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PRICES AND CREDIT

An address by The Eanourable Douglas Abbott, -
Iiinister of Finance, at the Semi-Annual Meeting
of the Acadeny of Political Science, New York
City, April 1, 1948,

When I accepted the kind invitation of your President
to speak to you on this subject of Prices ang Credit, I
pssumed that what you would expect me to do would be not to
ptterpt any econonmic dissertation on the controversial causal
relationship between credit and prices but rather to give you

some 0of the facts and the lessons of Canadian experience in
tris fieldo . - :

Problems connected with the practical aspects of
price control and price decontrol and the adaptation of
fiscal and nonetary policies to the -changing economic situa-
fion have occupiled a very large proportion of ny waking hours
furing the last two or three yearse Nevertheless, I an a
layman and I have no desire to split hairs with the econonmists
in a £ield of doctrine concerning which, as one of them has
pald, not rore than a half dozen economists are able to argue -
ith any real oomprehension of what they are talking about!
fherefore, I shall not take sidegs in the controversy as to
hether it is expansion in the supply of money or eredit® that
Erives up prices or whether it is rising prices that force
xpansion in the supply of noney or credit. I-suspect that

it certain times the primary impulse comes from the mnoney

ide and at other times from the goods side but I am confident
hat whichever cones first, a point is reached where each

leeds upon the othera That, it seems to me, is what is
mportant from the practical point of view of those of us who
re concerned with policies and remedies., _

The most conspicuous econonic fact of the last two
[sars has been the upwarad spiralling of prices all over the
jorlde It is not a local problen. It is not confined to any
¢ country or to any group or class of countries. It is a
orld-wide phenormcnon. It appears to be the inevitable sequel
0 the physical cecstruction, the disruptions of production and
fade, and tho enormous credit expansion caused by war, for, as
ight follows day, this type of phenomenon has follcwed each of
B¢ four major wars of the last century and a half, Thirty
onths after the cnd of World War II, the world from the price
olnt of view stands very nmuch where it stood a short tine

ifter the Napoleonic Wars, after the U.S, Civil War and after
orld War I, '
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A e in Canada have not been able wholly to escape the
pects of this world-wice epidertie, althousgh our econony was
touched by the physical ravages of the war, we succeceded in
’fCI‘easing our production of roods cnormously, and we vigourous-
¥ Pursued bold anti-inflationary policies. In the first war
m%Gt, delivered on Scptember 12, 1939, the day after Canada

In thig pupe‘r I shall use these two terms interchangeably.,
S ——




