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PREFACE

IN the restless twenty years between the two great wars which this
generation has seen, grave and deep-seated defects were, disclosed in
the economic life of the world, defects which inevitably pointed the
way to change. Change there must be, and proposals for change
abound. By the character of the changes to be made the economic
future of humanity will be determined. _

To weigh the fateful tendencies at work, it is necessary to view the

problem as a whole. This book was planned before the war ; its pur-
pose is to trace our economic troubles to their sources, and to subject
the various proposals for change to critical examination. The war
has not fundamentally altered the position, but it has cleared the
ground for change, and made the need for critical examination more
urgent, :
For any of the various proposals for change which command sup-
port it would be easy to make a case. But my purpose is not to
follow diagnosis with prescription ; it is rather to disclose the under-
lying forces by which whatever changes are instituted will ultimately
be shaped. : ‘ ‘

Among the causes of economic disorder a leading place has to be
assigned to the international anarchy and its unceasing threat of war
in the terrible form nowadays of total war. That is not primarily an.
economic phenomenon, but it has profound and far-reaching economic
reactions: in economic resources as a source of power, and therefore
an object of national ambition ; in the demands made on productive
power by war and preparation for war ; finally but less obviously in
the recklessness resulting from economic distress, which may plunge
the world into war.

On the other hand there are internal strains in the economic system.
The most pervasive is that resulting from unstable money, on the
intimate relation of which to depression, unemployment and the
breakdown of international trade we shall have much to say.

Less conspicuous, but not less fundamental, is the challenge to
profit-making. Profit-making is essential to the existing economic
organisation of society, but gives rise to crying anomalies. Marx’s
attack on it was entangled in the crudities of the economic theory of
his own day, but its influence has persisted, and the efforts of orthodox
economists to explain profit away, as no more than a reasonable com-
pensation for risk-taking and for exceptional ability, supplemented by
occasional illicit monopoly gains, have not availed to displace it. -

Herein is the driving force behind communism, or, to use a less
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provocative word, collectivism. One of the great questions which
- only destiny will answer is the choice to be made between our existing
economic institutions and collectivism. Collectivism has been chosen
in Russia ; in the rest of the world the choice has yet to be posed. /

The choice is not correctly stated to be between collectivism on the
one hand and let-do on the other. Even with a foundation of private
enterprise, deriving profits from competition in markets, there is scope
for a wide variety of Government activities. Totalitarian regimenta-
tion itself, as practised in Germany, retains a background of private
enterprise. The power and authority conferred on the central execu-
tive by modern means of communication and organisation impose
a corresponding responsibility. A Government cannot afford to
tolerate the continuance of an acknowledged evil, if there is a practicable
remedy within the limits of its sovereign power. ) :

If competitivism is to be retained as the governing principle of
economic life, it must be in association with the exercise' of Govern-
ment interference wherever positively desirable. It may be that
competitivism under such conditions will ultimately be submerged
altogether ; it may be that it will break down, either from the burden of
armaments or from internal strain ; or it may be that it will take on a
new lease of life,

A criticispn of economic measures and institutions cannot be
divorced from ethical standards. The idea of a positive economic
science, abstracted from the fundamentals of good and bad, is un-
tenable. Even when the economist has to advise the means of working '
for a non-ethical or unethical purpose, he cannot divest his choice of
means of ethical implications. And when he is called upon to criticise
a policy, the ends themselves must be subjected to his judgment. '

There is need of faith, not subordinated to any particular cult or
" tied to any theological or philosophical system, but a living conviction,
faith in the rightness of our ends, and in the competence of wisdom to
discern the means. .

This book represents my personal views, and is not to be associated -
in any way with my official position at the Treasury. -

o R. G. HAWTREY.
February 1944,
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124-5, 228-9, 235, 236, 237, 240--1
in 1931, 21, 89-90, 170, 235 B
and unemployment, 12, 13, 84, 133,
170, 229, 235, 240
Delatores, 55
Delay in monetary measures, 12, 84,

Delegation of authority, 49, 147, 225,
301, 352
Demand, :
General,
Collapse of, 21, 138
Contraction of 12, 84, 95, 139, 228,

231

Deficiency of, 84, 95-6, 11Q, 293-4,
296, 329-31

E(%aflnsmn of, 60, 94, 137 241-2,

Fluctuationsin, 24, 58, 80, 84, 330-2
Production adjusted to, 80, 94,
300-1, 330
capital outlay and saving, 94-5, 281,
30-1

L 3
* and flow of money, 80, 95, 231, 241,
292, 330
' mgﬁl;ted by collectwnst State, 247,
and wages, 60--1, 85-6, 2412 .
for books, 319
for capital equipment, 281, 284
forconsumable goods, 281 329~30 331
for education, 325
for entertainment, 316
for imports, 262, 263
and inequality, 7-8, 202-3



INDEX

Demand-continued
for labour, 60, 232, 252, 255
liabilities, 74, 291-2, 295
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98-100, 101, 123, 125, 157, 228-9,
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Governing class, 42-3, 47, 153-4, 258,
304-8, 327
Government (see also Democracy,Force,
Sovereignty, State), 42-4, 54-7
Capital outlay by, 94-6, 105, 279, 294
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Rhine, 144 216
Ricardo, 48
Rich, Taxation of, 190, 280
centres, 284-5
families, 8
merchants, 40
patrons, 316
Rigging of markets, 288
Rights, International, 214-135, 218, 225
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Sanitation, 9, 30, 2 202
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110, 277-81, 283—-4 289, 293-4,
296, 297, 300, 343

under collecnwsm 329-33

equal to accumulation, 105, 293

and extemal investrnent,
2834, 3

and mvestment market, 14, 107, 120 .

121, 277, 289
and monetary conditions, 14, 95, 120
from professional incomes, 118
an;lsgroﬁts 37, 117-18, 120 280, 283,

in lr;eii;nvested profits, 37, 52, 78, 117,
by rentiers, 37, 118
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