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, ,‘f&,w and monsetary rewards are oithar toe nlew or ﬁat ,
' g gh to make it effective and as such the intre- i
austiea of econemic eontrels is found teo be necessary. The
o ;mmue mm ef thc niliwy:_geam; ‘are obvious a» long

B ,,eea aeeéeé ter aili.,, !
ien and direction eof labour, trels mater
issves 1isanst:, and’ ‘1inites the meney swuj
‘eivilians by m d

- demands of total wa ?n:thcrnﬂrt there 1e1a“~1nat ta
 taxatiom for after a certata level, the taxpayer ies 11k91y
t0 lese interest in improving his ecenomic ‘position fﬁrthtr.

" faxes therefore can be hesvy but mot to the extent the

government wwulﬁ doatxay the produstive effoxrt of the po Ev
alatien., Any governsent defieit may be fimance by
| ,b@rzusiag from the pu l*e,_zraa'hankﬂ and from external

~ sources. Each of these sources has its ewn advantages anﬂ

o _:er %ﬂt ym”

'5Tiivtn%‘ef a great and 4

shorteomings but it is suffieient here to say that the
different sources of borrewing to be made depend on the sise
of ﬁht war expenditure and thn duration of ths eearliet.~

_ _Up to new, ne xaf&rtnsg bas been aaéo to umﬁeru
}fit?ilﬂpiﬂ countries which are found for the mest in
- Afro-Asia. Here the situation is quite different oesasa they
~ are not industrialised to considerable extent and many of
, thnas,neﬁntxioa depend largely en thair:‘,‘,,w:,yra&aata Tor
naents’ revenus. ?azntiaa and banking sys
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| ‘nfemsu %o the mbuiaauen of reemees !’ar war crsaﬁ,
the reising of eneugh funds to finance the war, the means te

o meet inflatien and capital flight, the measures to limit m&

protect eivilian needs and the table distribution of

en in war., Chapter twe will mnwmmumofﬂw |

Pinance. The mest obvieus is to z3q aire the necessary funds
but this is not the end of the picture. A more serious pro~ ;
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. Western world had rienced the finaneing of large scale

ware in the two World Wars. Chapter fowr will give a short
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 where new labour is needed to re

S As Mo Ivur writet, the basis teensmieaprebltﬁs.~
, ,whieh aaa:raat a country in time of war include (1) y&nw St L
 @ueing the goods and servicesfor eax g on the war, 2) s
- paying !or thosc goods and mervices used for war parposes,
- and (3, ying the everyday neede of the eiviliean
L peyulatiaa. while it i8 the second ef these problems that“

wariime finance *iﬁainaeéiata;\*eeaessaaé, it i the i1

3h dgaental %o which others aa:%;a&;”;;

;'naﬂi;tan fhcterics and even 1&%@ axyar% :aa hans, dus’
place the yeung g:ay&e ﬂith»
 drawn for mere active war service. Tranafer of other re-
sources - of factory and warchouse space, of 1ané,£raa ST
‘agriealtural use inte airfields and other military usc, and
Lrom g gaaltnzal uaa ‘o taathar uaro approprie o

‘tho pap ths uqusnce af c@anau&e phenomer ,whdn;ua:;brnke
-~ out rtus&ncd ralativtiy nimyla; ¢¢;¢;' a,f_j L _‘f 1 a*f~
-~ armed forces, speeded on in ity own erdn (o
facteries nn& ) and for the rtat ef ite adli%arr
requirenents uuat to the open nafkot a8 purchaser, Rewever
thg financial tradition of the t aanast rntain its rn1a~~
'vaase in a war 92 tnantieth e&n ,

f[f In naetiag ‘the aentrul task er a war eeunﬁmy. tha
“$Juxannnt e¢alls for help frem the financial system net enly
4in promoting the transfer of resources from one use to ano-
thar and in raising to the utmost the productivity of the
mobilised resources, but also to ensure that goods and
;sarvieon naaéod,trez ubrwta 8&& bw“;;]f $¢ Pinaneisl geiscy,
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o s wartime ez

to rcatrtet the eivilian dems resources in
these may be made available as aseécé fer !ar s B
~ te allecate the economiec burden of thr war as ably
- possible. In attempting to meet this ebéeetitn p&a&l -
T;ﬁ?@ﬁi’d aaﬁ it is suah prablann that unst now 4

L '"izégﬂhe main. sr@hlan of war fiasag, ar&sog " aot
'étka naas: ean be used net aly str %o divert
B Bdenid s ";ﬁx—,iﬁﬁ ka$ alts‘asis,f divert re-

""Baféra war, the u&sle~gpae§aaty traauiﬁs %4
e ished tig; ;,jthi Aintermediary of ;

m 'ths meuaary — lfar aa& %Ms ;man,,tates:;‘.&c I

ﬁhe onntral yreble: éarias g wax is the coming inte
| oxiltanae of an intlattanary ' awelling ov
1ies of , -po ‘ equally amen
‘people »xn;natiea and thn dimin&shiag supplies of
chasable goeds available to the natien, The govermment is
eonfronted with the problem of finding adequate revenus and
_the aapeet ef econfining expenditure. Wherever possidble
~economy in censumption and civil investment geeds should be
- praotised, :f¥w;£¢r balance must be struck betweem the
'ﬁiruat war the strenghk of the Services and inr
preduction ~ and the eivilian econemy; and also between
production for imternal use and for expert, taking imte
account the goods and services that cam be secured 1a~ ~
portaticn. Keynes said that we can stari out either ) @ fixs e
ing the standard of life of the civilian and diseover uhat
18 left ever for the services departimeant and for export; r
by adding up the demands of the latter and discover what 1; :
left over tez.tku e&siliaan. @hs aa g_%‘:ﬁaalt‘will be a

Ma‘#ﬁﬁ. - o



';lﬁd ta war productien. To Cﬁﬁf@ Keyneu anece nwgt, 1& y&aaco

 4ime, the sisze of the cake depends on the amount of work

i7,<i=aa$ has to offer highex
~ on commodities resulted in hig

’{T7fnaa$ dc:aa&s.mﬁhasntaersrza a ﬂt:% of 8 tug
'c*aiviliaa preduection pullins against the aervieta aa& war

~ deme. But in wartime the sise of the sake is fized. If we
>”f‘ﬂ arder, we can fight better. But we must neo aaasuna y
 To meet the problem of raising rwvugam.4;r 5 -

traéﬁﬁas and raises taxes, issues paper money, oxpan § ered
‘and seeks loan from tan pablic and ‘anelary institatioas, and
o c:it!anl loans. In ae 80 1t ereates an u‘*
'w?;aﬁiga 13$1atgea of eea sne thn é‘;‘”” |

NN Aﬁefaﬁsaeraaaa esaatrs at war eia s&até 1&213$1an; ~5? "
- The initisl impetus can eonze from the upward rise of ﬁésts
| ;Qutinsdilar‘7 :at1n§.uaraa' »'t»v_( les truc t-

jiiar b#e#.‘?a aaiatain a8 stcady yulicenﬂrﬁaenrcaa
wages tﬁé?p@iﬁcs. ghg wr—q‘ el

| stion combined. Then as prices rise, tﬁ;lawatz seek prmw

,cetien aeninat the rising cost of livxns by 4 - 4ne-
aal salaries. This cumulative &tﬂﬁ s known

. as tieaary spiral. Under war eondi » Wages tend

, ?ta bt teread up in three ways: thers is 1:30&30 “"vﬁiﬁiﬁl‘

v‘zer 1uh¢mr fcr war ﬁnﬂustriess highq:w,‘, refits enable

B Ehn d&saﬂxnnt&sea af tntlstian ring wartine

iaaun A.G. Pigou distinguishes three types ¢f inflatien:

deficit-induced inflation, wage-induced infl t&aa uuﬂ salltp_

ing inflation.? Inflation erestes sooial problem, inflated

profits lead to complains of profiteering, 1t camses indust-

‘ rial strife by the struggle ¢f wage-earners to maintain their

- share of the market, distorts price structure and encourages
& wrong distribution of rescurces and falling value of meney.

Etoyit 1«30 the 1&333#&#% %o nuwﬁ and while taking sdvantage
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,,intlntienary’aituntian. Publie 1ife is aerraataé nmzalitv S
_becomes a rare commodity and contrels lead to blaak,q ot-
- 1ing. The latter is to oceur extensively in wpder- = =

 d¢vn10yaé eaaatrioa where tha aivil SQrvieu n -nik.;;;;

| w1tb a 1&&5 dxaun war. uhieh aslln :sr a gxtgtcr |
| t:rt ei tha nation's eeenenmy, shortage of labour is ta#vi
ble. Bxperience in the two world wars has shown. that‘labuur
- tage persisted throughout the war despite the employment
~ of wemen, Under such s&tgutiea it is aatural that wages uill
_ rise, theugh less rapidly than prices. There is therefore .
- decline in real wages aand a relative decline in labour's
 ecenemic gesitieam ‘New problems in ladour relatiens arist, ~
~such as the 1t - 0f inexperienced workers, urbam cem-
~ gestien snd insdequate housing, abcaa%eaisn aa& high ia»»
, eidease ef siekaesa and Bervous dxhaus tion. G

Ons ef th: ways te 15@30:30 1ta rtv :
dmpo on of new taxes and the raising of existin
~ goverument abeould sensider te ecenemise net enly i
e sﬂa&nistaxins these new taxes but alse in s ts
 revemus, It should see that the taxes do not discourage ex-
| “gzzts and do not represent a heavy burden to the people. The
Sl idence of taxation has to be prapcrly d&atribaf}d btts%an
*<‘ ~the riah and iha poer to yravtnt soaial pmoblqns. e

| Ansthsr uaw at fiaanztng a.vnr 1is hy iasning pnper
Taonqy bnt ite limitations ere due to its direct effect an
prices. The ameunt of paper meney whieh must be imsued is so
great that it deprecia giély and soon becomes werthless,
- Its depreciation rosulta 1& ower prices for experts and
higher prieces for imports. In Asis, ene effect of an infla-
tionayy inmerease in ncaa{;sappay is to stimulate inperts
‘becanse the low inceme resulte im a high Z:aytno
sity %o consume.® rt an ifflationary inerease
money supply éistortn the ecconomy, weakens coenfidence in the
currency, reduces the incentives to savings and to productive
iinywstnant,yareates diffioulties in balance of payments and
1n£11cts haraahipn on 13:5! sections of the eeuﬂunity.

- R Uunall uhan ﬂnr 12 incvitablo, both farcign and ;
| vate ent ses fearing the total collapse of the nation
:zxaamter their resources abroad. The government has to act
§§& event such capital flight which will prove disastrous
nation, especially ome which depends so much on

‘13 1ts cx;arting untexgxiaeg.;,»%_,

'.7ffaraign aapi ;~




:una n; lovnr ef yublia borresias; but he knav %hat ” f  ,
- was me ‘ﬁﬁgz! from it 'in moment of immediate denger.'7 In

o ef 1a$erttt as well as the date of maturity of the bonﬂu -
~ issued, If short-term bonds are 1auusd thn "@m. ment

not be in a pesitien to r@paw
;aint 13 ta ‘,%*1

groggrtienz of éhert§éataﬂ ; ,;w g,&_,,¢
xed as 10! aa p#ﬁiibl@.;? ;;fij

SE,
£ exp iturt xt nolvas sneh grablen Y res
;ytng ta axternal dcbt. It bas to be paid by exporiing m
 than what is imported eor by runni dabts for the fut
- ~The former implies competi 1@& with war production ¢ aine
~ ‘tenance of ssssntial ‘supplies and services at home, creating

- another problem by impos a burden en‘y@eéustinn.fﬁi;eﬁgg;=
:;aebt'is evitable for anésréevule‘i;é '

and as sueh internal debts bring in only a omall nmsunb. Ir -

" victory can be achieved without resorting to external debts,
‘then they should not be incurred as they oreate a heavier
burﬂen to tho ensmunity ﬁhan 1nt¢rnal &ebtu.f«‘sv(. | s

‘ Hawing seen the prvhiems af war finanee - 1n lhart,
the rais!ae'af enough funde to finanes the enormous wartime
expenditures, inflatien, ros%rietaas the ocivilian demand for
resources in exrder that they be made availaule, as nned-
ed, for wg:égurpenea. capital ght and allaea%tng the
economio en of the war as eq&itably as possidle - the
n;x;n;t is %o oxaainn these maasures te aaat thﬁ preblens
[} C@e ;

e :vkdsa s:&th %h& !balth et Ea%iunn (eéitea hy
Gannan), Vbl.II. 3*395. | | | |

ic loans, the government has to censider the rstsh_5f 




f" wars emt "bs'm' mm ma k has
- reinforeed by measures of 8ivect nMe emml‘.
. government can take to itself, by fefence reog

mmte powers to requisitieon stoeks of goods and mm-gu, SR
to pay manufacturers en the basis of cost and a fair m\ﬁt,'

 to license dealers, to enforce prierities ef distribution =

and in other ways to eatablish control over. trade. Thousands

- of p&mﬁs that normally m mcetim s@m can partie:
: m Gy © ;;_,rmtmmc : .ﬂsmm an mau aa;n !m
JAbeur too has {0 be mobilised and 1t ean procesd

uahmnefmmaa.uxm
mimrmadhy

- ecenseription, direction of ‘iiabaur. |



imo, is %e i.m mwmdy %
‘alk of the funds required for war W af R

_ theory the whole cost of a war can be raised in
| 1% %hia i
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{ (s Phrpiidaatogd oy ol rees ;_&
oing without rteuatng the uﬁsrlr a! money im

,ga, ‘iaflation has other comsegquences one of which
‘47;¢§1aah“ﬂa=kat. It might p \ps have been expected
hat & ture en tnaun,iall was striotly restricted
, s&ies conty  and rationing, *'21 ﬂanlé have spent all
_more om things whiek are net . - gentrols uad
1f » - i ‘~,':;“ﬂsw;¢ uuts& 0 thc :@@

gk 'waéa N e o h
"”tatw,.r;ruiﬁarccn»ﬂaiah the suthor-
sase £‘£§ 11§1113 eu’_j;?tiea 15 .




 alsds eation, but the m level eansce m:ﬁ Tesi t N
tien, Wage ﬂﬁueﬁ 1 is therefore one of the ways t; ote. o
B2 SESLARLA 4 4% mast not be practised gxalusivaly.;
~incoms taxes snd ‘taxes of other kinds in wartime,

,,_55;?f¥1$5 tax snd sales tax, the excess momey in
supj +‘**w"*'5‘b:g:b::§$"' :ns:her al;;zna::vm is by -

i dnu«‘a‘mmﬂ \ye!“mﬁwmad hely tvee mﬁ “
L ¢ 6 dden @ e seai

Cjustiat and ¢ ,LLgatrntiva convineance., g?'

PLERL a f!*):tthtad hy tha gevaraagnt
e ‘ them. Rules can be yasstéy?;@a
zlisbi aaé Q strigt j R 4 nge

the 938 ilia aaaés are gaiata&naﬂ. sea%xglt ez
;g,gasa ;ahﬁnr enables the government to limit the

supplies  dnte eivilian use. So far as staple foaas,

;; »,uw,”;aad some other essential eivilian needs are com-~ -

osrned, demsnd cen be limited at source by rationing. Civil-
produstion ean be restricted by the withdrawal of portion

| he yrodustive resources at its disposal or other metheds

vuuak tﬂ,ta&nt&mn, rationing, prehibitions and 1inita$1en ef
wpliies. As a last rasett. naxw~ézraet asthaas ean ba
»_w 1han ateoaanrr ,

Qho gnastiqa e! coniul sustiao entars inﬁn tha seezo
-Qf !hr !15:&&9 sud many writers suggest that the rich shoul
“be taxzed mere than the poor and the latier ‘be given subsidies
" and allewsncea. This is mot to say that enly the rich has te
')a; ztr iha war but- ihst s suitable proportion of each man's
mings in the group take the form of deferred pay. In
publi ing, the riech becomes richer wi: tho
there iren the h@nanr&nﬂ loans while the poor -
: «‘Tff“wgﬁﬂmiaing funés pugh taxatien and the
"of pay is therefore a'bnt texr policy in the 1ight
able ecencmie burden. With the subsidies an&
an thus be sssured of the maintenance of
: dards ef life, With subsidies, & aiain
‘”“*vseﬂds ean ba mnde asailable at e




6 twe ﬁrl.é Em in 'Cttm Gmm;a
1eu1tg ~ga;sg tn 930&% nritaia, can:ds asﬁ thm En&t”,f',\;q

T Graatharitaiu ths eantnry since 1815 h#a seen o
‘nc;nsé‘r;itr and gn;urnasn% :paaﬂ;' on eﬂf@ﬁﬁﬁ tﬁraeé only

E | ‘ r 1nxa1vud tho eaxting ef living atanﬁarda
‘tea%hnrka;tat minisum and the rapid mobilisation of the

' ¢s in existence. She was thus faced with an entirely
position of which thgre uﬁs ‘no- exﬁsriaace af a
‘f_aii ta gai!c har 1@:@0::. N

| ?ﬁs gevarnmaat aéeptaa ﬁha uatheé at éirtat eentrel
‘t@;tﬁbﬁl&ﬁu resourcee whereby it toek possession of the goeds
and services which it needed, and allocated them to a system
of prierities based en its own estimate of its military needs.
Laws were )maaoé and eeat&olu were imposed to see that war
effert was not undermined | ‘eivilian's demand. Prading with
the enemy was prohidited; 80 prohibdited was the export of
certain articles of food ana warlike stores. Agriculture was
given an important position for the government realised that
‘4 the farmers were to fail in their war-time task, the
atantry eould escape starvation only at the cest et resirict-
its imports of raw materials or eur%siling its military
tv1t1¢0’ Government took possession of the. railways, took
: purehase tﬂd distrivution of sugar out of private hands.
‘liih?ﬁu""‘ ent to the Defance of the Realm Act, the
avuwaanuﬁ umu 3ivea the power te take over and use any
s orkshop. ?wr the supply of Bervice manpower,
‘Tf”‘ nt ary conseription; for maintaining a
'?‘”Vfﬁihrﬁan botu‘tni"a Services and industry, the ine-
"'ﬁiha‘ﬁhe Sohedule of Reserved eecu@atiens. ‘The rise in
caused a further extension of contrel. The high cost
¢ emused much éiceanteat anong tha,-urkero -and <o
strial ézsyaxac, ‘Government imposed restriection
4%e+strika athar gn@h anaaures. e

aay ether Eurapean

. Pgr eunt ef her war exyenéituraa
‘,_ r,vgn§3g 1nereaseé frem 211 Bill-



| Qf‘ﬁ 28 ind 'u‘eé. ; iaa fﬁ‘ g V-  i<
‘;¢;§§1/; aar eant ad vnleruu on aar:agg‘

£1ius, elooks and un$@h§sLsné sns aa1 : 7,‘

(the fmm "Bradburys'), borrowing
anks ﬁadrﬁy axternalfissas Barrawing

%0 1,988 million ;{

of %&a and ceins in the ﬁnited ]~‘”’ 8 mi.
n pounds in 1913 to 489 nillien pounds 1n.1913& Eiih the
N:,;,_lw;gm;wai supply of goods and the increase in the
4 of ~;yfcsmrising was inevitable. Attempts at
) ee,a&ntrul vurc«made but it was not effective in checking
the in 3 ,aitnstien, The cost of living. 1née: rase4ﬂ
;treu 1ta haus of 100 in . 1914 %o 278 1n 1918.;.r,, o

o ?h. aasta of the second Werld War in Creat Britain;~
were nﬁt y aaareaaed eutpnx, reénaad»eensasptien, ‘reduced
domestic eagiisl , ture and drawing on overseas eap-
ital {sale of sald and eapital assets abroad, borrewing ab-
road snd piling up. of sterling balances by empire cenntries).\
| aditures of the Pritish Government mounted -
pounds in 1938 teo 4,678 million 4in 1944, Thas
i ‘Pvt»i” 4ncreased taxatien (%o curtail civil-
ian domand and so eage resources for war use), which rose
frem 21 per eaat ‘ot natienal inscme in 1938 %o 3% er cant
n 1944, It has been said that in 1938, the individual
ens ‘7 pritain spent 76 per cent of their 1n¢omeu,
1n tazes and eaved the remaining 3 per cent.
t , ~154 er cent, pgid 27 pexr cent in
eh & Inaeﬁn tax ratav

yer eent.

, crﬁﬁ md Pﬁ'bliﬂ _...3:.4_91



7 “Q?ad, ﬁhs&a‘w&s‘a xtﬂaatiﬁn 1n allﬂnane o
there was & shary increage in indirect tsz:‘~ |

‘f9fn ont seauxitie;; Rﬁﬁe‘e i
R e v s mle
B el o Vances . ¢ debt Tose m
'“"?Fahééﬁ on ﬁsrah 1, 1939, to 23,744 millien on
. t one-quarter of government obligations
.“xf;t:!ﬁtcn,

.;, 97 sna‘bsak deposits -
at the end o 1938 to
; Eriac levnl rase;,

ess of tria iy alling
/;;nr,% gﬁbiis ysyahslegy F?aviaséfan enﬁstgadc
8. gi,:;_ieant yeﬁastiﬁna in the quantity or the
YRriony of & ':A;j'raxily, were sirenuously resisted
~ : nas - y ¢ impair health and the ability
”ta\sugkxsznfgréur te ensure that»swt~1iai%ed wupplies of
bour and materials Pemaining in the private sector were
used to the best advantage, production was permitted enly
under license, licences were granted for nething except
essential artieles made to approved specifications. Because
eiviii&aja;g&nat&en was cut two years earlier in the United
dom than in Canada and the United States, ths Uniteﬁ
;%,ﬁe zan am:n 1ts e%aeks sunh soener.- & ‘

| in!la%ian wms lesa 1n the aeaond thsn 1n tha first
?%xia wur. This oan be atiributed to the decline in the
roportien of tnﬁeaaﬂ epaa% and to the rigid price control
randzznk* ing. Savings of household increased from 7 per
eemx a@ 1aﬁam¢ 1n 4938 to 19 per cent in 1944, Poreign
b n i prsvantaé ‘eapital flight and conserved the
‘wséxygbfarbruign exchange te pay for the most -
gagy; mports. The high eost of living was made bearable
,wiﬁh aast a!fltviag aubsidiea, ratiening and price control,

5 m emm»m 9f the ﬁmt w@na Wer in Canada was
& £ b &nxﬂs recessien and of declining government
P het ing closely tied to the movement of im-

 svailable to the government to raise
wing and the issuing of fiduciary
oang o asquired from Brit:inf&ndtﬁheignizea
918 seial war taxes sppear or the firs
‘”r\f?intas pzofitg tax was intre&uced. In 1917

mg smi‘bh’ O1p§. ei‘k., F-?ﬁ?:

which was a smaller psraeataga  ,"



 °?§§§§§ t::ia: 3&&%13:;§ té

b Eha laaas aad 1;:293 sf fidnsiaxy natea l&d ta an
v ;H;;_, ‘money supply oreating an x};&;taensry a&%aate
s rapid inerease in meney supply wae primerily
or d &rf_ rise in wartime price levels. e
rs aon ted to the suscess of the caaaﬁian
in raising very large sums ¢ momey in the .
: furing World War I. They included the
1avvalas;efxcaaadian expurta. thoy decline in ivate
g ine hrough patrietic metives
e . by:tazlssiea and the censequent expan-
ofits. The rudimentary tax system in existence
ex ,55%;1 9€§8E7 of tax revenues st that time. The
ineq ¢ programme of war finance which ocoured in
 191 ~18 turt ﬁﬁltrtblt 4n a situation where the goeverm-.
| 'S ueutﬁsaa ahsarhaﬂ agt m@r% thmn 10 par amnt

Ehm aecanﬂ Ubrld !hx was imit~ 1y mat by-uaing thi
,:ubﬂinaaaaa wnused productive eapacity and of unempleyed
labowr. The need for reallocation of resources was accomp-
lished by the introduction of various messures and direct
: brol. «g,g dtrsatien of nmapuw&r and control and ration-
g of m “ go" ﬂ,iaa%‘ ‘adopted & policy of war
rfia:assfznmﬂmiak tha ‘;sa ebjective was yursaed to
8 bility; itieaal financial needs

gramme of berrowing from the public at the
B jﬂ,blt 133::!:% rates. Short-ierm bank barrewing
, 24 and verieus additional taxes were imposed. A
Porel snge Control Board was set up contrelling over
all fin:anialitxaassntians between Canada and other
eaﬁntriaa;zwha sale of War Savings Certificates and Stamps
»! t b@aring sertizieates was iatredused 1n

;_f~=1ga more. heawily on dirsct taxa%ien' War-
“4noreased rapidly with the intreduction of
8 ‘increases in +he rates of existing
the public was deme using ‘the instru-
'”*‘4_1 ,;war sggu_j[ Gertitieates

' 7  ‘$ ?f,’~" o



Stamps. latien p“Wfﬁ%%WMm, 
Sxel, !tgt’eantralwaaﬁ ratif, _4§a_ﬁ‘L 8

A 1t 10 inh erlé War I,
“‘ﬁ—ﬁﬂvgssunat met the aaxiro cests of the ;ax;uy,',‘
World War II it wes met not only by borrewing

~ but alse threugh taxatien (personal income tax, eergaration
“incenme ¢ excess profit tax) and ether revenues which

provided 44per cent of the greatly expanded cash require- o

men nflation was less in Werld War IT angigaaszés:atisga

By bé saiﬂ that %he !&ﬂle 5@@&& ¢3:a¥f,'gﬂ-
gjfiaanﬂing World War II was ﬁeﬁa&tru,"“»::~
) period, and the monetary-fiscal techniques

oz iaplssgaxiag ﬁhe g%a; —5zs-wszs ‘zrach bettar

med ¢ e Allies ~ fg«l, 193?. Tha aa%iensl éebt
sase“”"”fsh#nﬁ t billiaa dollars befere the war.to ever
26.5 billiem dollars in 1919. This financial ebligation was
met im part (abeut ege-%hirﬁ) by taxatien and 1n paxt (about
~ﬁwa~§h&rﬁs) by locnt. o

i th znaeaa tax, uhieh wns 1naressea in 1916 anﬂ
”"*W° ia 1917, duced about two-thirds of %a%al tax 1neeae.
The Act of 0@%@ 3, 1917, inmpesed an excess prafits tax,
and iaszaa:eé the" tsxea (or impesed new taxes) on liqagxs,‘
tobaseo ries and amusements. Loans were scquired by
neane o& f&vﬁ ‘bord issues - the Liberity Loans and the v1e~~,—
tory ILiberty Leaasa Ehe b@nﬁe were pnrchasaa hy an estio o

~ﬁp;5¢?ht shnrtageé ﬁf ge::urge:d;na the ggvernm&nt'a
1 credit policies le ste ee increases
‘11bsrnlgaf:§ uagpinflsticn. The cost of living rose during
‘1913 abauf“?§’ytr egnt aaé éurtng 1926 nsarly 119 per eent

! arﬁé,!ar‘li»ia tha ﬁmikaé statea wns finaanad
tion and extensive borrewing. As far as the ﬁﬁk*
7#%30@&@&? to war effort was eennarnaﬂ, eentrels
¢ ausands of planis that ne 1y made =
sipated in war pra&uﬁtion. Frem 19 Qw45,




atephageir nséa ‘
trikee in g&vnrn»

ars of which 88 per cent went te war yarpaaes. Ihe
al debt rese from 48.9 billion dollars in 1941 to
253n?“ 1llien in 1945. Taxation was imposed %o fight in-
flatien as well as to raise revenue, The category of indivi-
&uals* g income taxes was expanded to include all persons
8 ;éallaga or more in & year, and surtazes ranged

rffea. 88 per ocent, A meihod of withholding taxes from
aalariaa,and wages began in 1943. An excess profits tax was
levied en corporate ineome and heavier excise taxes were
adopted., Total receipts frem taxes in the period 1941-45
afgr%xinaﬁcd 138.5 billion dollars. From May 1941 to Janmu-

1946, vhe government sold securities amounting to

o7 billion dollars. It is estimated that private individ-
nall beught 53 billion dollars® worth of thie amnunt*while
bsaks snﬂ aergaratiens abserbed the rent.

wartias 1n£1atian exiated due te the huga gavurna

”-~vﬁ%7rinr%s, full amplayaﬁnt and increasing scarcity
3 civilian goods. However it was mei more effectively than
in.waraa War I. The Price Control Act (Januwary 1942) estab-
lighed tha office of Price Administrations with authority to
E prieas to control rents, and to impose p ties
on vielataro of tha war. Rationing wes introduced and by mid-
1945. 95 per cent of the nation's feedstuff was rationeé and
i ;priess and rents haé been established,

R iIn tarms ¢£ Bnoney costy, World War II was much more
@xpgnggvp;than its predecessor. "the costs were financed
— mgh taxation, extensive berrowing from the public and
anks and external loans. The resulting increased in

' ““””'t@gether with the shortage of civilian goods
sing inevitable, Inflation wss world wide but in
s much lesg 4in 4he second World War than during
. er &7W3r. Thie is because of the larger extent of
wale | 11&1%atians of purﬁhaaing by ratiening

thhg 6?: @itti p‘zsa‘ .

t for 1941-45 exceeded & total of 51*7 bill-



1 m wap. ?mﬂ m mmrtimte te“tha riac s.n priaea
m 'mt' em‘kries‘. rienced on.







,;5;5,_f~1¢a d&llnrﬁ ‘This was par%
?w¢1;;;,(3219 a&lliﬁn), feraign 1y

(heéﬁ ef “bceasr

pcrind unn
ft,;;'i_ ef hsstilities f?i o
and and isy@eve rubber raéaetien as vell
rtaaity to develop other lines of S
strisl productien se that the ‘economic
B4R ,ff[f<\ ] B clesely bound 4o the annusl
- % ~of rubber. Malayeia is
r'?kﬁffiﬁiﬁﬁﬁfﬂlﬁiﬁn and she imports an important
reguir "“’:‘M, m m«% itea bem riee.

& :a;:nanicitanxaanawhere th» sntbreak ef a war in
»1Inﬂﬁtat, one of the tasks of the Central Government is te
mobilise all the available rescurces te war effort. nalagsia
hnn no munition industry of her own and this has to be
impowted but wherever possible the existing plantsand
machinery shoulé be cenverted for war purposes. Labour can
bafinnrnnsoﬁ from the unemployed (7.6% of total male labour
Toree and 5.4% of tetal female labour force in 1964), wemen,
childven snd those retired; retirement age can be raised
‘ani 3!3&8: oan uu!k overtime; all those who are not working
heir capacity ean be ‘absorved. Iabour has to be trained
vided with equipments at high cost and war equipments
pe paid fer. The government has therefore
‘**ﬁaau te noat hsr hagc expendituros.

el An 4n "f‘ft !OVinn# scttar tnr tho gavernaant ef
layeia is the preceeds from the export of primary products.
1 )¢ taken to see that there is no decline in the
ports (both in the plantation sector as well
roldings or private sector) fer any decrease
lower revemuo becsuse of a fall in revenue
e, '“”lﬁlinﬂ 4n aaal aaﬂ eerfaratg -




high riclaing nateriala

;,_” increase yro&ugtion as
y te moet the challenge of

inaaaial asaistaaee fran tha

e_Sy 86,000 imilarly, the satates have xu~‘
3¢ 357,000 acres and extended thair holdings by 79,000
acren.’ The major export duties are these on rubbver, tin and
”M3 5$§§§?aﬁ?§,gﬂl&*ﬂé?%ﬁﬂﬁhﬁir respective prices and the

1Sage varies _for rubber, the rate of duty starts
eiﬁﬁ,,]"ﬁﬁ does not exveed 60 cents a

25% ad valorem if and when the

pounﬁ Total revemue fraa o
silliea éellsrs.-:;x,_ SR

o A% PP enly soan ef thesc ex@ert in@uatriew are
eed by @rsign capital, The sericusness of seeing that
,ftis& of these ;r«,sf% ‘productes are unmhindered is
, 3 er tal flight., In the event of a war
being ared, th fermatloa of new capital becemes nil or
4% 3eatu$3iov31; ‘these having interests in this eeuntry
j(bath t&ruf n and demestic) will transfer their capital
overseas for the chances of them being destroyed, confis-
cated or fall in value are great. This will definitely mean
the total eallu se ef the economy. As such steps must be
taken to prevea n‘gital flight and foreign exchange
contrel ha sot n@ o tﬂll uac ef tha fcraign exchange
anilsblo. PR

| rn ths suhuistunnc aeetar uhzr:’riz; fb::nizhe
lar l% and izportant part, steps mus en ocrease
1tas;20¢netiea suech as ﬁhe’inzgzasc emphasis on mechanisation
and new eolonisatien. It must be emphasised that it is the
amount of rice and net the numbar of rice growers that is
important, Previded that tLese¢ is mnoh higher output per man,
some drift away from the rice fields ought te be encouraged,
for it is probable that only so can high eutput per man be
achieved, The exoess labour can be utilised in other fields
t0 meet ﬁh@ war. At present, the production of padi is inc-
reasing as & result of the iargar availability of 1rrigation
sagplicc, the saceenctnl extension of double °r°§
@ ments with improved vnris;ie: of pad ugﬁ and hetgse of

‘“ITW*” urea ed thro cooperative

'”"g‘t§’;“§£:g§li$iaa’:¥ the "padi kuncha® system of .
ng by the supply of eredit through the cooperatives.
o availad 1&,'9{1}@@& supply at home means there is no

ge ~et i%n termination of food imports in war and the

gn exohs g0 fhrnaxly ﬂwgd to puxehane feea from cnt-‘




w ,.. "”ﬁi: ' “t:”“‘%&”hr”“if‘”“‘,
-lﬂ:ﬁ!ﬁos ﬂaﬂ unaaai

t cu u 1m u shmen; bt ubeniinia u Rl

- The ;p~*g,,;ngruennnt e! 196@ rvvi&qé !cr ﬁha &
rrensy )  make & Tidueiary issue af %o %00 aill-:
ellars - saeo millien to Malays, $60 millien to
ingapore and 34@ millien to the !erth Borneo tcrritwriaa.v‘
esorted to a8 a 1 rayy measure (during the

) tages of an over-issue of
IS am ~imowa, In ﬂsliva, during the Japanese oot
ation, %he ‘ever-issue of the " nans ourrunsy* led to se san
1nflat1an anﬁ bisak aurkctina SRR ; S

Ehc iux t«n 1a.!tlnat£a ia anll devrlepee in
r@lstiaa 4o countries in Asia but by Western standards,
their rates are 15!#&. Revenue can be inereased with higher
rates in ineome taxes and a reduotion in the exemption «
1imit, At yuvnant the highoat reonal rate of tax is 5G$. |

-of company at 40%; o single perscn receives z:rs -
- #! "ata Sabah snd Sarawak compared wi /sa 90@ 4in
pores and a married man $5,000 compar
nd Singapore. Income tax ascounts for evtr
rnment revenve. The FPinence Minister of
peech f@rat965 asyﬁ that "a top
ompany tex rate 61’40% are hy ﬁﬁ




’ 9 € . A8e hy SI?@ n&lliea,er
10i_‘ above ' ; at the end of 1963. fhe
commsroial ‘banke alse lcnt an sd tienal $48 millien to the
gevuraaunt largely in the form of Treasury Bills. A large
|  of Qhotr sssets are snwt:tel everseas and this can be
_Goverane: hz 4issuing ‘bonds and transwgy .
' Gavarnsaa t00 has 1ts own reserves |
It but ihairrltnit to finepee & war 19
obvisapa !ia Pac% 400 Savings Bank and the Empleyees
Provideat Pund are two aajor scurces of Government. rraw~
ing. Ehn ynhlic oan be enaeurnssd to save (or forced as a
‘resort) and their savings ean be mobilised to asaiat
mt spending, e.g. sale ‘¢ef War Bends, Defence 8%
“"“"‘{”.j-,,iha saet 0ffice has inoreased 1 a aha
r I8 “§$ yar aasun %his 7&&:. nu;uf,;

.ﬂmw,';éi-»:‘fv,~%j_\':7f, _gap

nds and the inoreased expeaﬁitures. Tha
aysian ecurrenecy (due to the -

;;o‘atability) uill ensure the |

at  of iatereat shenlé

pledged %o help her frem any outside
'jés“san’thara ara be axgeatca fraﬁ

; “""&Geh 1u‘ s




‘tm the seiting
atrol would see to it that %hnre f
“_ﬁxg%;g aﬁﬁilahle t@ %h@

As %ﬂ anitablo aistrihutian ef hﬁrﬂan. the methea
or ru&atns revenue by taxation 13 much better than by
borrowing., Only the rich has funds available to lend to the
Government and this !111 make them richer with the interests
paid. With taxatien en a graduated scale, all will share the
burden egually dut the peor aan be alish%ly ralieved by
:uh:i&ias anﬂ\alleuaneea.»‘- |

| 1a g::p:;g ths pxcscnt :gni::n;a&i;a by inggnﬁsia,
Halavn speri evelo er -
economy and the air a‘ ‘cenfidence and stability of her econeay
10.”»tioavoa Ey 4the increasing inflow of private foreisn
capital. It is obvicus that Malaysia, like any other Arrnw‘
Asian ecﬁntaiﬁa, cannot finance s war more so when the war
15 a lans drawn and huge one. Nevertheless, ss often, a war
is never welcemed a 8 hoped that Ealayaia will naver ‘be




& | En,at:sgziggzictw, thart 1: nn‘;:uzg thst !ar eredtcs
great val nsnatarz syetem (] ce level.,
It 1niunou not enly inflation but leads te loeﬁzziryeensen
uences. The main prodlems include the diversiea of reseur
Anag ﬁ;y;ﬁ, erty and the need for inereases in gvvarsﬂnnt

) V _;_f “,j§gj, war. The necessary production or 1:;#3%-
| : ‘equipment, the mobilisation of all available
,rageuxsegbta nact the war all need the help of the finaaaial
systen to “them about. The volume of govermment s pgné*
ing isAaasegiegi and proleonged wer %ha; erastea a&f:iﬁﬁzt
prehlanﬂ at yahl&e fiasaau.r<rv;:A

Ag the | -s,%atiaa im@eseé on
Ipul ruqair:h' anount i?nt ::a b:age
"ﬁ”, & an expansion to
,au%pat snﬁ haura ef euyleynant leading on to some mometary
ion. Whether thio is desirable or not depends on the
authority comcerned, t 4% 1s true that menetary exyaanian
is needa (1n faot tnblo) in a war. For example the
workers empleyed from the uas:gloyod, wonmen ané children
have to be & zcr; to make them work overtime, monetary
rcunrta s’ jven. As has been noted already, the increase
% ther with ether econemic eialocations
with the ou of war result in price inflatien. Next to
the chief objective ot ﬂinaing tha ‘war is tharoforo tc avnid
Mh ﬂ Mﬁm‘ SR

@ae ef tht uugt ta yrvv«at 1n£1ation i: te :veid

the ezsaaaita of meney supply in the country. The mest cemmen

method 48 to intreduce a prompt and drastic programme of
taxation. Taxation has the advantages of reducing the supply
of meney in ths public available for spending and provid
part of the funds ef the government te finance a war. The
public, ,k,ﬁw“ opaganda, csan be voluntarily persuaded to
save part ot'thtg:a'weenm and invest it in government bends.
If this is net forthcoming, a scheme of compulsory savings

‘can be imposed e.g. the Provident Pund in Malaya. With
ratiening, people can purchase goeds only up to the amount
allotted to themp this means the remainder af'thair income

g thus incressing the amount of navinga

- stressed however that such rationing

‘*w“g*ga controls or it wuulé lead to higher
vthn lownr 1noeﬂ§ groups. Prudusers' gaeds

is awn&lnblo for savir




eanralso,be rntiened to preveant any waata on nan-war effort."'
OrT OV ;; by thu nublic from banks can be aiseauruged |
ng interest rates at a high level or ‘governmen bi ean
- of bank a&vanmea. ‘Whersver p@ssible |
the @nxpnt of gneda mst be expanded as one of the ways to
meet the increase in the supply of money. Other methods in-

clude wage contrel and the wark t g
bonds 1nstaud ez cash. b: paying sr’ par ly 'iih i

T!a raagona aaﬁg 1t aoceseary*fer rationing and
prien oentrala ai~“,  wars. The first one is the. scarcity of
commodities. Wars naturally involve the destruction of goods
making them scarce; the high demands of the military sector
lead to a reduction in the goode available to the civilian
sector. The great increase in money supply results in inc-
reasing prices for those goods, leading to a price inflation
which is the second remaon that makes it necessary for the
introduetien of price controls and rationing. Price controls
cannot obtain their objective without coordination and the
help of other measures., It will help however if there exists
a general public acoeptance of controls as a war neceasity.
The importance of price controls reveals itself in the post-

war period wharc jzthant 1%3 maintqnaace, a serioun i ation
oftan rsﬁulta. KM S SRAL R

A% prnaunt a eunntry at wur oan hardly restrict it
within 1tn own frontier from becoming an international affair.
One can imagine the éevastating state of affair and possibly
the total snnihilation of mankind should another World War
develop. The setting up of the United Nations Organisation
has B0 far succeeded in preventing another World War from
materialising and various other peaceful organisations have
been developed aiming at the preservation of peace., The
importance of having some knowledge of War Finance must not
be underestimated. Should a war happen, then with a good
knowledge of financing the war, the obstacle can be met with-
out much economic dislocations that eould tepple the country
even after victory. |

wg
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