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FOREWORD

THE working class of this country has been in a difficult position
ever since the end of the Mers’ Lockout i 1926

On the one hand there has been the tendency of many of the
official leaders to fraternise with the exploiters who are unscrupulous
enough to use the goodwill of the workers for ther own ends  On
the other hand the cniticism of the left wing, useful as it may haye
been on the negative side, has not advanced matters In order
to do tlus ats criticism would have had to be followed up by a pro-
gramme which could have formed a sound foundation for a sociahist
pohicy  The suggestions and proposals which have been put for-
ward, whether by nght-wingers or by left-wingers, are defective
Their weahness lies partly in the absence of principles on which
the vanous demands could be based and partly in the impractic-
ability of the proposals themselves Both these defects are bound
to undermune the faith of the workers i a socialist pohcy

The series of pamphlets entitled “ Politics of Reason ” seeks to
expound a system of socralist policy which shall justify 1ts claims
and their application by an appeal to reason Two men have con-
tributed most to the development of this policy n recent times
Leonard Nelson, who 1s well known to the readers of thus series, and
Franz Oppenhermer, the German socialist economust

In view of the “ Peace 1n Industry  talk 1t seems opportune to
call this pamphlet * Justice 1 Industry” It puts forward such
demands as the workers cannot surrender even for the sake of peace
unless they are prepared to rehnqush for all time their hope of
achieving a socialist state of society

The second part of the title emphasises the principle that collec-
tivism—-a form of society in which no exchange on the market
takes place—is not compatible with the demands of socialism

Those who are already prejudiced mn favour of one or other of
the current economic theories will find little m this pamphlet with
which they can agree It 1s written primanly for those young
workers who at the beginming of their political activities seek a
system that 13 based on the firm ground of reason so that they
may devote their lives to 1ts realisation

GERHARD KUMLEBEN
London, July, 1928
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CHAPTER 1
THE PRESENT SITUATION
1

THE ongin of the present capitalist system lies m the enclosure of
the common land

In the rmddle of the eighteenth century most land i England
was owned or at least cultivated 1n common, the system of serfdom
being abolished Though there was a Lord of the Manor m the
village who had certan privileges on the common, there was prac-
tically no one m the village quite without land, even agricultural
labourers had rights on the common

Certam enclosures had taken place in the sixteenth and seventeenth
centuries, but most land was enclosed between the end of the
eighteenth century and the middle of the nineteenth  Slater
estimates that out of a totality of about thirty mlhon acres of
arable land six mulion acres were then enclosed by Acts of Parl-
1ament, and eight million acres without such Acts

By these enclosures the land in question was divided between
a small number of Lords of the Manor and freeholders who thus
became big landowners At the same tume large masses of cottars,
and especially of agricultural labourers, lost their nght to the land
completely The enclosed land was either turned into pasture or
let out to farmers or kept corr pletely out of use for hunting grounds,
etc

Thus a small class of big landowners keep the land out of proper
use , they have neither bought that property nor acquired 1t by
thar labour, they have simply taken it from the peasants The
big estates of modern England are “enforced property” The
enclosures have created an artificial land monopoly This means
that not everyone who wants to cultivate land as an independent
farmer may do so though there 1s sufhcient land available for that
m England

These who rent land for farming have to pay a monopolv tribute
to the lardlord which 1s included 1 the rent  Thus land monopoly
s stilln existence , the process of monopolisation 1s not yet finished
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even m 1927 a number of enclosures of common land 1n England
took place

There has thus been no real free competstron on the land since the
time of the enclosures This means that in order to procure a
certain amount of commodities farmers have to spend more labour
than would be necessary f the land monopoly did not exsst  This
15 true to an even greater extent of the agricultural labourers
Both groups of men are practically without means of production
of their own, they have to rent land or to sell their labour and 1n
either case they are exploited by the monopolsts

2

On the other hand, large masses of cottars and labourers were
forced to leave the land when they were robbed of their right to
the common  They had either to migrate overseas or mnto towns,
so that the enclosure of the land only completed a process that
had started with the abolition of serfdom

Those who migrated mto the towns without meaas of production
bad to accept work there under any conditions The only thing
they could do to avoid starvation was to sell their labour at any
price that the employer offered As there was a supply of labour
power which outweighed the demand for the same wages were
extremely low

The employers in town mdustries acquired the position of monopo-
Iists towards the workers As they had the means of production
and the masses who flocked mto the towns had none, the former
had a buying monopoly 1n regard to the labour of the latter Their
monopoly enabled them to extort from the workers a monopoly
tribute or surplus value (in the words of Karl Marx) Thus 1s still
the situation to-day, large masses still migrate from the land
where big landed property makes progress impossible There 15
still a supply of labour 1n excess of the demand 1n urban industnes
The difference between just wages and the wages which the workers
actually get goes into the pocket of the employer as a monopoly
profit

The surplus supply of labour power finds 1ts expression m the
euistence of the large " reserve army " of unemployed, who bnng
down the wages of the employed in times of bad trade and heep
them down n tumes of boom

Again, there 1s no free competition 1 town industries  The fart
that the above-mentioned buying monopoly exists mahes 1t 1m-
possible for everyone who wants to take part in an mdustry to do
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so on equal terms with others Or, i other words, m order to
procure a certamn amount of commodities the worker has to spend
more labour than he would if the monopoly did not exist  Free
competition 15 only possible between worker and worker or between
employer and employer But the present capitalist system 1s
characterised by the fact that society 1s split up nto monopolists
on the one hand and exploited on the other

Tlus spht 1s a division mto classes There 13 class war between
these classes, the exploiters try to increase the exploitation and
the workers try to diminish 1t But the two sides do not fight
under equal conditions The workers, being practically property-
less, are sooner starved in an industnal dispute than the employers
That 1s the expenence of the last years

3

This brings us to the third phase i the development of the
capitalist system, a phase which has had 1ts worst effects i Great
Bntain since the War  Competition among the employers leads
to numerous mventions and improvements which lower the cost
of production The use of more and better machinery thus lowers
the amount of Jabour whuch 1s spent in manufacturing a smgle
article and diminishes therefore the cost of manufacturmg this
article At the same time this process imncreases enormously the
total amount of commodities produced 1in a certan industry and
offered on a certain market Mass-production thus tends to lower
the price of commodities on the market It increases, therefore,
competition between the producers which again leads to the mven-
tion of more labour-saving machinery

But this process cannot be beneficial to the workers under the
present system of monopolies The existence of the buymng
monopoly of the employer caused by and combined with the land
monopoly means that part of those who have lost thewr work by
the introduction of labour-saving methods, have to join the ** reserve
army " of the unemployed This agam causes the wages of the
employed to be forced down even more  The employer, who wants
to lower the cost of production for the sake of competition on the
market, can do so by cutting down the wages of the workers The
consequen-e of all this 15 that, i the third phase, the purchasing
poner of the working class wn England 1s rapidly decreasing
As a result, poverty, distress, vice and crime are increasing  This
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development 1s, as mentioned above, most obvious since the War

As long as the above monopohes exist the * home market ™ for
consumers’ goods thus becomes smaller and smaller in comparison
with the productive capacity of the industry  This has two effects
Capitalist industry, requnng a growing mass-production, has to
find foreign markets The growing competition which results
among the mdustries of the different countries, m combmation
with nationahsm, creates impenalistic aspirations, political power
1s put at the service of exploitation  Colomal oppression and wars
are the inevitable consequence Apart from the struggle for
foreign markets unpenahistic wars have another root m the struggle
for the land monopoly n colomal countries As soon as the land
can be enclosed in these countries a class of propertyless wage-
earners comes into existence who can be exploited as cheap labour

But 1n spite of these desperate attempts of the exploiting classes
to avoid over-production and to secure their economic predominance,
mdustral cnises cannot be avoided. At a time of cnisis the market
1s glutted with things that do not find buyers The market of
goods 15 flooded with commodities of all kinds, the labour-market
with labour power Profits and wages drop, industries are run at
a loss and finally a growing number of enterprises is closed down
Production 1s thus restricted to the strongest firms until over-
production has more or less disappeared and the whole process
startsoveragam And thisis alltthe more true smce foreign markets
are rapidly decreasing Those countnes to which Bntamn exported
1ts goods are becoming industnalised countries themselves, and we
can foresee a time when they will compete successfully with the
older industnes of the Western countries (the United States of
North Amenca included) This 1s already taking place to some
extent. . -

To escape from the difficulties on the home market by gong to
foreign markets can only be a temporary solution of the economic
problem Each foreign market 1s after some time 2 home market
for its own ndustry. The purchasing power on markets of foreign
capitahist countries—and 1n these countries the land 1s enclosed-
1s as much endangered as that of the home market

Thus capitalist industnes seek their salvation in the formation
of world-wide combines with the aim (so far achieved mn a few
mdustries only) of hmiting production and keepng the prices of
certan commodities at a level that allows the producers a high
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profit If all or almost all enterprises of a certam industry are
united 1n one combine this combme acquires a selling monopoly
The buyers of the products of this mdustry have then to pay a
monopoly tribute n the form of an artificially lugh price (It does
not make any difference to the workers whether the concem 1s a
national or an nternational one) So long as these combines can
use the political machinery for their aims they can heep the working
class down The workers have nothing to gamn by the formation
of these combmes 1ncreasing hrmitation ot output will dumunish
employment and high prices will lower the real wages On the
other hand such a concern can even pay high wages to the workers
whom 1t employs and offer them other privileges, it will thus
endanger the sohdanty of the working class  So that at the moment
when the starved masses, driven to despair, revolt agamst the
exploiters, they may find part of their fellow-workers on the side
of the capitahsts It 1s not sure how thus last fight wall end that 1s
supposed to lead “ necessarily "’ and ** mevitably * to the breakdown
of the capitalist system

4

Karl Mar« has undoubtedly the merit of having shown us the way
in which scientific sociology will have to be developed, so far as the
division 'nto classes 15 concerned But he has neither explamed
the surplus value i the nght way as a monopoly tribute, nor has
he kept to the principle which he himself formulated that capitahst
exploitation 1s only possible where the land 1s enclosed t

Henry George nas seen the real connections far more clearlv than
most other economists He has not only recogmsed that modern
capitahsm 1s only possible where no equal access to the land exusts,
but he has also emphasised the fact that the present land-monopoly
1s an artificsal one Ry that he means that there 1s sufficient land
cultivable for everyone who wants 1t, land whuch 1s kept out of
proper use by force (In Chapter VI we shall explam Henry
George's attitude more mn detail ) £

P J Proudhon was the first to put the principle of justice at the
foundation of sociahist economics and may, therefore, be mentioned
mn connection with our theory 3
lsgﬁKarl Marx ‘ Das Kapital * 1869 Englsh Translation * Capital *

* Henry George ‘' Progress and Poverty " 1884

' p Proudhon Capacité Politique des Classes Ouvnidres ™ 1865
Enghsh Translation ** The Political Capacity of the Working Classes ' 1876
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Finally, it may be remembered that even before Adam Smith
wrote lis ' Wealth of Nations” a French economist, Richard
Cantillon, had made 1t clear in a very excellent way that exploitation
1s caused by big landed property  His book on Economucs appeared
as early as 1755 In this book there may also be found a tull
description of the way m which prices and wages find thewr level
m the fluctuation of the market 1

CHAPTER 1II
HOW TO ABOLISH FXPLOITATION

5

AN understanding of the ongm of capitalist society will help us
m finding the means to abolsh exploitation

We have been able to recogmse that the land-monopoly causes
exploitation on the land and enables the employers mn towns to
have a buying monopoly m regard to the labour of the workers
On the other hand, growing competition, together with the decliming
purchasing power on the market of consumers’ goods, leads to
the formation of trusts which have selling monopolies m regard to
certamn articles In each of these three kinds of monopolies those
who are dependent on the monopohsts have to pay a monopoly
tnbute which means an unearned mcome to the monopolist

This development clearly indicates the way of the second
* Industnal Revolution” Throw the land open to those who want
to work on 1t and the accumulation of unemployment will disappear
In other words break the land-monopoly and capilalist explortation
must break doun

6
At first sight certain objections anse to this device
(1) The price of the land 1s so very high that those who settle
on the land will be in debt from the beginning
(n) Many people do not want to go on the land and, therefore,
unemployment wn towns will continue, especially i view of the
enormous percentage of unemployed since the War

' Richard Cantillon ' Essa1 sur la Nature du Commerce en général
i35

)
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(w) It would not be wise to change England back trom an
industnal country nto an agricultural one.

(1v) And even those wha want to cultivate the land would not
be able to carry on agnculture efficiently because they have not
the necessary tools, machinery, etc

{v) But even if the attempt were made to transplant the unem-
ployed on to the land, there 1s not sufficient agncultural land n
England available to provide everyone who wants it with a decent
farm

(v1) Big landownership can arise out of the new distribution of
the land if a peasant 15 allowed to own the land on which he works

We have to deal here with these objections m detail and that
will give us an opportumty at the same time to develop our system
further

Firstly, 1t 1s not possible to break the land-monopoly by buying
all landowners out  The land must be thrown open to the people,
as a rule without compensation to present owners But 1t 1s only
necessary to expropnate so much of the by landed property that
more land 15 available than 15 demanded And 1t 1s only just to
expropriate so much land because, as we have shown, the big landed
propertv 1s enforced property, taken from the people by robbery
There 15 no moral or economic reason for compensation

Secondly, even if no one wants to go back to the land, the
process will take the same course as if people actnally wanted to go
back Land will be demanded first by those who now Live on“the
land, farmers and agncultural labourers. They will first take the
land that 1s the best for thewr purpose As soon as they start to
cultivate their own land they will demand tools and machinery,
houses and at least all commodities of a sumple kind  (They may
not be able to pay for these goods from their own funds at the
beginning, but credit may be given to them wluch the Socahst
State may, for instance, get out of a land value tax on wrban land
in the big aties) Consequently the demand for these articles
will nse, automatically employment in town-industnes will increase
If employment 1s increased wages go up, the workers m town-
industnies will be able to buy more commodities. Their mcreased
demands will give more employment on the land and in the towns ,
more workers will be absorbed and more land will be taken mto
cultivation This process will continue, 1t will absorb all unem-
ployed and prevent the employers from extorting any surplus-
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valué from the workers (We do not of course consider here the
effects which an increase of agniculture i England must have on
other agncultural countnes ) ‘

This argument answers the third objection at the same time
Our programme 1s not mntended to change England from an indus-
trial to an agnicultural country It has exactly the opposite effect ,
it will make agriculture more efficient and therefore give a new
stimulus to town-industrnies By increasing the demand for the
products of the towns it will even accelerate the development
of industry, but it will at the same time automatically regulate
production according to demand

It 1s understood that under a just economic system and when
a real League of Nations has secured peace, every country wall
produce the knd of things for which 1t 1s best adapted according
to 1its position, chmate and other conditions Therefore, if a cer-
tam kind of agncultural product could be grown cheaper 1n other
countries than i England, no one would propose a system under
which this crop would be grown mn England But 1t would be a
mustake to judge of that from the present situation It may be
that under the present land-monopoly wheat-growing 1s cheaper
m America than here, but it 1s at least doubtful whether the same
would take place without monopolies Experts agree that great
parts of the English soil are better for wheat-growing than that of
any other country H

Whether 1t 15 more profitable to grow wheat m England or to
import 1t depends partly also on the tools and machinery that are
used

This brings us to the fourth objection If the land were thrown
open, it 15 said, those who wanted to work on 1t could not very well
make a living on 1t, because they could not apply the proper means
Indeed, the experience of Russia has shown how necessary 1t 1s to
help the farmers on newly cultivated land by credits, etc  Apart
from that, producers co-operative societies can be formed and can
use the now existing machmery and help therr members to make a
good start To throw the land open for cultivation does not mean
to go tack to the form of agriculture before the enclosures where
everyone worked for humself on his httle plots of land which might
be scattered all over the common If there are really such strong
tendencies for co-operative work as certain socialist economists
suppose, co-operators will then have an open field before them in
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dex eloping British agnculture to a high degree of efficiency  Finally,
it must not be left out of consideration that no one can expect a
sudden jump 1n the prospenty of agriculture Development goes
by degrees, and the misdomngs of the present landlords have des-
troyed willage ife to such an extent that 1t will be necessary to
start agam on a very low level But this level will, firstly, be
higher than that of the present agnicultural labourer, and, secondly,
means the beginning of a period of growing prospenty

The fifth objection can easily be answered Agricultural experts
agree that an independent Enghsh farmer, applying the present
methods of agriculture needs forty acres on the average to make a
hiving for himself and tus famuly, taking all special circumstances
mto consideration 1 But there are more than thirty mllion acres
available for agriculture in England and Wales This means that
there 1s room for at least seven hundred and fifty thousand famihes
on the land On the other hand out of about ten million farmbhes m
England and Wales only about two hundred thousand are now
hving on the land# There 1s therefore, room for at least five
hundred and fifty thousand more famihes on the land in England
and Wales These figures speak clearly i favour of our system

Fumally there 15 an argument that needs to be dealt with m
greater detaa] The question 15 whether after the redistribution of
the land by breaking the land-monopoly the present state of affairs
can be brought back because of an abuse of property-nights on the
land This question 1s usually raised by those who advocate the
nationalisation of the land as a means of preventing exploitation
They are opposed to private ownership of the means of production
and, therefore, object to our proposal that a man should be allowed
to take a piece of land and cultivate it as he hikes It may happen,
they say, that someone who 1s by chance a hittle ™ better off ”’ than
his neighbours can buy these out and afterwards enclose the land
He may then keep the land out of proper cultivation or out of any
hind of cultivation

Qur answer to thus objection consists of several parts

{a) A tax on the value of the unimproved land, which tax 1s
also to be paid on the land if not cultivated properly, will prevent

* Compare e g, Curtler “ A Short History of Enghsh Agnculture ** 1909

PP 97031nd 99  Also Levy “ Large and Small Holdings* 1911 especially
page

* Agnicultural Statistics for England and Wales 1926  Also ** Manchester
Cuardian  No 25162 21/4/27
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people from keeping valuable land out of proper use

(b) If the land 1s thrown open (i more land 1s available than 1s
demanded) the average agricultural land will be available m abun-
dance and therefore will have no value at all To enclose part
of 1t would be senseless There 1s no need to economise n what 15
free  No one would enclose a certamn amount of air for the sake of
keepmng 1t out of proper use '

(c) But even if we suppose that at a certain time all average
farming land would be occupied by working peasants, the enclosure
of land would not be profitable because average farming land would
have a value on which the tax would have to be pad

{) As a last means there remains alwavs the possibibty that
the just Government will wterfere to prevent exploitation t

Those who advocate nationalisation of the means of production
put State-interference at the begmning of sociahst economy and
base the whole development of society on 1t  We put State-
mterference as a last means which should be apphed if no other way
out exists Why do we take that attitude ? This question brings
us mndeed to the mamn point of justice mn industry

CHAPTER IIL

FREE COMPETITION 1PRICES AND WAGES

>

7.

WE define free competition i opposition to monopoly relations
as a state of affairs in which all who want to take part in an mdustry
may do so with equal opportunities to acquire wealth (equal apart
from differenices 1 personal qualifications), The estabhishment of a
system of free competition thus conforms to a high degree with
Justice For the pninaiple of justice demands equality of nights

But before we explain how free competition works m industry we
have to deal with the one natural check to equality of income which
exists even 1n such cases where all monopolies are broken That 1s
the dufference in natural capacities and qualities The qualties of
body, mind and will differ 1 degree and kund One person who
has certain qualities 1n a high degree 1s able to acquire more wealth

' * Pobtics of Reason * No 1, page §
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with the same exertion of labour than another with the same
qualities but of a lower degree Apart from that, capacities of
some kinds are more in demand than others and will therefore get a
higher price than others ~ We shall deal with that in a later part
of this chapter But under just conditions 1t will not be possible
for the members of certamn groups to get a much higher income
because of the better education that they receive Where equal
chances for mental and physical development exist, experts and
highly tramed specialists will not be so rare as they are now and
will therefore not receive a monopoly imcome The lngher mcome
that they will receive when the monopoly i education 1s abolished,
will anse from the greater value of their service and thus have
quite a different source from that of the monopoly profit And
if no one has an excessive mcome 1 the form of monopoly profits,
no one will be ready to pav excessive prices for works of art, etc
However, the differences in personal quahfications form the only
mevitable check to full equahsation of opportunities

8

If we deal with free competition itself we have first of all to
remove the prejudice that free competition means the furthering of
pnivate, selfish and antagonistic interests and a check to the develop-
ment of co-operation and unselfishness

How do human beings behave when they have equal opportu-
nities to acquire wealth ? Everyone of them has certam mterests ,
the most urgent necessities are the same for all, but 1 regard to
higher interests human beings duffer  Some see their perfection
music, some In painting, some in sports, etc  But theiwr interests
are by no means only sensual or selfish ones Human beings have
an ethical interest which hies ongmally dormant in them, that 1s,
to do therr duty towards others and to stnve for high 1deals, the
nterest to help others and to cultivate love and friendshup  There-
fore when everyone strives to satisfy his nterests, he may also
stnve to satisfy ethical interests How far he does the latter 1s a
matter of education and not of economy But for the sake of satis-
fying his imterests, he must acquire wealth, and i freely competing
with others he 15 1n no way hindered from following lus aspirations
for the common interest

But this 1s only one side of the case  What does * furthenng the
common interest " mean ? It means to carrv on industry according
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to the rule “ From each according to hus capacities, to each
according to us needs ”* Thus 1s exactly free competition, everyone
can choose the work he wants, can regulate the amount and kind
of his labour by Iis needs and thus finally satisfy his interests
according to his personahty Where equal opportunities for all
exist, apart from natural differences m qualifications, 1t 15 of course
“iinpossible for one man to procure for himself by spoliation the
goods that others have produced, except through theft
Fmally, if producers freely compete with each other that will be
a stimulus (that 1s a powerful unpulse on the will) to create as much
wealth as possible Therefore the commumty as a whole will have
the highest amount of wealth at 1its disposal, if only each person
produces as much as he wants Production will be most efficient
and distribution will be as yust as possible (We shall deal with this
very ymportant point more in detail in Chapter IV)

9

We shall now explaimn the central 1dea of sociahist market economy
by dealing with prices and wages as they are determuined under just
conditions  Prices will of course always exist in one form or another,
because people will always exchange the things which they produce
Wages are nothing else than the price of labour power The argu-
ment that the ““ new order m mdustry ”* will do away with pad
wages does not, therefore, concern onr exposition  As long as things
are manufactured for exchange wages exist  And as long as things
are exchanged prices exist, whatever form these may have

How are pnces determined on the jfree market? Different
producers offer their products on the market In principle there 1s
again no dufference whether we consider the market of goods or the
labour market But for practical reasons we shall consider these
two markets separately It does not of course affect our argument
whether the producer 1s an individual or & collective person, such as
a share-holders’ company or a”larger combme Therefore the
objection that we advocate an antiquated system does not concern
us

In sociahist market economy everyone will make the things from
which he expects the highest degree of satisfaction for his interests,
directly or mdirectly, and he will offer them on the market which 1s
most favourable for hm His 1hterest 1s two-fold , he wants to get
as Ingh a price as possible, but he wants to keep the price down so

12
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that he can successfully cormpete with other producers. However,
he cannot continually go below a certain lumt whch is fixed by the
cost of production including cost of transport and of course the
cost of his own mamtenance. Above that himt, hus gam will ba
the higher the greater the demand for hs articles compared with
the supply, and the greater hus total sale.

In scientific economics prices can be determined far more exactly,
but we need pot go nto the details of that here. We have only to
consider whether prices which fix themselves 1n the way described
fulfil, as much as possible, the condition of justice, that 1s, the
condition of equality of opportunities to acquire wealth And ths
1s indeed the case For i the long run and on the average, all
producers of any kinds of goods will denve the same degree of
satisfaction m seling their products And this not only because
each person will choose the industry and the market which are
most favouarable for him, but also because every deviation from the
equibbnun of equal satisfaction will automatically adjust rtself
For 1f there 15 a special advantage m seling a certam article the
number of producers of this article will mcrease and therefore the
amount of articles produced by them Thus will lower the price
until the degree of satisfaction for the producers in the mdustry
concerned will only be as hugh as that in any other mdustry The
opposite will happen 1if 1t becomes specially disadvantageous to
produce a certan article A smaller quantity of this article will
be produced, until the average producer in the industry concerned
1s at least as satisfied in 1t as 1n any other industry  Thus, where
free competition rules economic life naturally tends to such a state
of affairs that every producer can satisfy s interests to such a
degree that he would not gam any advantage by changing over
mnto another industry, .

There may be certain differences m mcome, but these anse from
the fact that some producers are enabled to have an extra income
because of certain qualities, which not everyone can acquire, that
15, because of special “ quahfications” But such an additional
mcome can never lead to the accumulaton of great unearned
fortunes

10
Naturally our argument 1n regard to prices can almost be repeated
f we now proceed to the discussion of wages Fach person will
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offer h1s labour 1 such an industry and under such conditions as he
thinks most favourable for himself, whether he has means of pro-
duction of hus own or no. The mterest of the worker (he sells his
labour power) is two-fold again  He wants to get as high wages and
as short hours as possible, and general conditions of labour which
are favourable for him. At the same time he wants to compete
successfully with others who offer thewr labour power Under the
present system of monopolies a surplus supply of labour power
exists Therefore competition among the workers drives wages
down to the starvation level But when the land 1s thrown open
and the process which has been described m Chapter IT has absorbed
the unemployed and increased the demand for commodities of all
kinds, there will be a shortage of labour power Therefore wages
will nise to the just level at which each person, the orgamser, the
director, the skilled worker, the semi-skilled and unskilled get so
much that they cannot expect a greater total amount of satis-
faction of their desires m any other position (Dunng a period of
transition from the. present system, owners of many means of pro-
duction may have a certan passing advantage over others, which
advantage. will, however, rapidly disappear through division by
mherntance alone )

Would wages be equal m socialist market economy? Just as
httle as prices would. One pmnt of milk will not cost the same as
one pmt of petrol, and one hour of farm work will not be paid the
$ame as one hour of mining We said that free competition regulates
wages . the mcome of an mndependent farmer 1s the lower lmit of
wages under which no one will work or need work under normal
conditions -The amount he gets above that hmit depends on the
demand for s kind of labour mn relation to the supply, and on
the expense of training 1n his occupgtion  But compared with the
present situation an enormous equahsation of mcome will take
place where sociahist market economy prevents monopoly mcome

11.

But 1f wages are not equal how 1s it possible then that wages can
be just under free competition > We must not forget that i sociahst
market economy free choice in regard to the conditions of labour 1s
possible  One person may choose well-paid but dirty or tinng work
Like that of a mmer because he wants to save up for a long hohday
Another may prefer a kind of labour where wages are lower but in
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which he can lead an outdoor bife, etc  Only the imndividual’s own
free choice can decide what he prefers  Though wages are not equal
nevertheless the total amount of satisfaction—and that means
wealth 1n the widest sense of the word--1s on the average and n
the long run the same for all individuals mn all mdustnes

The differences in kind and degree of mterests wll lead to equal
satisfaction from work in different industmes, directly or indirectly,
and where there seems to be a great advantage mn one kind of work
above others so many will flock mnto that mdustry that the oppor-
tunities to acquire wealth there will become equal to those in any
other industry  Therefore no one will have cause to change lis
place Thus the automatism of free competition will straighten all
deviations from the equilibrium of justice, at least after a transition
period We do not of course presume that everyone can easily
change from one mdustry mto any other But young newcomers
m mndustry will choose those jobs that bring the greatest advantages
with them, small numbers will continually mugrate nto towns
and take up the most favourable trades In certamn mdustries a
quick adaptation of newcomers to the kind of work that 15 demanded
1s possible  If, however, a sudden change in the conditions of an
industry tends to bring musery and njustice with it, State mter-
ference may be necessary in order to help the workers who are
affected

Equality of opportumties 1s thus secured by our system, for
naturally those hinds of work are best paid that mvolve the greatest
inconvenence (the greatest danger, the highest death-rate, etc).
For 1 these the supply of labour will be smallest until wages have
risen to a level at which they attract a certain number of men

12

So much for the general outhne of our system But we bave to
deal here with one objection that generally anses from the side of
those who strive most earnestly for the removal of all class differ-
ences  Your system, they say, mamtains the distinction between
workers and employers It thus allows a class of * bosses ™ who
hive on the backs of the workers and exploit them Two remarks
will be helpful here

(1) The shortage of labour will enable everybody to get a place
where the total amount of satisfaction of nterests 1s as large as
possible, so that exploitation wall be impossible.
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m) An employer also will not on the whole and in the long run
get more than the value of his labour-—unearned income 1s almost
impossible for im  He can by no means " boss " the workers
If he does not fill a useful position, he will not make a hiving
The mdustrial orgamser has an mcome that 1s determined i exactly
the same way as that of a manual worker and will not necessanly
be higher than that of the latter Possibly 1t will even be lower
than that of certamn categories of workers Where equal oppor-
tunities for all mn regard to education exist, an orgamser has as
little a monopoly of his profession as a miner has of mming.

One further pont should be mentioned here The mvention of
new machmery will indeed occasionally throw men out of work,
though, even if no mcrease of production takes place, such mnven-
tions will result rather in shortemng the hours of work than in
dimimishing the number of people in employment But on the one
hand, even those who lose their work need not remain unemployed
and, on the other hand, those who remamn in the industry concerned
will not allow an unearned income to go to the employers Theorett-
cally two cases are possible here , erther the prices of the products
in question will remamn the same as before the mvention—then
the workers can obtain higher wages or the same wages for shorter
hours—or the price of the products will drop so much that the
total amount of values produced will remam the same as before the
mvention In this case the benefit will go to the customers In
practice we shall have a comhination of both tendencies But 1n
neither case can the employers extort any surplus value from the
workers

The question as to whether over-producton or over-population
can set a near end to this process will be dealt with in Chapter VI1

CHAPTER IV
PRIVATE ENTERPRISE AND STATE INDUSTRY

13
IN this and the following chapters we shall deal with some special
problems of economics which are of great practical unportance
Though we have nothing new to add, except in Chapter V, we shall
18
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explamn our attitude towards those problems in detail, in order to
prevent such objections as may arnse from msunderstandings

We understand bv socialism a state of human society m which
private ownership 1s imuted to the condition of yustice Bv collec-
trssm we mean a system in which private ownership 1s completely
abohshed Since Karl Marx most sociahists have been collectivists,
or at least advocates of a system of State industry mn which the
muans of production are, to a great extent, commonly owned
Some of them may despise the term *‘ commumsm ” but collec-
tivists are communists i the economic sense of the word In
order, however, to do justice to those who are somewhat milder in
their attitude towards the suppression of private enterprise, we
shall distingmish a kind of *semi-collectivism ” wlnch stands
somewhere between private enterprise and collectivism

Why has collectivism become the general belief of sociabsts?
Several combined reasons are mentioned here
{1) The working class 1s tired of the dusputes between employers
and employees i which the latter are naturally <o often the losers
Antagonistic mterests clash and the result 1s of no advantage to the
workers A system in which the means of production are commonly
owned 15 supposed to prevent such disputes

(u) Competition among private employers leads to disastrous
price-cutting, especially in times of cnisis and consequently wages
also are cut The result means a loss to the workers National
ownershup of the means of production will prevent this

(1) Selfishness prevents the present owners, who are only out for
profits, from applying such methods of production as will secure the
welfare of the workers and guarantee at the same time a maximum
of productiveness This 1s true in regard to houses, workshops,
machinery, working time, permanence of employment, provisions
for women and young workers, old age pensions, etc, ete  If the
industry were under the control of the workers all these difficulties
could be removed

(iv}) Nor do the present owners give the best service to the
public  They produce goods and give services of an infenor qualty,
partly because they want to compete with others and partly be-
cause they have a monopoly 1 regard to certain articles or services

{v) It is the nght of the workers to have as much contro! with
regar] to the conditions of mndustry as anyone else, therefore
industral democtacy must be established

-1



(v1) Wherever the whole of an mdustry of any kind 1s united mn
one simgle combine the assoctation 1s practically all-powerful in
regard to working conditions as well as i regard to pnces But
these combines, put under the control of the nation, would be
just the form of industry which would give the best service to the
people

14

In examimng the above arguments this must be saxd n the first
place

(1) Where a shortage of labour exists and the land 1s free, in the
case of any dispute the employer 1s not m the least hetter off than
the workers He has therefore not so much interest as at present m
provoking disputes  Socialist market economy 1s thus sufficient to
remove this difficulty .

() Again, where a shortage of labour exists, the employer cannot
cut wages, m whatever way he may cut costs Sociahist market
economy thus ehmmates also this difficulty ,

() Again, where a shortage of labour exists, the workers prac-
tically have control over the industry, they can therefore demand
better conditions all round The employers will be interested to
make the work more attractive Complete nationahsation of the
means of production 1s not necessary to achieve that aim

(iv) Under the present systemi, where the employer can easily
make a high profit by extorting the surplus value from the workers
he has indeed not much stimulus to give better services to the pubhe
But under a system of really free competition his only way of
competing successfully with other producers 1s to make his products
or services more attractive (We have to keep this in mind in
judging of the apparant success of some municipal and national
enterprises, compared with private ones  The fact that, for instance,
certain mumcipal tramways are more efficient and give a better
service to the public than private ones does not thus prove anything
either in favour of or against pubhc or private enterpnse in sociabst
market economy Those municpal enterprises may now give better
service than private ones n view of the control by mumcipal
authonties But the private ones are capitalist enterprises which
can increase profits by cutting wages, a process which the municipal
ones cannot accept to the same extent )

(v) In socialist market economy the workers will indeed have
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much more control 1 ndustry than to-day They wll be qute
free to choose their own conditions Their nght to self-determination
will be fully secured by the very fact that competition 1s completely
free, that is, free from monopolies No democracy nor rank and
file control can secure this right 1n a better way

(v1) Our princrples demand that we should abolish the monopolies,
the selingmonopoly of trusts to which the advocates of State
socialism refer must alco be broken Whether this 1s possible by
the methods which we have put forward so far, or whether other
steps must be taken, will be exammned yn Chapter V. We shall
show there that the nationahsation of all industnes 1s by no means
necessary to break the selling-monopolies

Apart from the last pomnt, our explanation proves that there 1s
no necessity to nationalice the means of production This of course
does not solve the question as to whether it 1s desirable to do so

15

Before we can decide this matter we have to make clear certain
terms which are always used bv those who advocate common
ownership  As a matter of fact, we have to deal with two dufferent
systems

) Workers control over industry which may either be State
mdustry or not. This control 1s supposed to have the form of
strong trade unions and factory councls which determine the
course of the enterprise by democratic methods

(u) State industry  All industries are nationahsed, they are
administered by commissions and comnuttees which are either
tlected by the votes of the workers or appointed by a central Govern-
ment or a similar body

We have to distingmish between two systems of State mdustry
collectivism, which means the absence of private property, and
semu-collectivism 1 which pnces and wages are fixed by the body
that controls State mndustry In the latter case wages may be
either completelv equal or d.fferentiated

But the first of these cases can be ruled out completely Because,
whatever the faults of the present capitahst system may be, no
one 1s sure whether any sort of democratic control will not have
the <ame results It 15 inherent 1n the very idea of democracy that
1t leaves 1t quite open what sort of institutions or measures 1t will
bring 1to existence  But what we are looking out for 1s a proper
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system that will guarantee an efficient and just course m industry
and not an arrangement which leaves 1t to the chance of a majonty
decision.  (See “ Pohtics of Reason ” No. 1, page 13 ff) What 1s
true of democracy generally 1s also true of industrial democracy
We cannot here repeat the farmibar criticisms of democracy

We consider now a system of economy m which the State deter-
munes the course of mdustry, either mn complete collect.ivism or
semi-collectivism. In both cases the conditions of labour (kind of
work, wages, workmg hours, etc.) and the conditions of hfe (kinds
of products, prices, etc ) are essentially fixed by the State Free
choice by the mdividual 1s 1mpossible 1n such a system, the nght of
many mdividuals to reasonable self-determination 1s violated As
human beings differ in regard to thewr interests, desires and capaci-
ties, the individual himself alone can determine what conditions of
labour and of hfe are the best for hun, witlun the limits of equal
nghts for all  State-industry does not consider this essential fact
Spintual exploitation of those who have less opportunuty for self-
determunation than others 1s therefore mnewitable where State
monopoly 1n. industry exists The only consequence that can be
drawn from that 1s that State monopoly m mdustry 1s anti-soctahst

However, going more into the detail of collectivist economy with
equal wages, we can easily show that such an economy does not
provide equal opportunities fur all to satisfy their interests, and
this m two ways 4

(1) Those who are lazy and selfish and work as httle as possible
wll get as much as those who are industrious and unselfish, though
the latter wark more This means exploitation of the better mem-
bers of society bv the less moral ones :

(n) Those who work in an mdustry with pleasanter conditions
will be better off than those with dirty or dangerous work A
remedy for this 1s suggested, namely, to let everybody do such
work alternately. This 1s impracticable It means a waste of
energy, since certan of the most dangerous labours are highly
skilled and since such dufferences m hardstip exist between almost
all kinds of labour  And that remedy 1s unjust since 1t establishes
a " mihtansm of labour ” which violates the nght of equahtv in
self-determunation, as it easly gives perference to those who by
chance are satisfied with the conditions of this * enforced labour”,

But suppose even for a moment that cullectivist economy would
allow free choice 1n regard to the work that one does. Naturally
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certamn mndustnes would have a surplus, others a shortage of wor-
kers compared with what 1s supposed to be the hkely consumption
of the products in question Either these dewiations are to be
straightened by cider and then free choice and equality of oppor-
tumty disappear Or the conditions in some industries can be
made more attractive than those in others until the shortage of
labour disappears But this latter case is one 1n which the con-
ditions of work differ along with the kinds of work, and we shall deal
with this separately

16

It seems worth while to discuss semi-collectivist economy with
differentiated wages more in detail, as this system 1s most hikely to
be tried 1n practice  Two differentiations can take place

(1) In regard to the amount of work done

{u) In regard to the kind of work done Industry will be ad-
mumstered by State officials in connection with workers’ councils,
they will fix wages and prices

Our cnticism in regard to such a system falls under several
heads

(1) W.thout frec competition 1t is mmpossible to fix the nght
relation of prices Only free competition can regulate those relations
Who 1s able to say beforehand whether a pmt of milk or a pint of
petrol shail have a higher price ?  Or whether an hour of farm-work
or an hour of engineering shall be pad more? No State admims-
tration whatever can solve these problems

(u} Nor 141t possible to determine beforehand the amount of any
kind of article that will be demanded. A purely mechnical dis-
tribution of goods among mdividuals would not meet their needs
and therefore would not be just

{u1) In collectivist economy the danger 1s the opposite from that
m capitelist economy  For capitalists the easiest way to cut prices
1s to cut wages Now the easiest way to raise wages 1s to raise
pnces, a measure whach 15 not at all in the common mterest Buta
Government which does not accept this policy of going the easiest
way must be prepared for 'ndustnial disputes and strikes

(1iv) This brngs us to the pext point It 1s by no means sure
that 1n collectivist economy the best methods of production will
always be apphied  Under free competition the emplover who wants
to complete successtully with other producers has only one way
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open to improve his methods of production The fact that his
mcome and therefore s hvehihood depend on success gives him
a stimulus for the application of better methods But this stimulus
does not exist mn a State industry which has the monopoly of pro-
duction and distribution  There you can onlv hope that everyone
will give more and better service than he needs to do  If this hope
fails, State industry cannet be efficient How lttle reason we have
to presuppose such unselfishness may be seen from the experience
which almost all modern states have had of exploitation by officials

(v) The argument which we have just apphed with regard to
methods of production may also he apphed with regard to the
services that a State-industry gives to the public  There 1s no
guarantee that prices will be kept as low as possible and services as
good as possible if a State monopoly exists But this guarantee
exists where free competition rules, for there and only there can the
interests of the mdividual be satisfied in the best way if he gives
the best possible services to the public,

So much for our cnticism of semi-collecivism Most of our
last five arguments can also be applied to the other forms of State
enterprise n industry 'We have now answered the second question
of this chapter sociahist market economy 1s a better means for the
prevention of exploitation than collectivist economy

We may add that the above are not merely theoretical con-
siderations. Every phase of Soviet economy in modern Russia
teaches us the truth of the prnnciple just stated.

CHAPTER V
INDUSTRIAL COMBINATION

17

WE have to deal in this chapter with mdustrial combines which
can acquire a monopoly position and thus extort a monopoly
tribute from one section or another or from the whole commumty
(In dealing wath these we shall add certain 1deas and suggestions
which go further than does Franz Oppenheimer’s system of econo-
mics )

A necessary condition for the monopoly position of such an
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industnal combine 15 that it shall embrace practically the whole
of the mdustry or mdustries concemed This means enterprises
with such power that all outsiders, however large their number, must
submit themselves to the conditions which the combime dictates in
order to protect themselves aganst being crushed out, or that the
outsiders are only of local importance In England 1t 15 now es-
tunated that in most mdustries the control of over 80 per cent of the
productive capacty is sufficient to enable the predommating group
to exercise a monopoly-power, provided that foreign competition 15
impossible

In what way can such an industrial combine control industry ?

() It can fix quantity and quality of products and thus acqure
a monopoly 1n production -

(u) It can fix prices and markets, exercising a selling-monopoly
Recently this has not been found very profitable for the mono-
polists in England, so that they now prefer the monopoly 1n pro-
duction .

(m} It can grant special rebates for exclusive tradmg to the
merchants, thus strengthenmng its seling-monopoly

Industnal combimnes, so far as they are of any importance in
England, mav differ from each other m four wavs  First, m the
form of agreement, second mn the kind of industries, third in the
kind of products and fourth m the geographical area

Furst, in regard to the form of agreement, we have to distingmsh
several clusses of combination

(A) Complete amalgamation of previously ndependent firms

(B) Associations of independent firms wlich exercise the first two
or all three kinds of control as indicated above

(C) Associations which exercise only the production monopoly

(D) Associations which have only price regulations in operation

Second, 1n regard to the imdustries which are controlled we have
to distinguish between the following forms

(4) Honzontal combines, either 1n regard to raw products or to
partly finished products or to fimshed goods

(8) Vertical combines, especially those which reach from the
raw material to the final product

(¢) Net-work combnes, which are a combination of the two others

Thurd, the monopolised goods may be -

(1) Practically Lmited as for example rare metals like radium or
platinum
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(u) Practically unhmited and easy of access such as agricultural
land, elay, salt, etc, or even coal 1n some distrcts.

- (m) Practically unlmted but not easy of access, as for example
most ores, oil, etc

Fourth, so far as the geographical area 1s concerned, combines
may be

(1) National combmes (inside customs frontiers).

{n} International combines

() World-wide combines

So much for a rough classification of industrial combines
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Before we explamn oyr attitude towards the industnal combines
thus classified, 1t must be noted that we do not suggest any measures
mn regard to amalgamations and associations which have merely
the aim of making division and combmation of labour more efficient,
so long as such combmnes do not lead to monopoly Everything
speaks even m favour of the formation of such concerns, as, if the
development 1n thismatter 1s left to free competition, theautomatism
of market eceonomy will regulate 1t efficiently and justly

The exploitation which we have to face from the side of com-
bines with monopoly-power, 1s exploitation of consumers In times
of cnisis the price-regulating power of combines 1s important for the
employers  That 1s why so many of the existing combines n
England owe their existence to the bad trade of post-War times If,
however, the volume of trade falls below a certain hmt, even the
strongest associations can no longer force their members to keep
the rules This has been the case with the British coal industry
since 1921.

On the other hand, what 1s the power of such concerns 1n times
of boom? If then a combine limits the output by fixing quotas
for 1ts members 1t can dnve the market price far above the com-
petitive prnice  In the Bntish tobacco industry, besides the Im-
penal Tobacco Co, four other independent firms can make huge
monopoly profits, as there 1s no competition between them The
demand 1s increasing—in 1913 nine mulhion cigarettes were sold,
in 1926 ninety million—therefore they can keep their profits well
above the average As a modern tobacco factorv 1s a huge enter-
pnise, outsiders have dufficulties in conquenng the market with
cheaper goods Therefgre times of increasing trade are better for
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monopobsts than those of declining trade
But 1t 1s obvious that i order to estimate the power of indus-
trial combmation we must make the distinction between mono-
polised goods which can, and those which cannot be reproduced,
for instance, machinery can be reproduced and iron ore cannot
In regard to the first, seling-monopoly 1s usually not of great
stability In most industries outsiders can easily set up enterprises
which can sell below the monopoly price, and they wall do so,
especially m trades where business 1s growing  But one great danger
anises here  The combine may be able to sell below cost of production
for such a length of tune that the outsider 1s crushed at the begin-
ning  Only State control over industry can prevent thus It may
do this either by gving such financial assistance to trustworthy
people that they can successfully compete with the combmes, or
any other economic or legal measures Such arrangements may be,
to cut off the supplv of raw products or to encourage foreign com-
petition {in the case of a national combine) by the establishment
of free trade The State 1tself may, of course, take the réle of a
competitor, 1f that 1s thought wise, as 1t mav be the case in industrnes
of very advanced concentration The very fact that 1 such cases
outstders will find legal assistance will, to a very large extent, prevent
the formation of such combmes Here we have come across one of
those cases of State interference which were referred to mn the
preceding chapter

Unfortunately, space does not allow us to deal here with the
argument that Hermann Levy has brought forward agamst the
device as expounded in the foregoing paragraphs He pomts
out that outsiders need so large a productive capaaty n order to
compete successfully with big combimes that, even 1f they can
break the monopoly power of the combine, the total productive
capacity will be so far above the demand that it will mean the run
of both the conbine and the outsiders But it may be pointed out
that the presupposition itself 1s valid only for a few industries and
that the conclusion 1s at least doubtful for timesof increasing business
There are, in addition, several other points of entiism which may
be discovered if one goes more deeply mto the details of the process
of such competition betwecn a trust and outsiders We cannot,
however explain them here 1n detail .

The goods which cannot be reproduced mav either be easy of
access or ot so - The land belongs to the first type, 1ron and ol are
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examples of the second Combmes which have monopolised these
goods are actually dangerous, because they may control the so-
called onigmnal production In regard to the land we have stated
the way to break the monopoly Can the same method also be
appled to the second kind of non-reproducible goods ?

Theoretically there 1s no difference Throw so many oil-fields
or won-ore areas open that the supply 1s always greater than the
demand By this means the value of these fields will become zero
All the conclusions which have been drawn in Chapter II with
regard to average agricultural land will be vahd 1x this connection
But miming differs practically from agriculture m respect of the
fact that the first demands the mvestment of much more capital
than the second

If all farmers could form a ring and sell above competitive prices
many outsiders might comparatively easily settle on free land and
undercut the monopoly pnice But 1t 1s not so easy for an out-
sider mmining, as he cannof settle without the mvestment of much
capital and the estabhshment of a complicated plant Here agam
State interference 1s necessary, such as financial assistance to
outsiders (whether they are mdividuals or compames or workers’
associations or State authonties) Thus in certain cases the whole
enterprise may be owned by the State, though the State need not
be the admumstrator of the same But if the State has financial
control over the outsiders, the authonties will be able more easily
to prevent the formation of an all-embracing trust Here again we
may say that the very fact of a trust not being able to keep up
pnces will largely do away with the incentive to form suchacombine
State interference still remains as the last resort, and only exper-
1ence can decide how far such mterference will be necessary

We have thus shown that selling-monopolies can be broken by a
measure which allows State control wathout the complicated bureau-
cracy of a State industrv, a measure which reduces State inter-
ference to a mummum and guarantees the highest efhriency by
means of free competition
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CHAPTER VL
TAXATION OF LAND VALUES,

19

TrE school of economists that bases its theories on the work of
Henry George has very boldly put forward a sunple proposal as the
remedy for the present injustice in the economc world.

We may give to their argument the followmng form

(1) Income which arses out of land values 1s unearned income
and therefore not justified. The nse n land values 1s due to the
community and therefore justly belongs to 1t

(u) Enforced enclosure of the land has given a value to the
average agncultural Jand which exists m abundance and 1t has
therefore also inflated the value of other kinds of land

() Land speculation in rural and urban distnicts has accom-
plished this process of inflation and has allowed enormous unearned
income from land values

(v} The only remedy 1s the full taxation of land values That
means that everyone has to pay as a tax the full annual valueofthe
unimproved land This measure will be at the same time just and
economically efficient

(v) The land tax cannot m the long run be passed on to the
consumer, so that the taxation of land values will break the land-
monopoly (enclosures will be too costly to be kept up) Consequently
the buying monopoly m regard to labour power will disappear and
with 1t unemployment, etc

{(v1) Thus tax will be the single tax, 1ts amount bemng so great
that no other tax will he needed

(vu) There 1s a dufference of opinion as to whether this tax shall
at the begmning be levied at low rates and nse m time to the full
annual value, or whether the full annual value shall be paid at
onoee

The adherents of thus theory press so earnestly for reform and
their proposals, once carried through, would endanger the present
system so much, that they have not found many fnends among
academic economists This speaks all the more 1 favour of our
examuning thewr proposal very closely,
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Let us consider their argument pomnt by point Surely, income
from land values 1s unearned income and therefore not justified
Surely, 1t 1s m principle nght to conclude that, as land values are
created by the commumty as a whole, these values ought to belong
to the community We notice further that Henry George has
nghtly recogmsed that artifictal enclosure and land speculation
have mnflated land values :

But three questions remam open

(1) How 1s the land tax to be imposed ?

(n) Will 1t break the present land-monopoly ?

1) Will 1t be a single tax ?

Firstly, what would be the effect of a land tax imposed at once
at the level of 100 per cent of the annual value ? Such a sudden
change of the whole system would shake the very foundations of
economic hfe, mflated fortunes and mcomes would break down
and m therr fall they would probably drag the income of the workers
and of the farmers mto the abyss Therefore, even if an escape
from complete disaster were possible, 1t would be along hines that
would mean a narrow escape and the creation of unnecessary
difficulties

We are, therefore, led to consider an arrangement by which the
land tax grows m certan mtervals through a certam penod, before
1t has reached the total amount of the annual value of the land
But we must note three things *1

(1) At the beginning such a land, tax could by no means be univer-
sal Small-holders, for mstance, who hve now almost on the level
of starvation (though they may have comparatively fertile or
favourably situated land)or settle after the break-up of the enclosures
will be worse off, if land taxes are substituted for the present taxes
(especially as no income-tax 1s paid on small incomes under the
present order) They may even become bankrupt In these and
similar cases exemptions will be necessary.

(1) The more the tax approaches the full value of 100 per cent of
the annual value, the more difficult will 1t be to prevent wrong state-
ments 1n regard to the amount of tax to be paid The number of
cases m which the valuation is challenged, and in which therefore a
special investigation 1s necessary, will ncrease It 1s not always
easy 1 practice to separate land values from those of improvements
or of special methods And the nearer we approach to the full
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annual value of the land the more do errors in judgment weigh

(1) It 15 also dufficult at the beginning for large masses of small
landowners to see that they will be benefited in the long run by the
full land-tax Nor 1s 1t certain that those who advocate this measure
will ever be able to have a propaganda platform at thewr disposal
from which they can reach the discontented who do not see what 1s
to their benefit Therefore the opposition agamnst the proposed
measure may be greater than necessary

Secondly, will the land tax break the land monopoly ?

Undoubtedly the big landowners can neither keep up the enclosure
for a long time nor can they in the long run pass on the tax to the
consumer But are we so sure that, in a country hke England, the
mnmediate result will be to free the land? To put the tax on to
the prices of the products 1s possible at the beginming And 1t 1s
not at all certamn how long 1t would take new producers to put on
the market enough products to bring down prices to their previous
level One can hardly assume that the taxation of land values will
break the enclosures and at the same tune presume that the land 15
already free for more settlers

But apart from that, the further question anses Are we sure
that the big landowners will willingly give up their monopoly
power? Is it not much more hkely that the landowming and
capitalist class, assisted by those smaller landowners who fear to
suffer, will unite > Will they not oppose the measures which en-
danger therr supremacy and refuse either to pay the tax or to give
up the land ? * As a result expropnation and division, as suggested
mn former chapters, would be the natural consequence

Thirdly, the question as to whether the land tax will be a smgle
tax 1s not much more than a matter of speculation But, apart from
the fact that we are not sure of the amount that 1t will bnng, we
have to consider that unearned mncome may also arise from other
sources than the land and that such unearned income ought also to
be taxed In regard to the amount, we must not forget that average
agricultural land will have no value after the break-up of the en-
closures and therefore will bring no tax So that the tax which
can be drawn from agricultural land cannot amount to a very high
sum  The breaking up of monopoles will check the enormous and
rapid extcnsion of big cities  Thus, a land speculation will cease,
and urbau land (as far as 1t 1 used for dwelling-houses and shops)
will lose enormously i value 'We do not deny, of course, that a land
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value tax will have a certain result, perhaps even an increasing one,
but whether it will be sufficient to cover the expenses of the State
f10 one can say

We may sum up our argument and draw the necessary con-
clusions  We are not opposed to a land-tax and agree that justice
demands 1t

But we do not think that this measure alone will be sufficient to
estabhish justice in mdustry There are three reasons for this
concluston

(1) At the moment of 1ts bemng put mto operationit will create
nneucesssry resistance among large masses, which 1s especially
dangerous at the beginning of a new order

(u) On the other hand, it 1s not sure to bring about the desired
result of improving the situation of the working class in the shoriest
possible fime )

(1) Certam problems connected with the land tax (percentaeg
and 1ts mcrease, total amount, exemptions, etce ), can only be solved
by long expenence Therefore 1t 1s not possible to advocate the
land-tax as the remedy to solve the economic problem

But even if these reasons were not worth taking into consideration
the brutahty and unscrupulousness with which the present exploiters
defend thewr supremacy, makes enforced expropriation as necessary
as enforced occupation was necessary to estabbsh the present
monopoly However, within certain lunits the land value tax
may be of nse for the soctalist govérnment from the very beginning
If .mposed on big landed property, 1t may help to find out the big
estates to be expropriated For those landowners will first be
expropriated who do not pay the land tax

Our suggestion t9 begin by expropriating and offering more land
than 1s demanded, leaves the way open for a thorough apphcation
jater of the nght methods of taxation



CHAPTER VIT
OVER-POPULATION AND OVER-PRODUCTION.
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ReasoN demands that we should ask ourselves over and again
whether we have built our system on a sufficiently sound basis Is
1t really possible to open the way to the unhmited progress and
wealth of the working class by such simple measures as the breaking
of the land enclosure and selling monopohes ?

Is 1t not possible that over-population will soon put an end to
the process of mcreasing employment, wages and wealth ? May 1t
not be that all the land will be occupied and the masses will be
crowding agamn into the towns, creating a surplus supply of cheap
labour ?

Or 15 1t not possible on the other hand that the application of
modermn methods and moderm machmery will lead to an over-
production of commedities?> May 1t not be that the market 1s
again glutted with goods which do not find buyers, so that large
masses of workers are contmnually thrown out of employment,
either 1 agniculture or 1n town industries ?

Let us consider the first of these two dangers, that which concerns
over-population We have already shown that there 1s much more
room on the land m England than 1s needed by those who live there
now We could add here, that the same argument 1s even truer
mn regard to other countries than 1t 1s in regard to England And
if we suppose that a farmer’s family needs an average of forty acres
to make a living, we presume that the present methods of agniculture
will be applied But increasing competition in regard to land and
to products will lead to the invention and apphcation of new methods
which will make agneulture more sntensive  Therefore the average
amount of land needed will decrease with increasing population
and more land can be released for more settlers, if necessary by
further State mterference But let us suppose even that after a
certain period—surely a long one—all land and even that of n-
fenior quality were occupied by farmers tiling just sufficient land
What would happen? People would have to find employment n
towns How many cculd enst there without being unemployed and
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therefore endaﬁgerecf by starvation or exploitation ?

This may be determined very exactly Those who bring ongmnal
products to the market, farmers, for mstance, exchange these for
other commodities They exchange that part of their produce that
they do not consume If the farmers consume, say 10 per cent of
their produce they exchange 90 per cent and that means that each
of them supplies the food for nine people who do not make their
hving by farmmng In that case the mdustrial population mn a
country which 1s not employed 1n origmnal production, may be nine
times as big as the agricultural one
An mcrease m town wmndustries will mean an increased demand for
agncultural products If all cultivable land 1s occupied, the stimulus
to mcreased production on the land will bring about the application
of methods which will mcrease the amount of food produced per
mdividual engaged m agniculture Consequently, a farmer will
consume a smaller precentage of what he produces than before, say,
only 5 per cent He wall therefore exchange 95 per cent of hus
produce and supply nmeteen people who are employed in other
industnies  The degree to which improvement of methods 1s possible
15 unknown and so is the limit of human desires  So therefore also 1s
the himit to the population which can be sustained by world economy

So remote 1s this hmit, that it may be left out of all practical
consideration  Over-population 1s something similar to the death
that threatens human Lfe on thf earth by the decrease of the
heat of the sun

-
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What of the second danger, which concerns over-production ?
It must be noted that there are many checks upon the operation of
over-production -

These may be enumerated as follows

(1) Many more goods will be directly consumed i soctalist market
economy than is now the case Consequently much less wealth wall
be invested m new means of production  Thus will be so, because the
mcomes of all mdividuals will be much more equal than they are now

{u) Industnes i which more 1s produced than can be consumed
will have to hmit production by closing enterprises partly or en-
tirely much sooner than now This must be so because they will not
have the big extorted surplus-value at their disposal, by means of
which they can mcrease over-production for a long time Con-
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sequently the level at which as much 1s consumed as 15 produced
will be reached sooner than under present conditions

(w) The workers who are thrown out of one industry can either go
to the land or find employment 1n other industries under normal
conditions of socialist market economy So long as this way 1s open
they wull not offer cheap labour nor allow the employer a monopoly
profit which he can use for further increase of production

(v) Furthermore, where a shortage of labour exists and where
consequently the workers determine the conditions of mdustry, the
mvention of more efficient machinery will often lead to a decrease
n the working hours mstead of a decrease m the number of workers
Thus the total amount of produce does not necessarily grow

(v) And even if there 15 no longer a market for an ncrease of
the proaucts of any mdustry whatever, so that no mdustry can
employ more workers, the danger 1s not so great 5o long as there 1s
enough land avalable for everyone to grow his own vegetables, no
one need starve The individual can thus fall back on the land and
diminush the pressure on the labour market .

(v1) But human interests are almost unlimited with increasing
opportunity to satisfy desires, these desires grow and new ones anse
So far only a small class of privileged persons have been able to
expenence this  If the monopolies are broken, the workers will be
I a position to satisfy more of their desires

W e have thus shown that over-production and therefore industnal
cnses are as unlikely as 15 over-population  More than that, no other
system of economy, not even collectivism, can remove these

dangers as automatically ~nd as thoroughly as socialist market
economy

CHAPTER VIII
THE SOCIALIST COMMONWEALTH
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O~ cE again those who love mankind most, and want to see 1thappy,
may raie their voices and say  ** Is that all you have to offer > We
want to <ee human bemngs hving Lke brothers, stnving for one
comiron aim in a freer and happier world thus promoting unuversal
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uphftment and the reabsation of hugh 1deals And your offer 1s an
economic system m which people compete with each other, cal-
culating prices and wages, selling and buymg products and under-
bidding each other. Your system 1s a sort of calculus, where human
bemngs are dealt with hke numbers and where their actions are
predicted Like the movements of inanimate bodies  If that s all you
have to offer, we pity you, who want to turn all human beings mto
just such machines as you yourselves are ™

We answer to this reproach  Yes, that 1s all we want to achieve by
our economic system For love 15 a free gift and friendship and
co-operation are free relationships No system in the world can
bring them about A system is something that establishes certain
mstitutions and ways of action, and all who hve under such a system
are forced to go these ways. But where you are forced to love and
befriend each other there 1s no room for love and friendship, just
because these are free gifts, It 1s because we are nof political
machines that we have no mtention of forang love and friendship
mto a system It 15 because we want to see these hugher 1deals
reahised that we challenge the right to 1mpose substitutes for them
from above
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But why then have any system at all? This pamphlet s called
** Justice m Industry” It 1s for the sake of justice that an economic
system needs to be established It 1s just that the nghts of m-
dividuals should be protected against encroachments and especially
aganst exploitation  Institutions are needed to secure for all equal
opportumties of acquurmg wealth  That 1s the reason why socialist
market economy 1s demanded As monopolies are a check to equality
of opportunities they must bedestroyed These monopohes have been
established by the mterference of non-économic power with the
economic process. Those whohad the power to make the enclosures
and dnve the poor from the land, had legal power Those who now
exploit the workers and consumers still have legal power to do so
Evut 1n order to secure justice in mdustry the legal power must be
put into the hands of the just, and for that purpose 1t 13 necessary
to establish the Just State One of the first steps of the just govern-
ment must be to carry through a sound economic pohicy In
* Politics of Reason™, Number 1, we have dealt with the Just State
more 1n detail We can here only refer fo it in passing
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The function of economic nstitutions 1s sumply to mahe the way
free for progress Progress 1s only possible if all individuals have
equal opportunity to follow thewr own convictions and make their
own choice, and the same 1s true of co-operation in mdustry Where
no capitalist explottation exists, those who want to co-operate can
freely work together for one common aim And they can freely
choose their comrades on the way Whoever wants to go hus own
way can do so as long as he does not interfere with the nghts of
others It 1s just this nightful claim of the worker to direct lus own
hfe which cannot be respected as much under collectivism as i
socialist market economy  This 1s the main reason why collectivism
does not fulfil our requirements as to a reasonable order of economy

If the danger of poverty and starvation 1s removed, man can
fully develop his hugher qualities ard capacities Frendship and
unselfishness will be freed from the pressure of distress New forms
of industnal orgamsation may be expenimented with and developed
by men who are working themselves up, slowly but steadily from
the swamp of misery and undeserved suffering  But here we leave
the field of economucs far behind and find ourselves i the mudst
of 1deals of education  The sociahst Commonwealth towards
which we are striving is possible only when the Just State has been
*stablished 1t 1s possible only when the nght education grows on

' » so1l of just economic conditions and when the morality of the
i+ =5 has 1ts foundations 1n the justice of public mnstitutions
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