created a committee

32




to develop a new generation of luxury tramcars which would attract new patronage, and being a standard
model used by all participating companies, would dramatically reduce production costs. The design they
came up with hit the spot, and the “PCC cars” became so successful they were copied the world over.

We need to look at light vehicles, requiring minimum depth of road foundations (thus eliminating the
costly risk of disrupting underground power and water lines), battery or bio-fuelled engines for use in
centres thus avoiding costly and unsightly overhead lines and their supports, giving simple, quick and
cost-effective installation with minimal environmental and commercial disruption. We need one standard
design, yet with modularity to permit adaptation to individual regional needs, which can be part-produced,
assembled and maintained in each city region.

Apart from the importance of linking centres with the dependent regional towns and villages, regional
transport should also link up with our many country footpaths, parks, rural leisure facilities, lakes, and
scenic spots to provide a pleasant day's outing — as can already be found in Switzerland. Public transport
can help to alleviate holiday pressure on popular coastal sites. Narrow Cornish fishing villages should be
served by small, low-floor buses connecting with the regional system or serving discreet car parks on the
village outskirts.

The predominating issue however, is that future planning must be public transport oriented.

Public transport must be coordinated with the commercial, residential and leisure facilities which it is
expected to serve. And the regional system must be planned as an integrated whole, its different
components, tram, bus, local minibus services coordinated and scheduled with one another to provide
immediate no-wait, no-step interconnectivity. This in turn requires the highest standards of maintenance,
reliability and time-keeping. Well, the Swiss can do it...!

A reliable, cost-effective, inter-connecting public transport system can serve as a catalyst to encourage and
develop local initiatives for urban enhancement and development, as well as generating employment in
work which will enhance our competitiveness, convenience and regional functionality for the future — as
well as making a substantial contribution to clean air and a more peaceful environment.

3. Investment: (b) Housing

A major element in our economic and financial demise of 2008-9 has been the phenomenal rise and
catastrophic fall in house prices. Banks and mortgage brokers found ways to make unaffordable mortgages
(supposedly) affordable, young first-time buyers were lured into the market, demand increased, values
went up, speculators jumped in buying second and third “investment” properties, and so the balloon went
up, in more ways than one.

The facts are: first, a decent home in decent surroundings is one of the foundations of a civilized society,
and second, we need a core of affordable, at-cost rental, rent-to-own or leasehold accommodation which
will serve first-time buyers, and can act as an “anchor”, a realistic cost foundation which can effectively
prevent free market housing from becoming to full of hot air.

Regional Development Banks should provide low-cost financing for new housing, but only on specific
conditions. First, local authorities should acquire land at current prices; when owners of land currently
valued at agricultural rates sell at a huge, planning-generated profit to developers, the houses they build
are already on the way to becoming unaffordable. Second, finance should be readily available for housing
cooperatives or autonomous enterprises building at-cost housing. Third, free market developments must
contain a proportion of affordable units. Availability of at-cost housing would make it possible once again
for young families to afford that most basic of all needs: a decent home in pleasant surroundings.
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And apart from the boost to employment, new homes have a knock-on effect as new homebuyers need
furniture and fittings.

All new housing must be integrated with developing public transport, and there are many ways in which
this can happen.

Despite its overall high population density, rural Britain is often sparsely populated, making life difficult
for existing residents in small villages or isolated areas. New housing could take form of small new
residential developments in sympathetic style around country stations, thus strengthening the viability
both of the village and of the public transport which serves it.

Country stations can be developed as social centres for the surrounding area, offering perhaps a village
shop and post office, a pub or café, a clinic, small multi-purpose hall, a kindergarten, and a few budget
hotel rooms for walkers and tourists. In these simple ways, rural life can be strengthened, better linked
with local city or town centre, tourism can be developed and employment opportunities created.

3. Investment: (c) Community

A central objective of good governance must be to ensure as far as possible a civilized life for all. And a
key foundation element of a civilized life must surely include a quality, affordable home in pleasant
surroundings within convenient reach of recreational opportunities and commercial facilities. A degree of
stabilization in the housing market is essential if this aim is to be fulfilled.

But rising land values and rental costs in urban centres can also have a negative impact on a civilized
environment. Rising land prices are economically regressive, a fact which classical economists decline to
recognize. Prosperity is created by productivity, by increasing value without increasing cost. Rising land
prices do just the opposite: they increase the cost of land without increasing its inherent value. And this
has a similarly inflationary effect on the services using land, which become more expensive not because
they are offering increased value but simply because rents are going up. "Value" in the sense of what
buyers get for their money, decreases as land prices increase. This is particularly evident in major cities.

There is little or nothing in the way of goods and services which is not affected by the price of land; rising
real estate prices in towns and cities affect everything from offices to retail shops, cafés, and places of
entertainment. The escalation of land prices is a major contributor to the high cost of urban living. It can
also cause a deterioration in urban quality of life; many of Europe's old established city cafés which have
for centuries been centres for meeting and socializing are now being forced to close as a direct result of
escalating rents. Likewise the demise of urban centres in the USA came about when steadily increasing
rents finally reached the point where businesses could no longer afford them and moved out instead to
cheaper green field sites thus creating new suburbs.

If the city or town centre is to retain or regain and develop its function as a gathering place, it will be
necessary to ensure that newly developed areas in city centres, particularly areas reclaimed from public or
industrial use, should be subject to price stability so that rents are economic for those low-profit uses such
as public markets and cafés which provide vitality and enjoyment for users.

This could be accomplished by vesting tenure in the hands of a locally administered Urban Trust, which
would ensure maintenance and management. Regional Development Banks can provide finance to equip
public markets, the kind which exist in almost every French town and provide facilities for the exchange
of local produce, so creating opportunities for agricultural and cottage industry employment.

RDBs could also be called upon to finance micro-industries in villages, small loans to open a tea-room, to
provide baking facilities in the village hall, or set up a small market garden. The RDBs should be able to
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focus on any and all opportunities, large and small, to provide investment which will create local
employment. Individual homes could benefit too from loans to install double-glazing or roof insulation,
work which itself provides further employment. Such loans would be repayable from savings derived
through lower energy bills.

3. Investment: (d) Industry

Industry... manufacturing... actually making things... in Britain? Surely we gave up that nonsense years
ago, preferring the easier life of a service economy. But the experiences of 2008-9 have demonstrated
clearly that we cannot survive on the proceeds of bank gambling and escalating real estate prices.

Paradoxically, today's challenging economic conditions provide a unique opportunity for Britain. A
fundamental examination of how this nation earns its living is long overdue. The credit crunch could
provide the impetus we need to ask: how can manufacturing be encouraged to create wealth as part of a
competitive, high-value British economy?

Manufacturing's problems began with the misguided notion that Britain should become a “post-industrial”
economy: that we would focus on services and the creation of ideas, with other nations taking on the less
attractive task of making the finished product. The results speak for themselves. Manufacturing now
generates just 13% of GDP, compared with 32% in 1970.

The credit crisis has exposed the risks of an unbalanced economy. Our objective as a country must be to
define the policy and financial mechanisms required to encourage an expansion of manufacturing as part
of a more balanced economy. We have to be ruthlessly honest about both the scale of the competition we
face and the focused action which other countries are already taking to promote manufacturing.

The first priority should be to stop treating manufacturing as a relic of the industrial revolution. High-
value-added manufacturing brings huge benefits. It penetrates the economy of the entire country, not just
London and the south-east. It pays well but avoids bewildering distortions of income. It drives and enables
a broad range of skills and stimulates the growth of services. In short, it creates wealth.

The benefits are seen clearly in Derby, where around 11,000 people are employed by Rolls-Royce and a
further 15,000 in its supply chain. Nearly 12% of the city's workforce is involved in high technology, the
highest figure in the country, and the number of skilled employees is 2.4 times the national average.
Derby's contribution to the British economy, measured by gross value added, is growing faster than that of
any other city.

Manufacturing generates over three-quarters of R&D investment made by British businesses. This creates
a strong technology base which opens new options for all businesses. It is a fact that almost all developed
and emerging economies have well articulated plans to capture and promote this sort of manufacturing.
Britain risks being the only country out of step. We need an economic route map for attracting and
retaining high-value-added investment, identifying Britain's competitive advantages with ruthless honesty
and prioritizing both public and private investment accordingly.

This is not about protectionism or “picking winners”. It is simply an acknowledgment that most nations
with these goals have a clear strategy for achieving them, with that clarity being part of their
competitiveness. The imminent hosting of an Olympic Games can always be relied upon to galvanize a
city, even a nation, into action, formulating an overall strategy then single-mindedly pursuing it with all
necessary resources. Witness Peking 2008, with London currently preparing for 2012 in part-collaboration
with Vancouver (2010). This is precisely the sort of competitive assessment and focused investment that
we must bring to our economic decisions. And it will send a strong signal to young people in education if
we bring clarity, focus and the necessary resources to addressing our economic competitiveness.
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Britain still retains a strong industrial capability and science base. By setting the right priorities we can
begin to develop a more broadly based economy, with greater resilience and stronger exports. We will see
a high-value-added manufacturing sector with deep product knowledge enabling growing services, and
renewed demand for science-based subjects in schools and universities. It is entirely feasible that this new
direction can be set in 2009 and that today's economic difficulties can create the right conditions to
catalyze this fundamental shift in attitude and policy.

Once again, we return to a strong sense of regional pride and identity to energize this objective, and to the
region’s Development Bank to provide the means.

Summary

A nation’s banking system is a vital — the most vital part of its infrastructure. Yet we dispose of sewage
more efficiently. Let the “financial sector” of speculative investment funds, voluntarily subscribed by
individual and institutional investors, do their own thing and sink or swim accordingly. But for serious
banking, both day-to-day needs and the more important longterm investment needs of trade and industry,
large and small, we need proper, serious banking serving and supporting its clients through a longterm
commitment. This is best done on a regional basis. Semi-autonomous regions each based around a core
city, each with its own development bank, can maximize their own resources and functionality, each
making its own individual contribution to a productive and prospering nation. Whether it will be done or
not is anybody’s guess. But it can be done, of that let there be no doubt.

Michael Sartorius 2009
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