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PREFACE

THE purpose of this book is to investigate in the light of
modern economic science the fundamental problems
involved in the organization of human productive activity
for the satisfaction of human needs in a society based upon
the twin postulates of economic freedom (both for the workerr
and for the consumer) and economic equality. Durmg the
investigation, fundamental issues regardmg the price. system
are raised. The significance of the pricing process for a
socialist community is dealt with, and the interrelations of
pricing and planning are discussed. The author believesr
both in the sngmﬁcance for a socialist community of the indi-
cations of the pricing process based upon free individual
choice of occupation and consumption, and in the practica-
bility of its adoption by such a community. Thus, while
developing his own theme, he joing issue with three different
schools of thought, First, with the scientific or technocratic
exponents of an ‘Age of Plenty’, accordmg to whom the
problem of scarcity, and hence of pricing, will not exist in a
rationally planned society. Second, with those socialists who
deny, wholly or in part, the relevance of the categories of
rcnt and interest in a sociplist community. Third, with those
economists who assert that _socialism is an 1mp0ss1b1e idea] !
because under socialism all rational economic Talculation
would be impossible.

While the author’s original purpose in this book was to
make a contribution to pure economic theory, he found
himself, in developing this theme, more and more ob-
liged to take into account the purposes of economic C activity
and to consider the significance of such Institutional
devices as planning and the market in the light of these
purposes. Hence he was led toEeép constantly in mind the



vi PREFACE

interrelations of economic factors with wider social (sometimes
called political) factors: thus such fundamental concepts as
welfare, freedom, and egllahty are here discussed, not only
m‘ﬁlelr economic aspects but in their more general social
aspects. It is inevitable that the author should have pro-
ceeded upon certain assumptions regarding social ends. It
may therefore be made explicit at the outset that the- present
work is based upon the liberal and democratic assumption
that the ultimate purpose of social and collective action is
the enlargement of opportunity for the development of -
individual personality as far as this is compatible with the
equal opportunity of all other individuals.

) This book, like all products of human labour, whether
naterial or intellectual, is the result of a social and not an
individua} process. Thus its author is deeply indebted for
encouragement and inspiration to a great multitude of
conscious and unconscious collaborators. Those who have
helped him by their writings are mentioned in the biblio-
graphy. Those who have helped him by talk and discussion
are so numerous that he cannot mention them all by name.
He would like, however, to acknowledge the contributions of
members of the Grangetown Advanced Tutorial Class
(W.E.A.) in Economics of 1935-6. A special word of grati-
tude is due to J. D. Bernal and Lancelot Hogben for their
endeavours to widen the author’s intellectual horizon
beyond the narrow perspectives of academic economics.

H.D.D.
25 August, 1939.
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parative, 173-8; concept of, 65~
6; divergence between social and .
individual, 5, 108-9; equated to
price, 72, 73, 9, 112; mean, 152,
154; measurement of, 26, 28-9,
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Equality of opportunity, 133, 137,
229; and socialism, 10,

Equality of sexes, 1 38—9, 143, 144,
145-7.

Equilibrium, 73, 153-4, 174, 226,
229; multiple posmons of, 210,
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transition, 235-6;.under social-
ism, 231~7; and money, 190 1.;
and planning, 226-31.
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Frozen credits, 181.

Full-value money, 192.

Fund, social, see Social Fund.

Future consumption and - present
consumption, see Saving,

Future values, discount on, 79.

Gambling, 191.

General price-level, see Price-level,
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of land, 205, 210-13.
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ing, 127; in efficiency of labour,
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of interest, 92-3 ; inwages, 127-9.

Goods, consumption, see Consump-
tion goods; dissimilar, compari-
son by means of price, 115-17;
foreign trade in, 173-8; free,
§7-9; intermediate, see Capital,
Production goods, and Saving;
production, seeProduction goods.

Goods-value of money, 197-8, 202,

Gold standard, alternatives to,
179-80.

Great Britain, and communal con.
sumption, 58; and income from
overseas, 183-4, 187 n.; concilia-
tion boards, 126; expanding capi-
talism, 145 . ; housing, 89; mono-
poly, 230; stock-exchange boom,
229; transport, 156, 159, 162, 164.

Guarantees of liberty, 237.

Guilds, national, 30.
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Harbours and docks, 164.

Health, public, 32, 34, 47, 53, 221.

Hire- purchase, see  Instalment
selling.

Hoarding, see Saving; individual,

Hours of work, 139 (see also
Leisure) ; regional variation, 12¢.

Imperialism, economic, 4, 20; and
war, 185-6.

Imputed value, 26 204; of labour,
123, 126.

Incentives, non-pecuniary, 122-3;
pecuniary, 123-4; and socialism,
11-12. )

Income, distribution’of, see Distri-
bution of income; from overseas

_ investments, 183-4, 187; from
ownership of means of produc-
tion, 231; from property, exo-
genous and endogenous, 184;
from property tends to in-
equality, 7; National, see National
income; real, stable, 197-9.

Indeterminacy of market indica-
tions, 210, 220, 223—4.

Index-numbers of prices, 116, 197;
of production, 116-17, 197; of
wages, 197.

India, 128, 144.

Indmdual consumption, 32-5, 60~
4' 204, 205-7; cost, 108-9;
rights, 235, 236; saving, 83 7.,
193, 208, 239 1.

Industrial self-govemment 1.

Industries, declining, 19, 85-7,131.

Inequality of income, cumulative,
#; inevitable under caplta]xsm,
4-8; reduced by social services,
134, 137; distorts market indica-
tions, 4, 50, 205, 233; due to
educational monopoly, 8, 133;
due to property incomes, 6-8,

1323,
Instalment selling, 89-90, 91.
Institutional Revenue, 22.
Interest, 75, 78-93, 101, 167;

accrues to Social Fund, ¢8, 135-

6; as discount in future values,

79-80; as regulator of capital-

structure, 79; equivalent to
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92-3; private appropriation of,
5-8, 98, 167; temporal variations
in, g1-2; under socialism, 207;
zero rate of, 85; and costing, 8o,
" 81; and human Iife, 84 and
rationing of capital, 8o, 81; and
technical progress, 79, 84.
International capital movements,
advantages of, 181-2, 187; dis-
advantagesof, 182-3, 187; less in-
centive to, under socialism, 182.
International conflict and class
contlict, 185-6, 237.
Intervention, 3, 15-16, 1820, 20.
Intimidation, 233.
Investment Board, 85.

Jews, 144.
Job-analysis, 125.

Labour, allocation of, betweenoccu-
pations, 2,27, 100-1, 118-49, 198;
as element in cost, 65-6; changes
in 8 demand for, 129-32; com-
pulsory, 12-10; marginal product
of, see Labour, value of ; methods
of allocatingbetweenoccupations,
120~4; Ministry of, 127; organ-
ized, see Trade unionism; regional
variations in efhiciency of, 127-
9; skilled, expressed as simple
labour, 68; sweated, §; transfer-
ence of, 87, 129-31, 174; value
of, 99-101, 118, 123, 125; and
wages, 100-1, 113, 118, 123-32.

Labour Code, 235.

Labour-cost, 67-71.

Labour theory of value, 43, 67-71,
13,

Labour-value of money, 197-8, 203.

Laisser-faire, 142, 176.

Land, 65-6, 75-8, 99, 101; pncmg
of, 99; nrbnmry clements in
pricing of, 205, 210-13; private
owm-nhxp of, §-6, 167; and
population, 540-1.

Lewsure, 2, 34, 126, 129, 131-2,
205, 208-10; arbitrary decision
involved in, 205, 208-10; and
techmical progress, 208
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Liberty, see Freedom.

Licences for agricultural produc-
tion, 170-1.

Life, duration of human, and rate
of interest, 84,

L.G.0.C, 94.

Load-factor, 153.

Local taxation, 59, 158.

London, 181,

L.P.TB, 19.

Luxuries, 57 n.

L}

Machinery, and bonus wages, 125;

- and demand for labour, 131; and
production, 1, 65, 79.

Macmillan Report, 229 n.

Manager, socialist, not a genuine
entrepreneur, 214-16; remunera-~
tion of, 218-19.

Margin, unspent, 193 #., 195,

Marginal cost, 105-8, 136 ., 151~
3; equalization fund, 108.

Marginal product, 73, 78, 8o, 100;
social and individual (private),
108-9; equated to price, 73; of
labour, 100-1, 123, 125.

Marginal utility, 54-5; of resources’
in individual and communal con-
sumption, 54-5, 206.

Market for consumption goods, 44,
48-51; fails to express some
preferences, §3-4; indications
indeterminate, 220, 223-4; ob-
jections to, 4-5, 50-1, 205, 233}
reflects inequalities of income, 4,
50, 205, 233.

Marketing boards, 135.

Marshall’s Principles of Economics,

233.

Marx's Capital, 236.

Mean cost, 152, 154.

Means of production, private
ownership of, §-6, 231; public
ownership of, 9-11; unified
ownership of, 16-17

Measurement md publicity, 229.

Mercantihism, 4.

Mickey Mouse, mechanical, ¢6.

Magntion, 128, 149; and war, 1Ry~

Mil'uge tax (road transport), 163.
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Minorities, rights of, 236.
Monetary citculation, 192-6.

“Monetary control, 199-203; and

consurmer’s expenditure, 200-3;
and factor prices, 199-200.

Monetary policy, 197-9.

Money, 49, 189-92; book-entry,
190-2; goods value of* 197-8,
202 labour value of, 197-8,203;
objections to, 191; token- or
full-value, 192; velocity of circu-
lation of,-193 n.; and freedom,
190 n.; and prices, 189-203.

Monopoly, 4, 15, 177, 205, 230,
233; bilateral, in foreign trade,
177;discriminating, 150-3 ; state,
of foreign trade, 177-8; and pub-
lic utilities, 150,

Moral suasion and labout, 121.

Motherhood as a career, 138, 146—7.

Mothers’ allowances, 133, 138, 146.

Motion-study, 125.

. National guilds, 0.
National Health Insurance, 52.
National income, circulation of,
136, 193, 238; note on, 238, 240;
and population, 139~42.
National Socialism, 6.
Nationalization, see Collectivism,
" Public ownership, and Socialism;
of banks, 23-4.
. Nationalism, economic, and war,
185-6,

Natural materials, se¢ Land; re-r

sources, see Land.

Need, distribution according to,
10, 11, 118, 119-20, 135, 137;
estimation of, 43-51.

Needs, 1-3, 65 (see also Demand);
social, 31-43; and wants, 31-2.

Nepotism, 132.

Net advantages of occupation, 127.

New Deal, 230. .

New Guinea, 164.

New York, 181.

New Zealand, 29, 89, 159, 164, 169,
71

Orcupations, allocation of labour
between, see Labour, allocation
of, between occupations; blind-
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alley, 233; free choice of, 27,
. 100-1, 113-14, 120, 123~4, 232~
3; free choice of, for women,
138; net advantages of, 127.
Old-age pensions, 135. -
One-man business, 166,
Opportunity, equality of, 10, 133,
137, 229,
Optimum population, 141,
Orders of economic chivalry, 123.
Organization, economic, 3o, 219,
Organized labour, see Trade
unionism,
Overhead costs of civilization, 140.
Over-population, danger of, 11, 12,
142, 149. .
Overseas  investments,
from, 1834, 187.
Overtime, 126.

income

Panama Canal, 165.
Parenthood, encouragement of,

1457

Period of production, 789

Personal service, 412, 167, 168.

Piece-rates, 125, 126."

Planned capitalism, 1724 ; leads to
fascism, 22, 23; and distribution,
21-2; and entrepreneur function,
20,

Planned employment, 131.

Planning, 14-24, 21g-25; a means,
not an end, 227; general
notion of, 14-16; geographical,
and pricing of land, 205, 210~13;
of agriculture, 169~72; town-,
212, 217; and emergencies, 220,
225; and fluctuations, 220, 224~
5; and freedom, 226-31; and
general directives, 220-3; and
lack of market indications, 220,
223-4; and pricing, complemen-
tary not antagonistic, 220} and
socialism, g~11, 16-18; and tech-
nical progress, 229.

Plenty, age of, 25-6, 40-3. .

Political freedom and economic
freedom, 235; impossible under
capitalism, 233-4.

Political institutions, free, 133.

Politics and economics, 23.
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Population, 139-49; dynamic as-
pects of, 141-2; optimum, 141;
and capital, 140-1; and land,
140;and national income, 139-42.

Population problem, qualitative,
142, 147-9; quantitative, 142-7;
and socialism, 11~12, 142-9.

Post Office, 12.

Power, 153, 154, 155, 2234,

Preferences,  consumers’,  see
Demand, estimation of ; workers',
see Occupation, free choice of
and Labour, allocation of, be-
tween occupations.

Preferences that cannot be ex-
pressed on the market, §3—4.

Premium-bonus wages, 125,

Present and future consumption,
see Capital and Saving.

Price as means of comparing
dissimilar goods, r15-17; as
measure of cost, 72~ ; control in
sgriculture, 169—70; discrimina-
tion, 150-3, 155; equated to
cost, 72-3, 99, 112; equated
to marginal product, 73; and
scarcity, 37; see also Value.

Price-formation, statistical methods
in, 63-4, 104-5.

Price-level, control of, 199-203;
general, 49, 196-203; measure-
ment of, 196—7; stable, 197-9.

Przce policy of public utilities, 150~

5.

Price-system, arbitrary elements
in, 205-13; 15 & form of econo-
mic co-ordination, 3-§, 204-5;
sutomatic operations of, 222-3;
repulates demand, 28, 48-51,
1dy; under capitalism, 4-5, 28.

Prices, fixed, 62, 198; general index
numbers of, 116, 197; end
money, 189-201.

Pricing, impossibility of, under
socualism, 11, 109-18, 214; inde=
pendent of private ownership,
112, 115; of consumption goods,
44, 48-51, 60—4; of factors of
production, 28, 73-5, 98-101;
of labour, 99-101; of land, 99,
101; of production goods, 98-
1

109; ugder socialism, 24, 269,
98-103, 111-15, 204; and plane
ning, complementary not antago-
nistic, 220.

Private appropriation of rent,
interest, and profit, 5-8, 98, 167,

Private enterprise, average cost in,
167; under socialism, jo, 166-
72, 189-91, 233; and foreign
trade, 177-8, 179.

Private ownership, not essential to
pricing process, 112, 115; of
capital, 167; of credit, 6; of land,
5-0, 167; of means of produc-
tion, §~6, 231.

Product, marginal, see Marginal
product.

Production, factors of, see Factors
of production and Production
goods; index numbers of, 116-
17; period of, 78-9; standardi-
zation of, 25, 37-8; and techno-
logy, 140.

Production goods, 65-117 (see also
Capital and Saving); pricing of,
98-109.

Production, means of, se¢ Means of
production.

Productivity, changes in, 195, 202-
3, 208; increased, 1-3, 25, 37-8,
41,84, 195, 197-8.

Profit, 167; accrues to Social Fund,
98, 135-6; private appropria-
tion of, 5-8, 98, 167.

Progress, see Technical progress.

Property, private, see Private
ownership; and inequality, 6-8,
132-3; income from, exogenous
and endogenous, 184.

Protection, see Tariffs.

Public enterprise, 12.

Public finance, 47, 59, 206.

Public health, sez Health, public.

Public opinion, control over, under
capitalism, 233.

Public ownership and socialism,
8, o-11, 16-17.

Public uulities, 107 8., 223-4 ; cogn-
petitive, 154; COSts in, 150-4;
economic | ianties of, 150-1;
pnce policy of, 150-65; and

Ll
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monopoly, 150; and, two-part
s tarif, 155, 156-7.
Public works, §7.
Publicity, see Advertisement,
Publicity of data under socialism,

9, 17.
Purchasing-power parity, 178-8o.

Qualifications
121-2.

Questionnaires, 45.

Quotas, agricultural, 171-2; trans-
ferable, 171; in forelgn trade, 15.

for = occupations,

Railway, siting of, 80-1, 210-11.
Rate-boss, 125.

Rationalization, 10, 15.

Rationing, 44-5, 49, 121, 221.
Recreation, 32, 39-40, 221.
Regional variations in wages, 127-

9.

Reichsbahn, 159. °

Rent, 65, 75-8, 167; accrues to
Social Fund, 98, 135-6; control
in agncu]tu:e, 170; of ability,
133-5, 137; private appropria-
tion of, 5-8, 98, 167.

Representative mstitutions, 44, 46—
7 48, s6.

Resources, 1-3 (see also Factors of
production); allocation of to
different uses, 204; consumer’s
proportion held as money, 193 n.

Retum to factor of production, see
Marginal product.

Returns, diminishing and increas-
ing, 105-7, 140,

" Revolution, 184, 233.

Risk, insurable and uninsurable,
93 ; see also Uncertainty.

Roman Catholics, 144.

Rubber, 230.

Rule of Law, 235-7.

Salesmanship, see Advertisement.‘

Saving (see also Capital), 1, 74,
7885, 136, 238-40; arbitrary de-
cisions involved in, 84, 203, 206~
2; collective, 82-5, 118, 136,
207, 238-40; individual, 83 .,
193, 208, 239 .

Savings, control of, 201-2.

INDEX OF SUBJECTS

Scandinavia, 169.

Scarcity, 1-2; abolition of, 25-6,
35-43; and cost, 65-6,72-3; and
price, 37, 113-14.

Science and Health, 236.

Scientific management, 15, 125.

Scientific research, 4o, 109.

Seasonal goods, 61.

Secrecy under capitalism, ¢, 19,
109, 205.

Security of livelihood, 233.

Self-government, mdustnal 11,

Skill and wages, 127.

Skilled labour, 68,

Smoke-pollution, 5.

Social and individual values, diver-
gence between, so-1.

Social cost, 108-9.

Social Dividend, 137, 168, 189,
201, 203, 238—40.

Social Fund, 85, 98, 103, 108, 135~
9, 201-3, 238-40; recipient of
rent, interest and profit, 98,
135-6.

Social life, experiment in ways of,

54.

Social nature of economic rela.
tions, 21,

Social services, 35 1., 47, 51-bo,
168, 2213 limits to, under capi-
tahsm, 55-7; reduce inequality,
134, 137

Socialism, criticisms of, 11-17;
definition of, ¢-11; general
notion of, §-8; impossibility of
pricing under, 13, 109-15, 214}
libertarian, 26, 27-9; National,
6; unplanned, 16~17; and eco-
nomic calculation, 109~15; and

_ entrepreneur function, 13, 213~
19; and equality, 8, g-11; and
fomily life, 138-9, 145-7; and
feminism, 138-9; and foreign
investment, 130-4; and foreign
trade, 29-30, 173-88; and free-
dom, 231-7; and incentives, 11~
12; and planning, ¢-11, 16-18;
and population problem, 11, 12,
142~9; and pricing, 24, 26-9, 93~
103, 111-15, 204; and private
enterprise, 30, 166~72, 233; and
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public ownership, 8, g-11,16~17;
and publicity of data, 9, 17, 177,
21%; and voluntary associations,
10, 190, 232, 236; and war, 184~
8; as the political aim of the
non-owning class, 8.

Socialist agriculture, 168-72; and
licences, r70~1; and price-con-
trol, 16970, and quotss, 171-2;
and rent-control, 170.

Socialist economics, arbitrary ele-
ments in, 208-13, 223—4.

Socialist transport, 158-65.

Soviet Union, central bank in, 88 n.;
increased production in, 12;
labour in, 120, 121, 123} new
bourgeoiste in, 133; planning in,
88 ., 192 n.; population growth
in, 145; trade unions and social
&ervices in, 59; transport in, 156,
164; wages in, 1241 and
foreign trade, 181, 186,

Stakhanovite movement, 124,

Standardization, 25, 37-8, $8-9,

232,

State, transformed under a classless
society, 237.

+State intervention, see Interven-
tion,

1 State-machine, control of, 234-5.

Staustical methods of determining
prices, 634, 104-5.

Statistical treatment of uncertainty,

97-8.

Stock exchange boom of 1928, 229.

Subbotnik, 121,

Subsidies to industry, 130, 230.

Substitution, 1-3, 26, 102, 112,
213-14.

Supply, composite, 73 joint, 99.

Supply of Capital, see Saving.

Supply of labour, 1001 ; in general,
139-49.

Supreme Economic Council, 30;
and capital and interest, 82-6, 92,
208; and costing, 99, 103-7;
and demand, 63; and economic
orypamzation, 30, 119, 221-2;
and foreyn trade, 173-4, 177,
178, and geographical planning,
93, 128; and labour and wages,
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128, 129, 131; and money and
prices, 194, 195, 197, 199, 208,
203; and planning, 221-2;
and statistical determination of
prices, 104-5.

Surplus value, 22,

Sweated labour, 5.

Tap6ering rates in transport, 157,

100,

Tariffs, 15, 19, 177, 217, 227-8,

Taxation, direct and indirect, 59;
local, 59, 158; on high incomes,
135, 137; on transport, 163.

Technical progress and leisure,
208; and obsolescence, 85-7;
and planning, 229; and rate of
interest, 79, 84 ; and uncertainty,

95-0.

Technocrats, 71.

Technology and the age of plenty,
41; and economics, 2-3; and
production, 140.

Time, as element in production,
750 78-93, 94, 101; see also
Capital and Uncertainty.

Time-boss, 125.

Time-preference, 79, 812, 207.

Time-rates, 125.

Tin, 230.

Tokens, consumption, 43, 49-50. °

Token-money, 192.

Town-planning, 212, 217, 224.

Trade, foreign, see Foreign trade.

Trade unionism, 15, 59, 126, 209,

217,

Transference of labour, 87, 129~
3% 174

Transition, temporary abridge-
ment of freedom during period
of, 235-6.

Transport, 153, 154, 156-8, 158-
65, 223-4; air, 164; canal, 136,
159, 160, 161, 163-¢; coastal,
159, 161, 164; goods, 159-61;
land, 159~ 64; local, §8; passene
ger, 161-2; rail, 154, 155, 156,
159, 160, 161, 162; road, 14,
156, 159, 160, 161, 162-3, 230;
sea, 159, 164-5; soculist, 15865,

Two-part tanff, 155-7.
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Tyranny and exploitation, 234~5.

Uncertainty, 75, 101; definition of,

93-4; inherent in all production, -

94~7; and capitalism, 93—4; and
changes in demand, 95, 96-7;
and risk, 93—7; and technical
progress, 95-6.
Unc%rmnty-beanng, 75,938, 101,
22
Uncertainty-surcharge, 75, 93-8,
101, 135; calculation of, 97-8.
Umted States, 58, 183, 229, 230;
see also America, North,
Unplanned socialism, 16517.
Unspent margin, 193 1., 195.
Urban concentration, 157-8, 175
(N
U.S.5.R., see Soviet Union.
Utility, marginal, see Marginal
utility.

Vagabond wage, 134.

Value, 26 (see also Price and
Pricing); future, 79; mmputed,
204; labour theory of, 43, 67~
77, 113.

Variety, 38, 96.

Vehicle tax (road transport), 163.

Velocity of circulation of money,
193 .
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Voluntary associations under social-
ism, 30, 190, 232, 236.

Wages, in private sector, 167-8;
index number of, 197; methods
of payment, 125, 127; premium-
bonus, 125; piece-, 125, 126;
regional variations in, 127-9;
time, 125; under socialism, 123~
4, 125732, 189, 239-40; vaga-
bond, 134; women’s, 138-9; an
dangerous conditions, 126, 127;
and equality, 132-5; and product
of labour, 100-1, 118, 123-32;
and skill, 127.

Wants, insatiability of, 25, 35-40;
and needs, j1-2.

War and economic imperialism;
20, 185-6; and migration, 187~
8; and socialism, 184-8, 225.

Women’s fashions, ¢7; welfare,
138; work and wages, 138—9.

Work, see Labour,

Work and leisure, choice between,

- 205, 208-10.
Works, public, 57.
Working-day, standard, 126.

Years’ purchase, 81, 84.

Zero rate of interest, 85.
Zinsknechtschaft, 6.
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