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        The foreign correspondent 
 His activity in Hungary in the late twenties and early thirties – as far as I 

know – has been  mentioned but not documented in a detailed way by all 
his  biographers:  Professors  A. Thirwall (1987), F. Targetti (1992), M. 
Turner (1993) and J. King (2008).  

 They  paraphrase or quote Káldor’s  recollection  of his experience as an 
accredited  foreign correspondent  when he studied at Berlin University 
(1925-27): „I actively was involved in journalism. I was 18 ; I became an 
accredited foreign correspondent for a Hungarian journal and so was 
able to go anywhere and to be invited everywhere, usually in situations 
that would not accessible to first-year students. Every Friday afternoon  
the Foreign Minister, who at that time was Gustav Streseman, invited all 
accredited foreign journalists to tea with him at the Ministry. I talked to 
politicians of all parties and conducted a lot of interviews, but I didn’t do 
a lot of studying.” 

 „[H]e worked as a stringer for  the Budapest press (Magyar Hírlap, Pester 
Lloyd), a practice he continued for a while after his move to London 
writing also for the London General Press which syndicated his articles 
in several countries.”  He interviewed well-known literary figures, 
including such famous characters as G.K. Chesterton, Sir Arthur Conan 
Doyle, J. Galsworthy, H. G. Wells etc.  
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Kaldor’s first professional publications  

 „Kaldor’s own professional publications began in 1932 
with a 12-page article on the Austrian economic crisis 
that Keynes had rejected for the Economic Journal but 
Kaldor managed to place in the Harvard Business 
Review. 

 

 In later life Kaldor read little and rarely reviewed 
books, but in the 1930s he was a very active reviewer, in 
particular for the LSE home journal, Economica.” 

 John E. King (2007/9) 
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Contrast between theoretical economists and  
growing state intervention  

 THIRTY years ago, the most distinguished academic repre- 
sentatives of economics – on the Continent of Europe at 
any rate – were, in the majority of cases, in favour of some 
form of State Socialism. Today they are predominantly 
liberal: in the classical sense of the word.  

 On the other hand, thirty years ago Europe was still in the 
age of laissez-faire capitalism. Since then we have 
witnessed a tremendous extension in the scope of State 
interference – legislative regulation in the sphere of prices, 
production and distribution – and a similar growth of 
monopolised, or virtually monopolised industries. 

                                                                          N. Kaldor (1932) 
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            The Hungarian equivalent of  
                The Economic Journal 
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The international currency policy and the price level 
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„Some predictions of the Report were 
realized before it came out of press” 
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The financial crisis of 1931 – D. Williams 
 The British economic and financial situation continued to 

deteriorate in the early summer of 1931 and the sterling 
exchanges sharply depreciated on 15 July 1931.  

 The Bank of England had been battling reserve losses ever 
since the return to gold in 1925.  

 The economic deterioration received exaggerated emphasis by 
the publication of the Macmillan Report which estimated the 
short-fall between London's short-term foreign assets and its 
liabilities. The May Report similarly exaggerated the size of 
the internal budget deficit.  

 There was a change of government in August 1931 with a 
consequent 'tough' budget in September 1931. The budget 
imposed wage cuts in the public sector which induced a 
'mutiny' in the Navy and caused a further deterioration of 
confidence.  The outflow of funds could not be staunched and 
sterling was effectively devalued on 21 September 1931. 
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                 Káldor’s review 
 He praised the Report  offering an excellent  description of the 

English monetary system and suggesting banking reforms 
adapting the system to changing conditions. For readers outside 
Britain however,  the most interesting parts of the Report are 
devoted to the international monetary system.  

 Káldor formulated the main question:  what was the role of this 
system causing the world crisis and if the crisis had non-
monetary  causes, what kind of  international monetary actions 
could have helped to prevent the crisis or to mitigate the effects 
of it.  

 Accepting the Report’s  argument, Káldor contrasts  the pre-war 
gold standard,  which worked more or less automatically, 
stabilizing the price levels and the balance of payments with the 
system after the war (the manipulated gold standard), which 
targeted the local price stability . Since the central banks tried to 
counterbalance the changes in their gold reserves with credit 
expansion/contraction etc., the original task of gold  standard 
sytem: the simultaneous stabilization of exchange rates and the 
equilibrium of balance of payments became impossible.   

 „The  raison d’étre of gold standard system is questioned.”  
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 Besides the central banks’ policy there was an other cause, 
leading to disturbances: the rigidity of prices and incomes.  
Since the war the influence of cartels, trade unions etc. on 
prices and wages have considerably increased  and this 
factor seriously limited the impact of banking policy on 
prices.   

 In the following pages Káldor shortly recapitulated some 
events of the late twenties (how the FRS and the Banque de 
France reacted to an increase of gold inflow) and supports 
the recommendations  of the Committee: closer 
cooperation of central banks,  specification of the rules of 
the game, extension of open-market operation,  and 
establishing an international investment corporation to 
help and organize investment activity.   

 „We can hope that the recommendations of the Macmillan 
Committee will be internationally appreciated and 
supported.”  
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„The Macmillan Committee is very superficial and 
reticent” 

 In the final part of the article his tone changed: Káldor’s 
concluding remarks were strongly critical of the Macmillan 
Report. The Committee failed to answer the most important 
and controversial  question:   

 Whether the world-wide fall  of  prices  is an outcome of 
monetary or non-monetary factors and  could have been 
solved by the international monetary system.  

 Their answer was: „we hesitate to express a dogmatic opinion 
on this matter”.   

 Káldor did not hesitate to name the culprit: „The cause of the 
fall of prices is to be found in the improper allocation of  
factors of production”.  Increasing the amount of money and 
credit would  change the relative prices and as a consequence 
would lead to disproportions in production.” 
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         An impossible duality  
 The necessary condition of improvement in the world economy is 

not  the increase of general price level but the change of relative 
prices.  The latter cannot be attained by  the tools of monetary 
policy as some theoreticians think. The Macmillan Committee 
mistakenly believed  that the international monetary policy 
„should increase the power to exercise deliberate control over the 
price level” (210 §).  

 The proper way to restore the equilibrium of relative prices is to 
liberate the natural movement of prices from the disturbing 
effects of monetary  policy  that is to keep the amount of 
international money and credit supply  roughly  stable.  The 
Committee failed to  realize that in a growing economy the 
stabilization of  the international price level and evading  of 
fluctuations of boom and bust are contradictory goals,  excluding 
each other just like the stability of local price level and the 
equilibrium of balance of payments.  
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„I regret to find in disagreement 
with  most of the  conclusions” 

 Lord Bradbury was the single dissenting 
member of the Committee who did not 
sign the report.  

 In his opinion the main causes  of Great 
Britain’s economic ills were the burden 
of unproductive debt, excessive 
expenditure of  the State and local 
governments,  high costs of „sheltered 
and protected industries”, attempts of all 
social classes to maintain „a standard of 
living higher” than is justified by 
economic conditions.   

 He concluded: the causes impeding the 
development of trade and industry and 
leading to high unemployment „are 
outside  the domain of banking,  finance 
and credit” therefore  any proposed 
reform within this area (the scope of the 
Committee’s term of reference) „can, at 
best, merely touch the fringe of the real 
problems”. 
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Past wisdom, present ignorance 

 It is quite regrettable that among the members of the 
Committee only the „old-fashioned”  Lord Bradbury, 
the single dissenting  voice  was clear about this issue, 
deducing his argument from fundamental economic 
laws.  

 Comparing the Macmillan Report with the Bullion 
Report of 1811, Káldor appears as a true anti-Whig 
historian of economic thought: „the authors of the 
Bullion Report displayed a much deeper 
understanding of these fundamental laws”. 

 

 

 Conference on Nicholas Kaldor's legacy  



The evaluation of Macmillan Report in The Economic Journal:  

      We live in a new world with new problems  

 But the right thing to say about this 
Report is that it dispels delusions about 
easy remedies, that its long-run 
programme is a great public service, and 
that, above all, it is the first financial 
document that looks forwards instead of 
backwards.  

 Up to now, to tinker with the old order, 
adjust its temporary dislocations, and 
close the old ranks in the old way has 
been the accepted approach to our 
problems.  

 This Report shows that the world we are 
to live in is a new one, with new 
problems, and a technique to be worked 
out. It offers some fine broad 
approximations to that technique, but 
bids us above all to be vigilant, 
experimental and courageous, because 
we shall meet the new and strange at 
every turn.                                                                                                    

                                            J. Stamp  (1931) 
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            Káldor before Kaldor: 
      self-portrait of a young economist 
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  To sum up:  the first piece of his professional oeuvre 
was written and published in Hungarian.  

 The article was written on a Report to the British 
Parliament by British authors, devoted mainly to the 
problems of the United Kingdom, the country which 
soon became his chosen homeland.                       

                                        Thank you. 
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