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PREFACE

THis book has grown out of my work during the past
three years as a member of the National Executive
of the Labour Party.

The political events of 1931 have led the Labour
Party, through electoral defeat and through a passing
phase of discouragement and self-distrust, to a new
and more vigorous life. In 1934 we have regained
.confidence in ourselves and, as the by-elections and
the local elections show, we have regained the con-
fidence of at least as large a number of the electors
as in 1929, hitherto the high water mark of our
advance.

Those who speculate on the results of the next general
election are only divided as to whether we shall win
a clear majority in the next House of Commons, or,
falling a little short of this, shall constitute a powerful
Parliamentary Opposition, needing, for that majority,
only a relatively small access of further strength.

There is to-day a widespread interest in the Labour
Party’s policy, both domestic and foreign, and a grow-
ing desire, often in most unexpected quarters, for a
Labour victory at the polls. )

Since 1931 we have been engaged in thinking out
our policy afresh, in greater detail than ever before,
and in relation ‘to the present needs, national and
international, of these troubled days. As a member
of the National Executive of the Party, and of its
Policy Committee, I have had, together with many
others, some share in this thinking and some personal
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viii PREFACE

responsibility for its results. Three years' work cul-
minated in October, 1934, at Southport at the Annual
Conference of the Party, which accepted the Execu-
tive’s proposals For Socialism and Peace. This docu-
ment, with others which it summarises, contains the
marching orders which a Labour majority would take
to Westminster, and Labour Ministers into their Depart-
ments. It represents the deliberate will of our Party,
the basis of our next appeal to the country, the pro-
gramme of our action if that appeal succeeds.

I claim for this book no official authority. It is an
individual contribution and I have not hesitated to
express my personal opinions and sometimes to em-
phasise them. But, on essentials, the programme
which I advocate is that which the Labour Party, at
its last three annual conferences, has approved. If
any of my readers are curious to know how closely I
stick to the official texts, they have only to read the
latter for themselves.--= ==«

Within the La‘mer I”a:rfyi d’unng- {hese three years
there has beest @shéalthy stir of idéfi% arid some internal
controversy,” Miuch. more,. indéed,’ tha.n.ln the Mac-
Donald—Snpwaen era. This is as it ‘should be. A
political pagty, without such” stitrings-1s «drowsy unto
death. But'a.pjrty which spends toodong on introspec-
tion is out of healgx and shyrking ifs. duty, which is to
go forth and conquer the greatéf-world outside itself.

First we must persuade the electors to put faith in
us, and then we must justify and strengthen that faith
by effective action.

The balance of this book is not the same as the
balance of importance of the questions treated. Some
of the most important of these I am fully conscious of
having treated very summarily. The limits of space
and time, under which I have been working, have helped
to make this inevitable. And, just because this book
is an individual contribution, not an official pro-
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gramme, I have felt free to write at greater length
where I thought I had something fresh to say, more
shortly where the ground has already been well covered

by others. .
HUGH DALTON.
ALDBOURNE,

WILTSHIRE.
January, 1935.



PART 1
INTRODUCTORY



CHAPTER 1
THE BACKGROUND OF BRITISH POLITICS

“ ENGLAND is different,”” a curiously remote island,
cut off from Europe by a little ditch of sea water
which, except mentally, has ceased to be a barrier,
either in peace or war.

* For one who spent in Paris the greater part of
the six months which succeeded the Armistice,”” wrote
Mr. Keynes in 1919, ““ an occasional visit to London
was a strange experience. England still stands out-
side Europe. Europe’s voiceless tremors do not reach
her. Europe is apart and England is not of her flesh
and body.” It is still true. And again: ‘" an Eng-
lishman who took part in the Conference of Paris . . .
was bound to become, for him a new experience, a
European in his cares and outlook. There, at the
nerve centre of the European system, his British pre-
occupations must largely fall away and he must be
haunted by other and more dreadful spectres.”” * The
spectres are there still, growing a little grimmer year
by year. But too few Englishmen are haunted by
them, If more saw them clearly, we might drive
them off and save our island, and Europe, and the
Outer Continents as well, from fear of dreadful dooms.
But here I touch foreign policy.

The nature and conditions of British home politics
are difficult for foreigners, and even, it seems, for
some British circles to understand. From cloistered

1 E ic Conseg of the Peace, pp. 2-3.
3




4 INTRODUCTORY

coteries visibility of the outside world is poor, whether
from Carlton Club or Communist Cell or Highbrow Hall.

England is different. But how?

Pictures of national characteristics can only be
painted with a broad brush, and I am concerned here
only with qualities which bear on politics. Perhaps,
if not thus limited, the picture would flatter us less.
The British people, in the mass, differ from many
others in their distrust of logic and distaste for doc-
trine ; their cult of the practical and their gift for
compromise ; their sense of humour; their interest
in sport; their sense of what they call “ fair play,”
a term notoriously hard to translate into foreign lan-
guages ; their capacity, gained through long practice,
for all forms of self-government, including the art of
running every sort of voluntary organisation; their
dimness of class-consciousness, alongside their tendency
to snobbishness. To talk or act, in politics, as though
these qualities were not widespread among us, is to
court rebuff.

Typical of us was the football match, played in a
seaport town during the general strike in May, 1926,
between the strikers and the police. It is related
that a French journalist, sent across the Channel
by his paper to report our bloody revolution, found
that the only important item of local news that day
was that the strikers had beaten the police by two
goals to one. He took the next boat back to France,
exclaiming in disgust, “ You English are not a serious
people ! ”*

Football, it might be held, is one of the clues to our
national character. Those who play it, or watch it,
or “ follow " it from afar, are a large percentage of
the British electorate, some part of which treats an
election just like a football match, and backs its fav-
ourite team, and cheers it on, and wears its colours.
Our taste for sport is a clue to our political pacifism.
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We prefer throwing cricket balls to throwing bombs,
and kicking footballs to kicking political opponents
lying helpless on the ground. British political con-
tests are generally strenuous, sometimes bitter while
they last, often crude in their methods, often discourag-
ing to those who love truth more than victory. But
it is significant that one of our unwritten rules, which
is seldom broken, is that rival candidates shake hands
after the declaration of the poll, as after a sporting
contest.

By contrast with some other countries, we have
succeeded so far in keeping our politics free from
deep personal hatreds, clean from the murder habit
and from other extreme manifestations of bestiality and
hysteria, I doubt whether in any other country a
general strike could have lasted nine days, and a
miners’ lockout six months, without bloodshed. We
have much to learn from many foreign countries, but
less about the decencies of politics than about most
other forms of human activity.

It is not surprising that neither Fascism nor Com-
munism has struck easy root in our soil. Both preach
violence or, by a quibble, proclaim it as inevitable.
Thus both offend our instinct of political pacifism.
Both are too weak to win even a single seat in Parlia-
ment,—the Fascists, hitherto, too weak even to have
a try. Neither a Saklatvala nor a Mosley seems to
find his spiritual home in British public life. Both
speak like strangers in a foreign land.

Political murder gangs became social institutions
after the War in'Germany and Italy. Communists
and Fascists murdered each other daily in the streets,
and often murdered peaceful citizens as well, until
between thern they had murdered Liberty. In both
these countries it was Communist violence which pre-
pared the way, and made the atmosphere, for the
triumph of Fascist counter-violence. And the failure
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of the constitutional parties of the Left to act boldly,
or to attract the young, made this triumph easy. The
Russian case was different. There Communism con-
quered chaos, in a land which had never known Liberty.

The only serious lapses in recent times from British
political pacifism in home affairs have been, not in
this island, but in Ireland. And the sequel is tha¢
Ireland, apart from its Northern province, is no long..
part of our home affairs. But it was a growing sense
in Britain of outraged political decency which stopped
the exploits of Mr. Lloyd George’s Black and Tans,
and compelled the negotiation of the Anglo-Irish
Treaty.

The earlier lapse was when, once more in Ireland,
politics became militarised through the formation of
rival private armies, Orange and Green. Sedition in
Ulster, the miserable weakness of the Liberal Govern:
ment, counter-sedition in the South of Ireland, Tory
attempts to seduce the British Army. These wert
the successive scenes in the drama, which on the eve
of the Great War was moving to its climax. Some
think it loosed that war. They argue that the Germar
Government plunged, calculating on our enforced
neutrality in Europe, with civil war raging in Ireland
and part of the Army refusing to obey orders. I
this be so, Carson and his Tory friends bear a burder
of moral responsibility beyond all human reckoning
With the outbreak of war, the curtain fell on ow
home drama. Once again England, and Ireland too,
was different from foreign expectations.

No British Government should ever permit the
militarisation of our politics. Private armies, if ever
and by whomsoever formed, should be suppressec
without hesitation, as recently in Sweden and ir
Denmark, in both cases by Socialist Governments
defending democracy and domestic peace. Arms anc
military drilling should be a monopoly of the Armec
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Forces of the Crown. Private enterprise in this field
is equally repugnant to civic Loyalty and to Socialism.

It is open to any political party to seek to persuade
the British people to accept proposals for peaceful
change, however far-reaching. The British Labour
Party has put forward its proposals. My object in
this book is to expound them.

Whatever may be true of other countries, I believe
that here it is possible to make a peaceful, orderly
and smooth transition to a better social order; * and
that, with a working Labour majority in the House of
Commons, five years of resolute Government could
lay the foundations of that order. Thereafter, at
the next election, the people would be free to choose’
whether or not the work of Socialist construction
should continue.

The two great enemies of the Labour Party are
apathy and panic-mongering. * You’re all alike,”
says the tired woman in the mean street to the can-
vassing candidate, * you all make wonderful promises
at election time, and then do nothing for us when
you get to Parliament.”” Too often in the past she
has been right.

1 In support of this belief I can cite Karl Marx, wiser in
this respect than some latter-day Marxists, He knew from
personal experience that England was different. Driven from
Germany as a political exile he found refuge here, lived,
worked and wrote here, and lies buried at Highgate. He
formed the opinion that though, in most countries, Socialism
could only come by violent revolution, here it was otherwise.
‘We must recognise, he insisted, that national characteristics
were not uniform. Some countries—England, Holland and
the United States of America among the number—bad a
tradition of political freedom and a Parliamentary climate,
which made possible the achievement of Socialism, without
violence, by democratic Parliamentary methods. His views
on this point are well brought out in a pamphlet on Marxism
by A. J. Williams, published by the National Council of
Labour Colleges.

P.S. B
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Politics, both in a democracy and under a modern
* dictatorship, is always in danger of degenerating into
Ordeal by Oratory. And oratory, as Froude said, is
the harlot of the arts. The divorce between words
and deeds tends to discredit all political activity. It
is easy to stand braying on a platform, drawing cheers
by mouthing big phrases. But some who listen will
have doubts. We of the Labour Party can help to
restore meaning and sincerity to politics, if, when our
next chance comes, we perform what we have pro-
mised, and if meanwhile we promise only what we
honestly believe we can perform. Success in perform-
ance would kill apathy.

Panic-mongering is our other enemy. When first I
stood for Parliament, I believed that the electors would
vote on a rational comparison between party pro-
grammes. I was soon undeceived. Bogies were con-
jured up, to scare the credulous. In my second con-
test a leaflet was issued by my Conservative opponent
suggesting to the electors that, if I was returned, all
churches would be burned down, and all copies of the
Bible destroyed.

Panic, running in subterranean streams, defeated
our candidates in 193r. Millions of electors feared
that, if we won, the pound would be worth less than
a penny and that their small deposits in the Post
Office Savings Bank would disappear. High authori-

* ties, including Messrs. MacDonald, Snowden and Runci-
man, shamelessly fed these fears. Likewise in 1924
panic defeated many of our candidates, because a Mr.
Zinoviev was thought to have written to some obscure
correspondent in this country a vaguely threatening
letter. Panic-mongering will be tried again by our op-
ponents. Terrible tales will be told of our intentions,
which, therefore, we must make clear and well under-
stood beforehand.

I pass now to consider briefly some important fac-
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tors in our British situation, in their relation to the
peaceful achievement of Socialism.

First, the Crown. ‘I have no fear of the Royal
Family,” writes George Lansbury. * They have
shown their willingness to accept the nation’s will too
often to allow of any doubt on that score.”’®* I
would never lift a finger,’’ said the late John Wheatley,
* to change this country from a capitalist monarchy
into a capitalist republic.”” In this country, as in the
British Dominions, we have acclimatised the Crown
to the growth of democracy. The Scandinavians have
done the same. So have the Belgians and the Dutch.
Elsewhere there have been failures.

Many years ago, I heard a Liberal Cabinet Minister
propose the Royal Toast in these words: * We are
the descendants of the men who turned the Kings of
England into constitutional monarchs, and therefore
we are loyal to the Throne.”” Those words have stuck
in my memory. The Labour Party, too, is in that
line of descent.

The corridors of the Houses of Parliament are
decorated with many scenes from our Civil War when
Parliament first beat the King, and then beheaded
him ; and with an earlier scene, King John coerced
at Runnymede, sitting in the rain, his Crown awry.
Members of Parliament, of all parties, show these
pictures to visiting constituents. They frame the
history of our political liberties.

But the Crown is no longer, as when John or Charles.
wore it, a Party emblem. There is to-day no Repub-
lican Party in this country, and nowhere any visible
or audible hostility to the Throne.

This is a recent change. The earlier Georges com-
manded little respect. And the young Queen Victoria,
just after her accession, was hissed at Ascot by a
wealthy Tory crowd, because she had refused, in spite

A My England, p. 23.
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of all the blandishments of Peel and Wellington, to
give up her Whig Ladies of the Bedchamber, and to
instal Tory ladies in their place.

Later it was only Gladstone’s forbearance, in face
of the Queen’s undisguised aversion, that prevented
the growth among Liberals of Republican sentiments.
Even so, Joseph Chamberlain, after the French Revo-
lution of 1870, said publicly that * a Republic must
come soon in this country’’, and his friend Dilke
carried on frank Republican propaganda from within
the Liberal Party. Again in 1910 there were mur-
murs among Liberals of a rising storm, when it was
falsely reported that the King had refused to promise
to create new peers sufficient to overbear the resist-
ance of the Lords to the Parliament Bill. An election
was threatened on the slogan, “ the King and the
Peers against the People **, and there was talk in the
National Liberal Club of a Republican demonstration
in Trafalgar Square. On the other hand, the Ulster
gunmen and their Tory allies in this country rebuffed
the efforts of the present King, on his accession, to
find an Irish compromise. It was an Orange orator
who threatened in a public speech to* kick King
George’s crown into the Boyne ™, unless the Home
Rule Bill were withdrawn; and it was Joynson
Hicks, later renamed Lord Brentford, who yelled
at the Armed Forces of the Crown, ‘ fire and be
damned!’’ This is a black chapter of Tory dis-
loyalty.

The Labour Party has never adopted such attitudes
towards the Throne. Yet for all democrats loyalty
‘to the Crown is conditional on the Crown’s loyalty to
constitutional usage. If, contrary to all recent ex-
perience, this became doubtful, sentiment would soon
change. The almost mystic halo, which now sur-
rounds the Crown, would quickly fade. The cheers
which now, even in the most depressed areas, greet
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any member of the Royal Family, would be mixed
with other cries.

The most disloyal subjects of the Crown are those
who seek to make it partisan, including those who
run about behind the scenes pulling political wires
that were best left untouched, trying from Royal back-
stairs to queer the pitch for Ministers or their policies.
It was suspected in some quarters that such busy-
bodies were at work in 1931 against the Labour Govern-
ment. These rumours left a nasty taste behind.

If ever such intriguers should succeed in pushing
the Crown into open partisanship, or even rouse serious
suspicions of its political neutrality, they will shake
its moral authority, and split British opinion down a
new line of cleavage. A political party, which had
the open support of the Crown against its opponents,
might win the first round. But it could not count on
winning the second, and it would have undermined,
perhaps fatally, the Crown'’s stability.

To-day the Crown is honoured and safe, because it
stands above the battle, respecting electoral verdicts,
welcoming Ministers, whatever their policy, who are
supported by the House of Commons, and acting con-
stitutionally on their advice.

Like the Crown, the Civil Service should be politic-
ally neutral. It should be the loyal servant of th
Government of the day, whatever its political colour.
I believe that such loyalty can be counted on, by a
Labour Government not less than by any other. My
experience at the Foreign Office from 1929 to 1931
supports this view.

If, in particular cases, it should prove otherwise in
future, there should be bumps and promotions. Some
Socialists fear that, especially near the top of the
service, class prejudice will show itself obstructive
towards great changes. If so, the remedy is simple.

It is important to preserve the right relationship
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between Ministers and officials. The Minister should
tell the officials what his policy is. He should not,
on large issues, ask the officials what to do. He
should tell them what is to be done, and ask them
to advise how best to do it, what difficulties stand
in the way, and how these can most effectively be
overcome. Otherwise civil servants are placed in a
false position, that of civil masters.? At the Foreign
Office, on Mr. Henderson’s instructions, I circulated
to all Heads of Departments, for their information
and general guidance, copies of Labour and the Nation,
the programme on which we had won the election.
Thereafter there could be no doubt inside the Office
regarding our principal objectives and, with the loyal
and skilful help of the officials, we reached all those
laid down in our election programme, except one, a
general Treaty of Disarmament. On this we were
focussing our preparatory efforts when the Govern-
ment fell.

" Just as civil servants should not be asked to settle
‘policy, so they should not be asked to defend it in
public. They should not, for example, be the spokes-
men of the Government at international conferences.’
This is work for Ministers, or their political supporters.

Some minor weaknesses in our Civil Service there
may be; a tendency, which politicians should have
checked, for a few high officials to take too much upon
themselves ; a tendency sometimes to run in ruts, and
to exaggerate difficulties; some excess of Depart-
mental self-consciousness ; some slowness in all inter-

t Mr. Lansbury (My England, pp. 142—3) gives a vivid
account of the meetings of the Second Labour Government's
Unemployment Committee, with Mr. Thomas in the chair,
“ in a sort of semi-dungeon high up in the Treasury Offices.
We were surrounded by the reputed élite of the Civil Service.
. . . There was always present one faithful watchdog of the

reasury, who . . . could always be counted on to find good
and excellent reasons why notbing should be done.”
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Departmental mechanisms; occasional honest in-
capacity, especially among the older men, to change
direction readily when policy changes; a tendency,
much more marked in some Departments than in
others, to damp down initiative in the junior ranks,
Such weaknesses as these may be largely remedied
by active political chiefs. A Minister who takes pains
to become acquainted with the personnel of his Depart-
ment, not merely with a few senior officials, can
redistribute duties and promote good men freely, not
following seniority slavishly, but giving recognition to
keenness. and ability. Redistribution of duties is,
easier, the wider the range of effective mobility. We
should seek to widen this range in all branches of the
public service. The fusion of the Foreign Office and
the Diplomatic Service since the War is wholly healthy.
A further fusion, to include the Consular Service as
well, would be better still. As Mr. Harold Nicolson
puts it crudely, this would make ‘‘ more jobs for the
efficient, more pigeon-holes for fools *’. More frequent
interchange between the Colonial Office at home and
the Colonial Service abroad, between the staffs of
Departments such as the Ministries of Education,
Health and Labour and of the Local Authorities which
they control, and between the staffs of different Gov-
ermnment Departments, would similarly be advan-
tageous. It would quicken the circulation of ideas,
extend individual experience, and dig men out of their
ruts. With improved methods of recruitment for
the staffs of Local Authorities, such as Sir Henry
Hadow’s Committee have recently recommended, and
with the creation of a National Planning Authority
and of an increasing number of Public Corporations
and other public enterprises, such interchanges, given
the will to make them, will become much easier,
There is a further point, especially important, in my
judgment, fora Labour Government. Ministers should
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often take with them into their Departments, not only
Junior Ministers whom they are prepared to trust
and use,® but other persons, in whom they have
confidence and who have special knowledge of the
problems of the Department and of the Party’s policy
regarding them. Mr. Henderson did this, with excel-
lent results, at the Foreign Office. And some of Presi-
dent Roosevelt’s Ministers have done it, with great
success, in Washington, though in America the lack
of a permanent Civil Service comparable to ours alters
the problem.

In this country the function of such outsiders would
be to assist the Minister, and to co-operate with,
rather than to replace, the permanent officials in pre-
paring and carrying out policy, and in suggesting
ideas. Such outsiders must possess tact, as well as
knowledge and energy. But, given these qualities,
they would be a healthy leaven in the bureaucratic
lump. They need not, and often most conveniently
would not, be Members of Parliament. Nor, of course,
would they become permanent Civil Servants. They
would come in with the Minister and go out with him.

How far and how fast a Labour Government could
move, within the lifetime of a normal Parliament,
would depend on the size of its Parliamentary majority,
on the volume of support behind it in the country,
and on the personal resources of the Party in courage,
energy, knowledge and skill. There is, I believe, a
tremendous and sustained support waiting, in nearly
every section of the community, including the so-called
‘“ technicians >’ and the professional middle class, for
a Government that will show fight against poverty
and unemployment, and delay and muddle, that will
act boldly, and get things done. The great majority

1 Not, as sometimes happens, Junior Ministers who are
planted on them against their will, and whom they treat as
ciphers.
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of the British people will judge policy, not by precon-
ceptions, but by results.

We shall, of course, meet obstinate resistance from
powerful and selfish vested interests and from clever
tacticians among our opponents. But, if we hold a
strong and steady popular support, and if our leaders
decline to be either intimidated by High Finance or
seduced by High Society, such resistance can be peace-
fully and constitutionally overcome. I discount
heavily, in this common-sense and politically mature
country, all panic talk, whether from Right or Left,
of an “inevitable crisis,”” and all theatrical night-
mares of violent head-on collisions, wrecking the train
of democracy.

The Socialist idea has lately made great progress
among us, and will make much more, on condition
that it is propounded persuasively and in practical
forms, and that it justifies itself in action.

In the past the democratic system has won great
triumphs in the political sphere. The Labour Party
believes that the nation has the courage to seek the
repetition of those triumphs in the sphere of economics.
It sees no reason why a people who, first in the world,
achieved through parliamentary institutions their politi-
cal and religious freedom should not, b¥ the same means,
achieve their economic emancipation.

Y For Socialism and Peacs, the Labour Party's Programme
.of Action, approved at the Annual Conference at Southport,

1934.



CHAPTER 1II
RETROSPECT

LIKE many other features in our political landscape,
the British Labour Party is a tree native to this
island. Planted in 1900 by a few Trade Unions and
Socialist Societies in protest against the failures of
both the Conservative and Liberal Parties, until the
War its growth was slow. It was overshadowed by
its taller rivals, who drew to themselves the moisture
of the electoral soil and shared by turns the sunshine
of political fortune. But the lightnings of the Great
War struck and split the Liberal Party, and sent it
crashing headlong. And from this moment the Labour
Party, attracting to itself a mass of new adherents,
particularly among the returning soldiers and the
younger generation, grew in a few years to the stature
of a National Party, challenging the Conservatives as
an alternative Government, proclaiming Socialism at
home and Peace abroad.

Its growth was greatly quickened by the opening
of its membership to all individuals, “ all workers by
hand or brain ”’, whether members of Trade Unions
or Socialist Societies, or not, who accepted its objects
and were willing to be enrolled as members of Con-
stituency Labour Parties. This widening of its con-
stitution and its sources of support was due to the
practical wisdom of its Secretary, Mr. Arthur Hen-
derson, to whom, more than to any other one man,
the Party owes its past rise and present strength.

16
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Since 1918 anyone may join the Labour Party, and
find work and welcome there, who shares its aspirations.
There has been a large entry of men and women of
all classes and occupations. But historically, and still
to-day, the Party is solidly based on the Trade Unions,
They have given, and still give, the Party its stability.
They emphasise its practical outlook and its British
common sense They have stood steadfast in their
political faith, when others,—~MacDonalds, Mosleys
and suchlike Prima Donnas,—after a blaze of self-
display, have gone their separate ways. The indepen-
dent Socialist Societies, once a keen and healthy force,
latterly have shrunk in numbers and influence, and
one, once the most powerful of them all, has gone
into impotent exile. Toa Party, which now admits all
Socialists to individual membership, such Societies have
less to add than in the early days.

Socialist parties in most other countries have derived
largely from Marx. With us, Marxian influence has
been small. Here we derive, in so far as we derive
at all from writers, chiefly from native sources, from
Bentham and Owen, Morris and Ruskin, Blatchford,
the Webbs and Shaw, Wells in some of his many moods,
Tawney and Cole. But we derive less from the written
than the spoken word, and less from systematised
thought than from empirical action. The men who
have stood out on the political side of the British
Labour Movement have been men of simple and strong
character, such as Keir Hardie, Arthur Henderson and
George Lansbury or, less fortunately, masters of
oratory, with an inclination to egoism, such as Mac-
Donald and Snowden.

For those of us, who have been members of the
Labour Party for more than a year or two, the past
falls into clearly marked and well-remembered stages.
Till 1923 we were a purely propagandist Party, preach-
ing in Opposition a gospel of hope.
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1923-4 marked our first short inconclusive essay
in Minority Government, ending after nine months in
a confused dissolution on a trivial issue, the now almost
forgotten Campbell Case, and an electoral setback.

1924—Q were years of preparation, both in and out-
side Parliament, of sharp industrial struggle in 1926,
of Tory reaction and of persistent unemployment at
a figure, low by comparison with later years, but rightly
thought intolerable then, of just over one million.
Our policy was worked out afresh in greater detail.
Labour and the Nation was compiled, and approved by
the Annual Conference of the Party at Birmingham
in1928. Moreover, the Executive of the Parliamentary
Party, on which I served from 1925 to 1929, privately
prepared in the early months of 1929 a programme of
action for the first session of a Minority Labour Govern-
ment which then seemed a possible outcome of the
next election. And so indeed it proved. The Second
Labour Government flowered in the spring.

1929-31 were years beginning with high hopes,
passing into a phase of growing Parliamentary frus-
tration, ending in a crash of disillusion and defeat.

1931—4 have been years of recovery, in which we
have re-examined our faith, restated our purposes,
regained our drive.

And all the while we have been advancing steadily,
though with fluctuating fortunes, to the increasing
control of British Local Government. We control it
now in London and in a number, growing from year
to year, of cities, towns and counties. In this sphere
the Party is doing to-day, often with great boldness
and efficiency, the best work it has done so far.

The general election of 1929 gave us greater successes
than most of our leaders had expected. None had
expected a majority. But we came back only eighteen
seats short of half the House of Commons. If there
had been no University seats and no plural voting in
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respect of business premises, we should have been
within some half a dozen votes of a bare majority.
But we held 130 out of our 289 seats on a minority
vote in three-cornered contests. As the next election
showed, when Conservatives and Liberals combined
against us, our hold was more precarious than it seemed.

When the Second Labour Government was formed,
no voice, it is interesting to recall, was raised within our
Party against accepting office under these conditions.

Looking back upon what followed, it is clear now
that there were three possible courses open to the
Party, for each of which a plausible case could have
been put up. In the first place, we might have refused
office, on the ground that we were a Socialist Party,
but that there was no Socialist majority in Parliament.
Could we have foreseen the coming of the trade depres-
sion, there would have been an even stronger case, than
might otherwise be made, for such an attitude. But
no one foresaw it then, not even the experts. In
energetic opposition against an uneasy combination of
Tories and Liberals, whether or not in formal coalition
matters little, with every by-election victory eating
into their slender majority, and with the unemployment
figures rapidly rising after the first few months, dis-
crediting the Government, we should have been very
favourably placed to win a working majority at the
next election, even if Tories and Liberals had then
united against us in most of the constituencies. For
both would then have been discredited by events.
And, under these conditions, the next election must
have come soon. Doubt only arises, when we wonder
to what use our leaders of that day would have put
such a majority, had they won it, and when, further,
we reflect that it would have been won with the trade
depression already deep, and deepening, so that only
bold measures could have availed to pull us out of
the mire,



20 ' INTRODUCTORY

In the second place, we might have accepted office
and introduced at once bold Socialist measures, and
been defeated on them. That this would have been
our fate is certain, for Mr. Lloyd George warned us,
in the first days of that Parliament, wagging a menacing
forefinger, that, as soon as we attempted Socialism,
out we should go. Defeated, we might either have
obtained a dissolution and fought an election with
a fair chance of winning, given the enthusiasm which
boldness would have generated among our own sup-
porters, and the still unexhausted impetus of our
recent advance ; or alternatively, without a dissolution,
gone back into opposition, with a strategical advantage
certainly no less than in the first situation considered
above. The most serious practical argument against
a quick dissolution would have been financial. We
are a poor Party, and it would have been hard to
find the money. But a mood of enthusiasm would
have helped us to find it.

In the third place, we might have accepted office,
and co-operated openly and frankly with the Liberals,
aiming at accomplishing over a period of, say, four
years, the maximum programme on which agreement
could be reached. This course would have presented
obvious difficulties and dangers, might have achieved
very little in the end, and would have been distasteful,
unless it quickly justified itself by results, to many of
our supporters. But it would have been at least
definite and intelligible.

In fact, we took none of these three courses. We
took a fourth, which combined the disadvantages of
them all, and none of the advantages of any. We
accepted office, we brought in no bold measures,? and

1 Our two boldest measures, Dr. Addison’s Land Utilisation
Bill and Mr. Morrison’s London Passenger Transport Bill were
only introduced when the Government was nearing its end.
Neither of these Ministers was in the Cabinet in 1929.
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we cold-shouldered and irritated the Liberals. This
fatal combination was not, of course, a clear-cut
decision. It gradually imposed itself, for lack of
positive decisions to the contrary, and through the
operation of personal timidities, vanities and jealousies.
Mr. MacDonald and Mr, Lloyd George strongly dis-
approved of one another. And neither concealed it.

The first King’s Speech omitted nearly everything
which had been included in the programme drawn up,
specifically with a view to this situation, by the Ex-
ecutive of the Parliamentary Party only a few months
before. It was a mere travesty of Labour and The
Nation, even if we exclude, as impracticable in the
circumstances, all large measures of Socialisation.
First contacts with ‘‘ responsibility’’ and expert
advisers chilled the Cabinet. From their first day in
office some Ministers were in full retreat from their
election pledges. The first King's Speech chilled the
Parliamentary Labour Party.

The trade depression came, and unemployment
mounted. Mr, Thomas was in special charge of this
problem, with others to help him with bright ideas,
which he consistently rejected, while Mr. Snowden
refused him money, and even such credit as a revived
Trade Facilities Act might have afforded. The
Treasury argued that to revive this Act would damage
the national credit and hinder their Conversion Oper-
ations. And under the Second Labour Government
the Treasury were always on top.!

The achievements of this Government were, in some
directions, very considerable. Most of all, by common
consent, in Foreign Affairs, where the contrast between

1*“ How do {ou like your new Chief ? ” a Treasury official
is reported to have been asked, soon after Mr. Snowden had
succeeded Mr. Churchill. ‘* We are delighted at the change,*
is the reported reply; ' we feel that we bave moved up from
the pantry to the drawing-room."”
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Mr. Henderson's policy and methods and those of his
predecessor was a remarkable tribute to his qualities
and to the Labour Party, a contrast which becomes
still more striking if we compare his performances
with those of his successor. But also in a number of
other Departments, notably, again by common consent,
Agriculture and Transport.

Yet when all allowance is made, and the allowance
should be large, both for the limitations imposed by
Minority Government, and for the forces, outside
British control, which intensified the trade depression,
the Second Labour Government missed great oppor-
tunities on the home front. Looking back, it is easy
to put most of the blame for what was done, or not
done, on the three men who occupied key positions in
the Cabinet in relation to home policy, and who crossed
over when the crisis came. Certamly Mr. MacDonald,

“Mr. Snowden and Mr. Thomas,! each in his own way,
was a political disaster. Certa.mly they exercised,
individually and collectively, an undue influence in the
Cabinet and in the Party. But all of us, I feel, must
take some share of the responsibility, all members of
the Parliamentary Party, all Junior Ministers outside
the Cabinet, and other members of the Cabinet
itself. We should have kicked up more row, been
less loyal to leaders and more loyal to principles, not
left the running to a handful of disgruntled critics,
who criticised everything and everyone without dis-
crimination.

1 Mr. Thomas, speaking in the last days of the 1929 election
campaign at Coventry, promised the electors that a Labour
Government would at once attack unemployment by keeping
young people longer at school and taking old people out of the
labour market. When he became Minister for Unemployment,
he was one of the most stubborn opponents of raising the school-
leaving age, and he resisted even the modest scheme of retir-
ing pensions for miners, to which the Party was definitely
committed.
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The Parliamentary Labour Party of 1929-3r was
a magnificent army which was never led into battle.
Had it been properly led, it would have followed any-
where, and gallantly. It was led instead through bogs
and mists, by slow circuitous routes, to the very edge of
a precipice. Here some of its leaders saved themselves
by a most singular manceuvre, in which the Party,
with negligible exceptions, refused to join. Peering
over that edge, the Party was in mortal danger of
losing its soul. But at the last it put principles before
persons. It chose to take the plunge.

That only a dozen members out of a Party of nearly
three hundred, in spite of tempting inducements which
were offered to many, took the other course, that every
Constituency Labour Party in the country refused it,
and that seven million voters, in spite of all that
followed, stood solid for Socialism, are amazing facts,
and a wonderful tribute to the solidarity of the Labour
Movement. The hope of many of us is that leadership
in the Party in the future will be less individual, and"
more corporate, than in the past. We look now, not
for one man, or for one or two, however gifted, but
for a body of men and women who will faithfully inter-
pret and speedily execute a Socialist mandate demo-
cratically given.

The full story of the crisis of 1931, and of the intrigues
and preparations that led up to it, has not yet been
told. Mr. Sidney Webb has written a narrative which
helps to explain it.! But it still leaves much to be
explained. Of the general election of 1931, and the
tactics of panic-mongering and misrepresentation
that were employed against Labour candidates, it is
perhaps enough to say, at this distance of time, that
they so far over-reached themselves as to set in
motion a strong tide of revulsion, which is not yet

2 What Happened in 1931; & R Sidney Webb
(published by”the Fabiangéodety, p‘r'::;L ub)y:

P.S. [+
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spent.? It will not be so easy next time, even with
the aid of some new bogeys, to practise crude mass
deception on so grand a scale.

The Prime Minister, as Mr. Webb puts it, “ was at
once the author, the producer and the principal actor *’
in the political drama of 1931. Few men did more
to build up the Labour Party, and none has tried
harder to destroy it. In this effort he has not suc-
ceeded. His career, in its final stages, illustrates the
saying, hitherto more true of French than British
politics : ‘** le Socialisme méne 3 tout, & condition d’en
sortir.”

Like all who have travelled great distances, he has
had his lucky days. At three of the most critical
moments of his career he has been the victim of mis-
taken identity. The first was in 1900, when, as a
comparatively unknown young man, he was elected
the first Secretary of the Labour Party.® The second
was in 1922 when, by a narrow majority over Mr. Clynes,
he was elected Leader of the Party in Parliament, and
thus became Leader of His Majesty’s Opposition and
prospective Prime Minister. On this occasion he owed
his success to the votes of a number of Clydesiders,

11t may be worth recalling, as a characteristic incident,
that not content with an overwhelming preponderance on the
wireless and a practical monopoly of newspaper support, a
prominent associate of the Prime Minister endeavoured to win
over The Daily Herald, the one daily paper supporting the
Labour Party, to the side of the National Government by
threatening an advertisement boycott. The threat failed.

3 The Labour Party, called at first the Labour Representa-
tion Committee, was formed at a Conference in the Memorial
Hall, London, on February 27 and 28, 1900. Mr. Will Thorne,
M.P., who was present, relates that * James R. Macdonald
was chosen as the first Secretary. But many of the bundred
and twenty delegates were under the impression that they
were voting for James MacDonald, Secretary of the London
Trades Council, who had played an important part in the
preliminary stages ” (Daily Herald, February 27, 1932).
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newly arrived at Westminster, who desired to give
their confidence to a robust Socialist of the Left. The
third was on August 24, 1931, when he seems to have
been mistaken by the King for a Party leader, whom a
majority of his followers would still follow.

But evidence on this, as on many other important
points, is scanty as yet. We must await the opening,
in the fullness of time, of the archives and the diaries.



CHAPTER 1II
THE AIMS OF SOCIALISM

I TURN from retrospects to prospects. The lesson from
the past is that the next Labour Government must be
prompt and bold, confident in itself, in those who have
voted it to power, and in its Socialist programme ;
iprepared to be conciliatory in methods and on details,
\but firm on principles.

The aims of Socialism, which such a Government
must strenuously pursue, are to release those creative
forces which_are to-day imprisoned and frustrated by
the institutions of capitalism; to abolish poverty,
social inequality and the fear of war; to make our
society prosperous, classless and free.

Only as means towards these ends have the practical
proposals, which I make and defend in this book, any
value; and small value, even then, until translated
into acts of change. ‘‘ Power to do good,”” says Bacon,
*“is the true and lawful end of aspiring; for good
thoughts are little better than good dreams, except they
be put in act; and that cannot be without power,
as the vantage and commanding ground.”” This is the
only defence for his public way of life that any politician
can offer.

The British Labour Party seeks to create a British
Socialist Commonwealth, and to encourage, by its
influence and example, the spread of Socialism in the
rest of the world. But Socialism is a quantitative
thing. It is a question, not of all or nothing, but of

26
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less or more. Doctrinaires on both sides of the con-
troversy are apt to go wrong here. ' Broadly, we may
measure the degree in which any particular community |
is Socxahst by the rela.txve extent of the * socialised
_sector *’, and of the * private sector”, in its economic
“Tife. Within the soc d sector public ownership
and control, in some form, are present, and private
profit-making is absent. There is no civilised com-,
munity which has no socialised sector in this sense,’

no nucleus of a planned public economy.” All have a
system of public finance and some public services,—
including law, police, civil administration and some
armed forces, as an irreducible minimum. In this
country, at the present time, we have, in excess of
this minimum, many pyblic services—notably public
education and public health—considerable public
property and a number of other public enterprises, both
within the range of national and of municipal govern-
ment. But, relatively to many other countries, our
socialised sector is narrow. Its rapid extension is one
of the principal objects of the Labour Party.

But this is only one of our objects, which I shall
discuss in turn under six headings: Democra
Socialisation, Finance, Planning, Equality and Peace.

The programme of action which I outline in this
book is an immediate programme, a series of next steps
to be taken in the pursuit of our Socialist aims. I
make no apology for not presenting an elaborate
theoretical study of an ideal society. That is a stimu-
lating but a different kind of exercise, which does not
lack exponents. But, if our concern is with practical
politics, we do better to decide the direction of advance®
than to debate the details of Utopia. We must see
clearly the next stretch of the journey. But we need
not spend time now in arguing whether, beyond the
horizon, the road swerves right or left.



PART II
DEMOCRACY



CHAPTER 1V
WHAT IS DEMOCRACY?

DEemMocrAcy, like Socialism, is a quantitative thing;
one may have much or little of it. It may take more
than one form. Political democracy, working through
elected Parliaments and subordinate elected bodies,
based on geographical constituencies, is a form still
widely followed, despite the recent ravages of * dic-
tatorship * in Europe.}

In Britain, in the British Dominions, in the United
States, in France and Belgium, in Scandinavia and
Finland, in Holland and Switzerland, in Czecho-
slovakia, 'precariously in some other European
countries, after a fashion in Latin America, the forms
of Parliamentary democracy are still observed. Less
completely, indeed, in Britain than in many of the
rest, so long as our House of Lords is permitted to
errcise even its limited powers under the Parliament

ct.

But political democracy is not an end in itself. It
is only a means to freedom and self-government and,
in the hope of Socialists in these democratic lands,
to Socialism.

Political democracy, moreover, in a régime of
capitalisin and great social inequality, is only half alive.

3 Anothet possible form is based on occupational groupings,
and I hope that in & Socialist Britain there will be a large~
element of this form of democracy, but supplementing, not
replacing, Parliament and Local Authorities.

31
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Political forms are twisted by economic forces.

Citizens, legally equal, wield unequal power. Political
’tdemocracy will o?ﬂy"be fu‘lIy‘H(xlve when married to

economic democracy, in a society of equals.

Yet to deny the reality of political democracy, even
if only half alive, to deny, for instance, that an English-
man to-day breathes freer air than a German, is half-
witted. And to deny that political democracy can, if
enough men and women will it persistently, march
towards Socialism, is defeatist and doctrinaire. There
is, in blunt truth, no other passable road to Socialism
in modern Britain. It is no easy road, and he who
thinks it looks too steep or stony for his taste had
best stay at home and cultivate his garden. He will
find the contemplative detachment of that life much
easier.

Loose talk in the last year or two has blurred in
some minds the real distinctions between democracy
and ““ dictatorship *’. The essentials of democracy, in
terms of political form, are two. First, periodical free
“elections and, second, between elections, a continuing
right of free political speech, discussion and criticism,
both inside Parliament and other elected bodies, and
outside. But large powers of swift action constitu-
tionally granted to the Executive are not undemocratic,
such as the American Congress conferred on President
Roosevelt, or as the British Parliament gave the
National Government, when it desired, in 1931, to
make quick reductions by Order in Council in many
branches of public expenditure. A slow and lum-
bering Parliamentary procedure, checking all rapid
action, is not of the essence of democracy. On the
contrary, it is a weakness which, if not cured, gives
their chance to criminals lying in wait to murder
freedom. L.

The Labour Party, by tradition and cqnvu:txon. 13
a democratic party. From the democratic approach
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to politics it has never swerved.? It seeks that British
democracy shall become a living reality; that men and
women shall have political freedom; and shall have it
more abundantly; and that they shall be persuaded
so to use this precious gift that social freedom also
shall be added unto it, anchored in prosperity, equality
and peace.

Here, then, I pass from general considerations to a
series of practical proposals, a programme of Socialist
action, not for some imaginary community floating in
the void of time, but for this country at this present day.

1 Not all who claim to speak or write on its behalf have
always succeeded in making its policy unmistakably clear.
The National Executive of the Labour Party, therefore, found
it necessary to issue on January 24, 1934, the following state-
ment, which was reprinted in the Annual Report of the
Executive to the Party Conference at Southport, by which
it was unanimously approved in October, 1934. ** The atti-
tude of the Labour Party towards Dictatorship has recently
been subject to grave misrepresentation by supporters of the
National Government. The Labour Party, as has repeatedly
been made plain in its official declarations, stands for Parlia~
mentary Democracy. It is firmly opposed to Individual or
Group Dictatorship, whether from the Right or from the Left.
It holds that the best, and indeed the only tolerable, form of
Government for this country is Democratic Government, with
a free electoral system and an active and efficient Parlia-
mentary machine for reaching effective decisions, after reason-
able opportunities for discussion and criticism. The Labour

bases its appeal to public opinion on the urgent need
for far-reaching economic and social change as set out in its
programme, to be brought about by constitutional and demo-
cratic means. In so far as any statements which are at
variance with the declared policy of the Party on this ques-
tion bave been or may be made by individuals, these are
hereby definitely repudiated by the National Executive.”



CHAPTER V
THE HOUSE OF COMMONS

FIRrsT, as to our present political institutions. What
changes are needed to make these more fully demo-
cratic, and more effective to translate into action the
democratic will? Let us begin with the House of
Commons.?

The British electoral system, based on the single
member constituency and the relative majority at a
single ballot, has very solid advantages. Not least of
these is that our electorate is accustomed to it and
accepts its results as doing rough justice to candidates
and their supporters. It works best when there are
only two strong parties; but this is precisely the
characteristic position, towards which British politics
tend always to return.? Displacements in the direc-
tion of a group, or multi-party, system have generally
been short-lived.

The British system discourages freak candidates by
its salutary provision for forfeiture of the election
deposit by those polling less than one-eighth of the

1 Mr. George Shepherd, National Agent of the Labour
Party, has supplied much statistical and other information
which has been very useful to me in writing this chapter.

3 It is, moreover, the characteristic political position ia all
English-speaking communities which practise self-govern-
ment, alike in the British Dominions and the United
States of America. Third parties seldom live long, before
they either destroy, or are absorbed by, one of the other
two.

34
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votes cast. It discourages small separate parties—
‘ splinter parties,”” as the Germans used to call them
—Dby making it difficult for these to secure represen-
tation in the House of Commons, even in proportion
to their small total strength in the electorate. The
electors, realising this, prefer to vote for candidates
who, if returned, will act with parties which will count
for something in the House. As between the two
principal parties, the British system tends to emphasise
in Parliament the strength of whichever is the stronger
in the country. A majority, in terms of votes in the
House of Commons, tends to be greater than the
majority, in terms of relative total votes in the con-
stituencies. Put in another way, a given turnover of
votes in the country tends to produce a much more
than proportionate turnover of seats.! This feature
of the system is held by some to be a weakness. In
my opinion it is, on the contrary, an advantage, since
it makes coherent government possible and diminishes
the chance of political deadlocks, and the excuse for
feeble policies.

Foreign theorists, and a few home-grown ones, have
urged the superiority of Proportional Representation.
But there can be little doubt that this system, carried
to an extreme of clumsy theoretical perfection, helped
to destroy democratic government in Germany by

11t is, indeed, possible, under the British system, even if
there are only two parties, that one of these, polling less than
half the votes cast, should have a majority in the House.
But this is an unlikely result. If there are more than two
parties of considerable strength, and three or more candidates
in many constituencies, the chance is greater that one party
may command the House of Commons, though in a minority
in the electorate. This, indeed, happened in 1924, when the
Conservatives secured a large Parliamentary majority, though
only polling 8,041,000 votes against 5,487,000 for Labour,
. 2,930,000 for Liberals and 183,000 for Communists and others.
The practical remedy for such anomalies is a return to the
two-party system.
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creating an unending series of deadlocks and weak
Coalition Governments, and thus discrediting Parlia-
mentary institutions. There is to-day no active
support for any form of Proportional Representation
for Parliamentary elections in any important section
of British political thought.?

The only modification of the British method of
election which is worth considering is the adoption of
the Alternative Vote, operating in the single-member
constituency. This was included in the Labour
Government’s Electoral Reform Bill of 1931, in order,
it appears, to please the Liberals. It certainly roused
no enthusiasm in the Parliamentary Labour Party.
I am not impressed by the arguments in its favour,
except as the lesser of two evils, compared with Pro-
portional Representation. There is less case for it
than ever, now that we are rapidly returning to the
two-party system.

1 For this reason I do not labour the case against it. But
I may remark in passing that it involves the substitution of
unwieldy multi-member for single-member constituencies, thus
destroying the possibility of any personal contact between the
elected person and any appreciable number of his electors ; it
encourages the formation and indefinite survival of a multitude
of small and sectionally minded parties; it makes a clear
majority for any one party almost impossible; it leads,
therefore, to Coalition Governments, either commanding a
majority which must be based on compromise, or without a
majority, impotent to act boldly, except by sending Parlia-
ment into indefinite adjournment. Add, among relatively
minor, but still serious, objections, that it digs in every old
leader of every party in a safe seat at the top of his party
list, and makes it far harder even than with us to-day for
young men to get a start in public life, and that it substitutes
for the open rivalry of candidates of opposing parties, an
underhand rivalry among candidates of the same party,
angling for position against their colleagues. Every one of
these comments might be illustrated from the political experi-
ence of post-War Germany and of other countries which have
adopted this system.
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Our method of election, then, I would not change.?
But ourelectoral law requires a number of amendments,
before it can be claimed that even the formal frame-
work of political democracy is furnished by the House
of Commons, Our parliamentary elections are still
fought under an electoral law which favours wealthy
political parties and certain select groups in the
electorate.

The simple rule of political democracy should be
that every man and woman over twenty-one years of
age, apart from peers,? criminals and lunatics, should
have one vote and one only. The vote should be
exercised in respect of the elector’s place of residence.
It he has more than one dwelling, he should be required
to choose for which he would be registered. To-day
plural voting still persists in University constituencies
and in respect of business premises. Neither of these
forms of the plural vote is defensible, and both should
be abolished.

There is no justification for giving additional voting
power to those who have a University degree. One
must think very poorly of University graduates, if one
supposes that they are such feeble citizens as to need
this special prop on which to lean their citizenship.
And one thinks much more highly of them in the mass
than they deserve, if one supposes that they possess
such exceptional political intelligence that they should
have this special vent for its expression. It is some-
times argued that the existence of the University seats
enables men and women of distinction to enter Parlia-

1 Except in one particular, on which during the parlia-
mentary debates of 1931 all parties were agreed. The double-
barrelled constituencies in industrial towns, of which eleven
still survive, should each be split into a pair of single-member
constituencies,

* With the abolition of the House of Lords, peers should

be entitled to vote, and to stand as candidates, for the House
of Commons.
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ment, who could not otherwise find their way to
Westminster. The facts do not support this theory.
The Members of Parliament for the Universities have
been, with very few exceptions, party politicians who
could as well have sat for any ordinary constituency.

The business premises franchise is not only undemo-
cratic in principle, but inequitable in detail. A man
who has an office in the constituency where he resides
gets no second vote ; but if his office is in a neighbouring
constituency, he becomes a plural voter. Moreover,an
elector’s wife, if her husband hasa vote in respect of his
office, has one also, though she may never have entered
his office in her life. This is a fantastic absurdity.

Seven members sit in the House for the English
Universities, three for the Scottish Universities, one
for the University of Wales, and one for the University
of Belfast. The number of University electors in
England is 87,000, in Scotland 47,000, in Wales less
than 6,000, in Belfast less than 4,000. Even if the
principle of University representation were accepted
—and it should not be—University electors are gro-
tesquely over-represented, as compared with electors
in ordinary constituencies, where there is, on an
average, only one member for between 40,000 and
50,000 electors.

In England and Wales,* out of 26,431,000 parlia-
mentary electors, 368,000 qualified through business
premises and, of these, 140,000 women qualified
through the business premises of their husbands.* In
Scotland, out of a total electorate of 2,993,000, more
than 54,000 qualified through business premises. The
geographical distribution of these votes for business

1 These are round figures, correct to the nearest thousand,
taken from the Registrar General’s Report of 1932 for Eng-
&md Wales, and from the census figures of 1931 for

2 Or, in a small number of cases, husbands through the
business premises of their wives.
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premises is very unequal. They are concentrated in
the central quarters of the largest cities; in most
middle-sized towns there are only a few hundred of
them ; in the country districts bardly any.

The grossest case is the City of London, returning
two members for an electorate of 43,000, of whom
36,000, or 83 per cent, are business voters. Manchester
Exchange, in an electorate of 49,000, has 15,000
business votes, or 31 per cent; Liverpool Exchange,
in an electorate of 50,000, has 12,000, or 24 per cent ;
Westminster Abbey, in an electorate of 48,000, has
14,000, or 29 per cent ; Holbor, in an electorate of
33,000, has 10,000, or 30 per cent; Glasgow Central,
in an electorate of 45,000, has 13,000, or 29 per cent.

All these, from a democratic point of view, are at
present bogus, or largely bogus, constituencies. And
there are a number of others not much better. A
redistribution of seats, in view of the large differences
which now exist in the number of electors in the various
constituencies, should soon be made. The last re-
distribution took place in 1918 and there have been
large migrations since then and very uneven rates of
growth in different areas. But the abolition of the
plural vote is an indispensable preliminary to any fair
redistribution,

This raises the question of the number of members
of the House of Commons. The present number, 615,
is excessive and unwieldy. In my opinion, 500 is the
maximum number which, on grounds of practical
convenience, can reasonably be defended.

But there are obvious difficulties, largely personal,
in making a reduction by as many as a hundred at one
blow. I suggest that, with the abolition of plural
voting, there might be an initial reduction to 600}

1 The abolition of the University seats, and the creation of
one single member constituency in place of the City of London
and Holborn, would reduce the present namber to 6or.

P.S. D
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and a series of further reductions, say by twenty-five
at a time, in each of the four succeeding Parliaments.
Immediately after each general election a Commis-
sion should be set up to prepare a scheme of redistri-
bution, to take effect at the next general election.?
Other changes should be made in election law. The
present legal limits of election expenses, sixpence per
elector in counties and fivepence in boroughs, are too
high and should be reduced. Gifts and donations

1 Such regular and periodic redistributions are provided for
in the electoral law of several of the British Dominions and
of a number of foreign countries. In order to minimise sus-
picions of gerrymandering, and likewise to minimise pressure
by interested parties, a Redistribution Commission should
work according to a set of simple rules. They might be
instructed, for example, to operate only on the largest and
smallest electorates, splitting up the former into pairs of
separate constituencies, and splitting up the latter into
geographically convenient fragments, which should be added
to the adjoining constituencies within the same borough or
county, or in some cases, merged in a group of counties, in
such a way as to keep the electorates of the enlarged con-
stituencies as nearly equal as possible. No changes in con-
stituency boundaries should be made, except to carry out
these two sets of operations. All constituencies with an
electorate more than double the average for the country as
a whole should first be cut in two, and all those with an elec-
torate less than half the average should be joined, in appro-
priate fragments, to their neighbours. If the total number
of constituencies was then greater than the required number,
the constituencies with the next smallest electorates should
be similarly dealt with. If, on the other hand, the total
number was smaller than the required number, the consti-
tuencies with the next largest electorates should be cut in two.
A gradual reduction in the number of constituencies will not
enlarge the average electorate unduly, since, with the pro-
spective decline in the total population, the total electorate
will before long begin to diminish. It is a small additional
argument for reducing the number of members, that this will
mean a saving to the Treasury in respect of members’ salaries
and travelling expenses. Thus a reduction by a hundred
would mean an annual saving of more than {40,000.
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made by candidates or members to charitable or other
institutions in their constituencies between one elec-
tion and another should be included in their election
expenses, particulars sent to the Returning Officer
and published after polling day.

The present use of motor cars on polling day imposes
a serious and unfair handicap on the less wealthy
parties, and on the Labour Party in particular. Con-
servative and Liberal candidates can often command
hundreds of cars, Labour candidates seldom a dozen.
When voting strength is very evenly balanced, the
larger number of cars turns the scale. The right
solution is a threefold one: first, to increase the
number of polling stations, especially in rural districts, .
so that no elector shall be more than a short distance
from the poll ; second, to make it an electoral offence
for anyone but the Returning Officer to give a free
ride in a car on polling day; third, to authorise the
Returning Officer to hire and provide transport to and
from the poll for any elector who can give reasonable
evidence that he or she requires it.

A number of other minor changes in electoral law
are needed, but I will not linger over these. There
is, however, another question which seems to me
to have an important bearing on the efficiency of
British political democracy.

In my opinion there is a strong case for imposing
an age limit on membership of the House of Commons.
Even a retiring age of seventy would have some effect
in reducing the present average age of the Chamber,
and one of sixty-five would be still more effective. A
convenient compromise, which would avoid any
additional cause for by-elections, might be found in
fixing sixty-five as the maximum age for any candidate
at a Parliamentary election. The tendency for old
men to continue in high political office, or in expecta-
tion of it, long after they have passed the zenith of
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their powers, is increasingly marked in recent British
politics. This does not make for energy or decision
in action, and it holds back the advance of new ideas.
There is sardonic truth in the saying that, in politics,
there are many promising young men of over fifty!
When in all other branches of the public service the
rule of a fixed retiring age is practically universal,
while in many other professions and occupations it is
rapidly gaining ground, it is difficult to defend the
exemption of members of the House of Commons from
this salutary provision. For the life of the politician
is more strenuous and exhausting, both mentally and
physically, than that of most public servants.

Such a reform, again for personal reasons, would
not be easy to effect. It would be easier if there were
a Second Chamber—especially if its members were
paid the same salary as members of the House of
Commons—in which elder statesmen might continue
to serve, thus retaining a dignified platform from which
they could still address the public.* An age limit on
the holding of Ministerial office would be a natural
corollary of such a change. Would it be too revolu-
tionary to suggest seventy years of age for the Cabinet,
and sixty for *‘ Junior ’’ Ministers ?2

A fixed retiring age in other branches of the public
sservice, and in some outside professions, is accompanied
by arrangements for pension. Without such an
arrangement, compulsory retirement is. a hardship,
which it would be harsh to impose on men without
private sources of income. I see no reason why
pensions should not be provided for Members of Parlia-

1T return to this point at the end of Chapter VIII.

* It would be easy to name individual politicians, whose
retirement at a fixed age, from the House of Commons or
from Ministerial office, would be a loss to our public life.
Such personal arguments can always be found against a
compulsory retiring age in any profession. I believe that the
general argument on the other side is stronger.
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ment retired under the age limit, unless, as suggested
above, they became members of a salaried Second
Chamber. Such pensions should, I think, be based,
as in other cases, on the number of years served in
Parliament, and should in no case exceed some fixed
proportion, say two-thirds, of the current Parliamentary
salary. The total cost of such pensions would not be
great, and would be more than offset by the economy
which would be made if, as I have proposed, the
number of members of the House of Commons were
reduced.



CHAPTER VI
REFORM OF PARLIAMENTARY PROCEDURE !}

JTHE present procedure of the House of Commons is
amazingly unbusinesslike. It compares very badly
with that of our Local Authorities, and is, in large
measure, a relic of a vanished age, whose needs and
purposes were very different from our own.

Those who sit for some years in the House are apt
to become acclimatised to its time-wasting procedures
and to lose their first natural glow of impatient indigna-
tion. The atmosphere, both physical and mental, is
enervating. Those who want to get things done, wilt ;
those who want to get things said, luxuriate; those
who want neither, are not uncomfortable. Legislative
putput is severely limited by antiquated parliamentary
methods, and its cost, in terms of strain and time, is
high.

It is easy to call witnesses outside the ranks of the
Labour Party to support this view. Thus the late
Lord Buckmaster has said that it would be a good
thing, if on the mantelpiece of every Parliament there
were placed a row of fossils of extinct forms of life,
undermeath which should be written in bold letters,
* we perished because we could not change’’. The
procedure and rules of Parliament, he went on to say,
were quite out of date. He thought there should be

11 thank the Editors of the Political Quarterly for per-
mission to make use of an article of mine on this subject in
their issue of September, 1934.

44
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some limitation of speech, otherwise we should become
suffocated. There were issues too vital and too grave
to permit of time being wantonly wasted by unprofit-
able debate.?

My present object is to show that the parliamentary
machine can be modernised and rationalised, so as to
enable it to yield a greater legislative output, while
democratic principles are fully maintained, and Par-
liament is better enabled to discharge its functions.

It is of the essence of democracy that there should
be reasonable and adequate, but not excessive, facili-
ties for Parliamentary discussion. A minority must
be able to attack, to criticise and to suggest, but not
to prolong such proceedings unduly, nor finally to
obstruct the will of the majority. On the other hand,
2 majority should be prepared for give and take in
small details, though standing firm on big principles.
For a dissatisfied minority, the ultimate remedy is to
transform itself, by due electoral process, into a
majority.

It is not permissible, under the rules of order, to
accuse a member of * obstruction ”’, but a large part
of the activities of every Parliamentary Opposition
is nothing else. In the two Parliaments of which I
have been a member, I saw this problem from both
sides, first as a member of the Opposition, and then
as a junior member of the Government.? Speeches

1 Reported in The Times of December 14, 1933. And Sir
Robert Horne (reported in TAs Tsimes of January 30, 1934)
said that some method of expediting business in the House
of Commons must be achieved. The reason why represen-
tative government was regarded in many countries to-day as
a failure was becauss its methods were too slow for the pur-
pose of dealing with present day emergencies,

3 I took my share, according to the present ‘’ rules of the
game ”, in obstructing the Conservative Government from
1924 to 1929, and was once suspended during an all-night
sitting, in good company, including George Lansbury and the
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on most debated issues are too many and too long.}
Members are often * put up to talk '’ by the Whips—
this is the phrase in current use—simply in order to
eat time. Other current phrases are to ‘‘ keep it
going’’ and to “ prevent the debate from breaking
down ”’, that is to say from coming to an earlier end
than the Whips expected. To avoid such a misfor-
tune, which would often enable progress to be made
with the next Order on the Paper, the Whips, on
both sides, scour the libraries, the smoking rooms,
the dining rooms, even the bar, in search of reluctant,
and often quite unprepared, orators. These conven-
tional practices cannot reasonably be defended. The
critic’s contemptuous description of Parliament as a
“ talking shop *’ is not unmerited.

There is a rule which gives power to the Chair to
check repetition, but it has fallen, as the lawyers say,
into desuetude. Members are seldom pulled up by
the Chair for repeating one another’s arguments, or
even their own. Often they speak without having
been in the House when earlier speeches were being

late John Wheatley, for stretching these rules to breaking
point. But between 1929 and 1931 we Labour Members
learned, both from Conservatives and Liberals, that we had
been a very tame Opposition, mere children in the art of
wasting time.

1 Lord Eustace Percy (Government in Transition, pp. 108-9)
attributes * the failure of the House of Commons to focus
public attention on important issues ” and * its hopeless
inefficiency as a publicity agent * to the fact that ** while
journalistic technique has been steadily tending in the direc-
tion of picturesque compression, parliamentary debates have
been no less steadily tending in the direction of disjointed
discursiveness. A House, whose members so often begin
their speeches with the words ‘ I do not propose to follow the
honourable member into the fields he has traversed °, cannot
expect to produce any sort of impression on the mind of the
public.” The regular broadcasting, under present conditions,
of a series of average parliamentary speeches would be a
disaster for democracy |
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made, and repeat the more cobvious points inadver-
tently. It would be well if the rule against repetition
could be better enforced.

It is, I think, an open question whether a time
limit should be imposed on individual speeches. More
fundamental proposals for the better allocation of
parliamentary time are made below. And, if the total
time available on any subject is limited, those who
take too large a share of this limited ration will incur
a wholesome unpopularity with their fellows.

There might also be a general recommendation to
the Chair, in calling upon members, to prefer those
who had spoken least, and not allow the more prolific
talkers to catch his eye. A record could always be
within the Chairman’s reach, showing the number of
columns of Hansard spoken by various members up
to date.

Our parliamentary procedure has had no systematic
overhaul, since the Liberal Government in 1906, fresh
from its victory in the constituencies, made a number
of changes in the Standing Orders of the House of
Commons.! The Standing Orders of the House are

1 A series of debates on various proposals to amend the
Standing Orders took place between February 28, 1906, and
April 16, 1907. It is interesting to re-read them to-day.
The “ dinner hour ** interval from 7.30 to 9 p.m., was abol-
ished, in spite of a protest by Balfour; the unstarred Par-
liamentary Question was invented ; the Standmg Committees
weremcreasedtromtwotofour,oneofwhxchmtodal
only with Scottish Bills, and it was provided that all Bills,
except those dealing primarily with finance or confirming Pro-
visional Orders, should go upstairs, unless the House other-
wise directed by a motion put without debate ; closure pro-
cedure was also extended to Standing Committees. Other
reforms were discussed, but not adopted. Keir Hardie advo-
cated a time limit for speeches and was supported by a num-
ber of Conservatives, including Acland-Hood, the Conservative
Chief Whip.

The Government had contemplated the possibility of setting
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entirely within its own control. No question of inter-
ference by the House of Lords arises. The proposals
which follow are far from being a complete and exhaus-
tive scheme for the reform of parliamentary procedure,
They indicate only some of the more urgent, important
and practicable changes.}

The two principal reforms needed are a more busi-
nesslike use of parliamentary time, and a more up-to-
date form of legislation. I will take these two points
in order.?

There is to-day no systematic plan for the allocation
of parliamentary time. Various forms of closure and
guillotine are used sporadically. Sometimes a big Bill
has a detailed time-table made for it, but only if serious
obstruction is expected, or has already begun. This
time-table procedure is so far from being universal
that it is common form for the Opposition to denounce
it,—often “ on principle "’—and further time is spent
in debating, and in trying to amend, the time-table
on the floor of the House. A large part of Govern-
ment business slops along without any time-table
whatever, and often slops over beyond 11 p.m., and
sometimes into all-night sittings, which exhaust the
minds, bodies and tempers of the participants and

up machinery for the allocation of time between different
classes of business, and Mr. Austen Chamberlain (as he then
was), objecting to the procedure of “ closure by compart-
ments ", proposed that time should be allocated by *‘ an
impartial Committee of the House . The Prime Minister,
Campbell-Bannerman, said that he had long been in favour
of a Committee to allocate the time of the House. But on
this most fundamental question nothing was done.

t The proposals of Dr. W, Ivor Jennings in his interesting
book on Parliamentary Reform (Gollancz, 1934) go in some
directions farther, in others less far.

2 These and other important matters are dealt with in a
Memorandum on Parliamentary Problems and Procedure, on
PP. 120-2, of the National Executive’s Report for 1934, which
was adopted at the Southport Conference.
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help to bring Parliament into ridicule and disrepute.
Physical fitness and mental freshness, both in Ministers,
and in the general body of M.P.’s, are necessary con-
ditions, seldom now fulfilled, of efficient democracy.

Frequently it is obstructive talk by a single mem-
ber, or by a small handful, which keeps hundreds of
others hanging about the Chamber and its purlieus,
waiting for a vote on some relatively unimportant
issue. In the 1929 Parliament one or two Tories made
themselves conspicuous by their habit of obstructing
until the last trains and buses had gone, so as to make
it impossible for Labour Members, without cars of
their own and living at a distance from Westminster,
to get home till morning. A rationalised procedure
should stop such monkey tricks.

The Labour Party proposes, therefore, that at the
beginning of each session a small Committee of the
House should be set up, and should continue in being
throughout the session, to deal with the allocation of
time on all Government Bills, and perhaps also on
other items of business. This might be called the
Committee on the Allocation of Parliamentary Time,
or, more shortly, the Committee on Time.

This Committee would be chosen in proportion to
the strength of parties, and the Chief Whip would be
the natural leader for the Government, though other
Ministers might sometimes attend. It should be the
primary duty of the Committee to make a detailed
time-table for every Government Bill which had been
read a first time, covering all its future stages: so
long for Second Reading, so long for Committee, for
Report, if any, and for Third Reading. Time could
be allotted to particular stages in units less than com-
plete parliamentary days, e.g. in half-days, or even
in hours. And special allocations could be made, for
the Committee stage, to clauses or groups of clauses,
as is now done in guillotine resolutions. It would
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probably be convenient not to allocate time for Report
and Third Reading until the conclusion of the Com-
mittee Stage.

Every Government Bill would be automatically
referred to this Committee, whose recommendations
would be reported to the House from time to time.
But there should be no power to debate, or to move
amendments to, them on the floor of the House.
There should, however, be power to challenge a divi-
sion on any block of recommendations as a whole.
If accepted by the House, such recommendations
would go into effect, and it would be the duty of the
Chair to enforce them at each subsequent stage.
Time-tabling on all Government Bills would thus
become universal and would be done upstairs, not
wasting time and exciting passion on the floor. Pri-
vate talks between the Whips could still go on and,
if they resulted in agreement, this could be regu-
larised by the Committee, but the Government Whip
would be in a stronger position than now to check
unreasonable claims for time by the Opposition, and
the Opposition could state their case publicly on the
Committee.

This is a minimum proposal, simple and obvious.
But, even if we went no farther, we should, I believe,
work a practical revolution in parliamentary proce-
dure. We should be able, when necessary, greatly

2 This proposal is not new. It has hovered in the back-
ground of discussion for some time. But the Labour Party
in 1934 first put it into precise shape and made it part of their
official programme. I have noted above that in the debates
of 19067 both Campbell Bannerman and Sir Austen Cham-
berlain expressed approval of such an innovation. The Select
Comxmttee on Procedure, which reported in 1932, stated that

‘*“ the view of the Prime Minister {Mr. Ramsay MacDonald]
was that a guillotine resolution should become a normal pro-
cedure, but that the framing of it should only be settled after
consultation with a panel or Consultative Committee *’. The
Select Committee recommended that * if the guillotine is to
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to speed up the rate of legislative output and, except
in very exceptional circumstances, to avoid late sittings
after eleven at night. We should rationalise debate
and rob obstruction both of its main incentive and of
its effectiveness. Such a Committee is an essentially
democratic device and, since the proceedings of Com-~
mittees are less fully reported by the Press and are
witnessed by fewer spectators than the proceedings of

become normal procedure, the time available for discussion
of the different clauses and stages of a Bill should be allocated
by a small expert Committee, to whom the Bill should be
referred by a vote taken without debate after the Motion
‘ that the Bill be committed to a Committee of the whole
House ’ has been carried. It is understood that the time-
table should be drawn up after consultation with the Govern-
ment, the Opposition and other Members specially interested
in the Bill ”, These are conditional and half-hearted recom-
mendations, which contain no proposal to time-table pro-
ceedings in Standing Committee. But they point haltingly
in the right direction. Lord Eustace Percy (Government in
Tyansition, pp. 116-17) is more emphatic. * The definite
planning of parliamentary time is the key to any real reform
of parliamentary procedure. . . . Mere proposals of this kind
for a detailed allocation of parliamentary time may appear
to the public a very inadequate method of dealing with the
inefficiency of the House of Commons. In fact, however,
such proposals are probably more effective than any more
ambitious schemes for giving a new complexion to the House
of Commons.” 1 agree with this judgment. He adds that
** without definite planning of the time of the session as a
whole, any attempt to plan the time to be allocated to par-
ticular measures will arouse resentment and suspicion . I
refer to this point below. It is also interesting to note that
dissatisfaction with the working of the Government's time-
table on the Unemployment Bill of 1934 led to a motion being
placed on the Order Paper by a group of members drawn
from all parties, declaring that * it is desirable that an im-
partial and representative Committee of the House should be
set up with authority to determine”, in all cases where a
time-table is proposed, ** the number of days to be allotted
to each stage of the Bill and the precise allocation of time
during those days to the various parts of the Bill ”*,
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the House itself, there would probably be less playing
to the gallery, and fewer scenes and less heat in getting
decisions in the Committee than in getting them on
the floor of the House.

It is for consideration whether this Committee
should not also allocate time for items of Parliamentary
business, other than Government Bills, e.g. certain
classes of Government motions (including, in parti-
cular, supplementary estimates), official Opposition
motions, and private members’ Bills which had
secured a high place in the ballot.

The Government would retain the power of deter-
Jmining what business should be taken each week and
each day, i.e. the power of determining the order of
business. But for each particular item of business
there would be a maximum quota of time determined
by the Committee. If less than this maximum were
consumed on any item, business would be correspond-
ingly accelerated.

The proceedings in the Committee stage of Bills, as
in all other stages after First Reading, would be
governed by the time-table. This would greatly sim-
plify the task of the Chairmen of Standing Committees,
who at present have very inadequate powers to check
obstruction. Within the limits of the time-table the
Chair should always have power to select the more
important amendments for discussion.! With few
exceptions, of which the Finance Bill should probably
be one, all Bills should go upstairs, after Second Read-
ing, to a Standing Committee.

The Standing Committees should be increased in
number, and reduced in size. At present there are
only five, including one dealing only with Scottish
Bills, and the membership of each is between fifty and

1 This power to select amendments was in November, 1934,

conferred on Chairmen of Standing Committees, but without
the guidance of a time-table.
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sixty. This is much too large for businesslike discus-
sion, We should, I think, contemplate an increase in
the number of Committees to seven at least, including
the Scottish Committee, and a reduction of the mem-
bership of each to not more than thirty.

It has been suggested by some reformers that Stand-
ing Committees should be made ‘* functional *’, that is
to say that all Bills dealing with a particular subject
should be sent to a Committee with a practically
unchanging membership, so that members would be
enabled to specialise in their Committee work on a
subject on which they were already expert, or on
which they were ambitious to become expert. Thus
there might be one Standing Committee on Social
Services, another on Trade and Industry, etc. This
idea could not, I think, be applied with any logical
exactitude, for the subject matter of legislation is too
varied. But it might become one of the guiding ideas
in the composition of Committees and the distribution
of Bills and of members among them. There is, how-
ever, a practical danger to be avoided. The number
of Committees, even if increased, will still be smaller
than the number of Government Departments liable
to introduce legislation. A ‘' functional ”’ Committee,
therefore, would often cover the functions of two or
more Departments. And this might impose a trouble-
some limitation on the Government’s freedom to select
the most urgently necessary legislative programme.
If, to take only one example, both Health and Educa-
tion were part of the field of a * functional ** Com-
mittee on Social Services, it would be impossible to
take simultaneously the Committee stages of a Bill on
Housing and a Bill on Education.

This consideration is specially important, since a
most valuable step in expediting the process of legisla-
tion would be to devote certain Parliamentary days,
apart from the hour set apart for Questions, entirely
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to Committee work.! The Committees could meet, as
now, at eleven in the morning and sit till one. The
House would assemble at a quarter to three, and
adjourn at a quarter to four, at the end of Questions.
The Committees could then meet again in the after-
noon, say at half-past four or five o’clock, and sit
till ten or eleven in the evening, with, say, an hour’s
break for an evening meal. Some such time-table
as this would enable much more continuous and effec-
tive study to be given to a Bill than is now possible
when, as a rule, the Committee sits only for two hours
in the mornings, disjointedly from day to day.

When the parliamentary session is in full swing and
a number of Bills have passed their Second Reading,
there seems no reason why at least two days a week
should not be thus devoted to Committee work. A
number of important measures could then advance
abreast through their Committee stage.

The Report stage of Bills kept on the floor of the House
might reasonably be limited, asa general rule, to Govern-
ment amendments and a maximum of one day, and of
Bills sent upstairs to a maximum of, say, one day for
Government amendments, and another half-day for
other amendments. Often less than these maxima
would be sufficient. Standing instructions, somewhat
on these lines, might be given by the House to the Com-
mittee on Time. Some suchregulation is essential, for
repetition of debate is at its worst on the Report stage.

Financial procedure in the House of Commons is
exceptionally time-wasting. It involves a series of
repetitive debates, required by Standing Orders dating
from the year 1707.%

1 This is permissible under the present Standing Orders,
though the power has seldom, if ever, been used. .

8 It has been calculated that financial business now occupies
more than one-third of the total of Parliamentary time (Jen-
nings, op. ci., p. 166).
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If the main object of a Bill is either to raise public
revenue, or to authorise public expenditure, there
must, before the ordinary First Reading stage is
reached, be two preliminary stages. A financial reso-
lution must be proposed and passed, first through
Committee of the whole House, and then through
Report stage. Even in the case of a Bill which does
not deal primarily with finance, if ** the creation of a
public charge *’ is a subsidiary feature of it, i.e. if it
necessitates any incidental public expenditure, how-
ever small, a similar procedure is imposed. The Bill
can. pass its First and Second Readings, but, before
it can enter on its Committee stage, a financial resolu-
tion authorising the public charge must be passed
first through Committee of the whole House, and then
through the Report stage.

The historical purpose of this repetitive procedure
was to prevent financial legislation being rushed
through the House before members realised what was
happening. It dates from a time when Parliament
was on the watch against constitutional encroach-
ments by the Crown. It is wholly unnecessary to-day,
both because the Crown has become constitutional,
and because the modern practice of printing and cir-
culating Order Papers in advance gives members notice
of all coming business, It has degenerated into a
tedious and stupid anachronism, illustrated, for
example, by the annual debates on the Tea Duty.
This is debated now four times every year, on the
Committee Stage and on the Report Stage of the
Budget Resolutions, and on the Committee Stage and
on the Report Stage of the Finance Bill. In addition,
like any other item in the Finance Bill, this duty may
be referred to by speakers on the Second Reading,
and again on the Third Reading of the Bill. And the
arguments -on either side are few and painfully
familiar,

P.S. B
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The remedy is simple.? Financial resolutions should
be abolished. The Finance Bill, and likewise any Bill
imposing a public charge, should be treated like any
other Bill, and pass through the ordinary stages only ;
First and Second Reading, Committee, Report (if any)
and Third Reading. The Committee on Time would,
as on every other Government Bill, make a time-table
for it. An explanatory memorandum, in simple and
untechnical language, should be circulated with the
text of every Bill before the Second Reading debate, and
should draw attention to any public charge involved.

This common-sense change would mean one small,
and purely formal, alteration in the existing pro-
cedure. The Budget Speech is now delivered as a
preliminary to the Committee Stage of the Budget Re-
solutions. Under the proposed procedure it would
conveniently be made on a motion for the First Reading
of the Finance Bill. The law which gives new taxes,
or taxes annually renewable, validity from the moment
when the Budget Resolutions are passed, would need
amendment, so as to give validity to such taxes when
the Finance Bill passed First Reading.?

Alternatively, and pending this simple change in the
law, the Budget resolutions might be retained, though
all other financial resolutions were abolished, but they
should be required to pass through both their Com-
mittee and Report stages, the latter without debate,
on the day of the Budget speech.

1 But, like many other simple remedies, it has eluded many
inquirers. I first heard it suggested by my colleague Mr.
Lees Smith.

3 This is, I think, the only exception to the statement made
above that changes in the Standing Orders of the House of
Commons can be made by that House alone without the need
for legislation. But this is not a statutory change in which
the concurrence of the House of Lords is necessary, for the
required amending would be a Money Bill within the
meaning of the Parliament Act.
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On the Second Reading of the Finance Bill a general
debate could take place on the Government'’s proposals
both for raising and expending the public revenue, or,
in other words, on the financial aspects of the Govern-
ment’s Economic Plan. Precedents for such an exten-
sion may be found in more than one of the Budget
speeches of Mr, Churchill. And it is always the habit
of the Chair to allow a very wide range of debate on
this occasion, some ex-Chancellors of the Exchequer,
in particular, tending to roam discursively and at
great length over vast areas of platitude and precept.

It should be added that the abolition of financial
resolutions would not affect the rule, whereby only a
Minister of the Crown may propose the imposition of
a public charge. This very wholesome limitation,
which favourably distinguishes British public finance
from that of some foreign countries, would remain in
full force.

The complaint is often made that Parliament has
lost all effective control over finance, and many pro-
posals are made which are intended to " re-establish **
this control. None of these proposals seems to me to
have much utility. I agree with Lord Eustace Percy
that ** the legend that in some Golden Age in the past
Parliament exercised strict control over the Govern-
ment’s expenditure is an almost pure fiction ”’.* It
is the Treasury which, in fact, exercises control, far
more efficiently, and often far more obstructively, than
any body of private members could possibly do.
* Control ”’, in this context, nearly always means con-
trol by way of restriction. It needs a strong and
constructively minded Chancellor of the Exchequer to
prevent his officials from forcing a perpetual succession
of false economies upon other Departments.

From planning the time-table for a particular Bill
we pass logically to the problem of planning the time-

3 Government in Transition, p. 107.
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table for the parliamentary session as a whole. Here
the Government must be the prime mover, though the
Committee on Time will be its indispensable agent.
At present much time and energy are wasted on carry-
ing a number of Bills, including private members’
Bills, through some of their stages and then abandon-
ing them. Hence the parliamentary phrase * the
slaughter of the innocents’’. Unforeseen circum-
stances, of course, may require the introduction of a
Bill when the session is well advanced, but it should
be the general aim of the Government to make up its
mind as to its programme before the session begins,
to introduce all its Bills early and, having introduced
them, to pass them through all their stages, unless
discussion in the House and in the country causes the
Government so far to change its mind as to withdraw
the Bill. The Committee on Time will not, indeed,
be able to do its work to the best advantage, unless
it has before it a reasonably complete picture of the
sessional programme. As regards private members’
Bills it would be better if fewer got a Second Reading,
but if most which got a Second Reading passed,
amended where necessary, into law.

If, however, the Government is to begin each session
with a coherent plan, it follows that sessions must not
be too long, and that Ministers must have sufficient
time, when Parliament is not sitting, to put their plan
into shape, as well as to concentrate upon their major
Departmental problems. When Parliament is sitting,
particularly if the Government has only a small or
uncertain majority, really effective concentration is,
to put it mildly, very difficult.

I pass to the second principal reform. The form
of legislation should, in many cases, be more general
and less detailed than has been the practice hitherto.
Bills with a hundred clauses and a dozen schedules
are a legislative monstrosity, and should be discon-
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tinued. The drafting of such Bills involves long delays,
due to the need for protracted technical consultations.
It has been estimated that not less than three months
is at present required for drafting a so-called.” big
Bill . Successive drafts travel to and fro between
the Department, or Departments, concerned and the
office of the Parliamentary Counsel to the Treasury.
Ten to fifteen drafts have sometimes been made before
a Bill is ready for printing.

This is an intolerably slow process. It might, in-
deed, be somewhat speeded up, if the staff of the Par-
liamentary Draftsmen’s office were enlarged, which
probably should be done in any case, and if Ministers
could make up their minds more quickly on points of
detail. But the real remedy is much more funda-
mental. Detail should be applied in Ministerial Orders,
authorised to be made within the limits laid down by
a comparatively short and simple Statute.

The National Government has travelled far along
this road—in the multitude of economies enforced by
Orders in Council in 1931, in the recommendations of
its Import Duties Advisory Committee, in its Agri-
cultural Marketing Schemes ? and in other measures.

3 In a leading article in Ths Times of July 29, 1933, it is
claimed that ** the Milk Marketing Scheme ’, which the House
of Commons had just approved, * possesses a constitutional
interest which deserves closer analysis. The new procedure
which has been invented under the pressure of an overcrowded
legislative programme bids fair to meet all that is sound in
the criticism . . . that the House of Commons cannot be
expected to legislate for industries with the necessary know-
ledge and speed . . . and to meet it within the existing
Parliamentary framework . It isthen explained that an agri-
cultural group either submits a scheme, or asks the Minister
to prepare one. A public inquiry is then held into this first
draft. * This step in procedure is closely analogous to the
procedure upon a private Bill which is examined by a Select
Committee, The report of this inquiry is submitted to the
Minister, together with a confidential report from the Chair-
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It is no chance that this Government's first three
essays in speed were in enforcing economy-—mostly
in the social services, as a steppmg-stone to lower
income-tax—in setting up tariffs, and in helping the
farmer and the agricultural landlord These are the
three aims on which most of its supporters are keenest.
Their enthusiasms are narrow and concentrated, and
hence effective. Here, perhaps, is a moral for the
supporters of the next Labour Government, to con-
centrate on essentials and not diffuse their energies.

The substance of many of the particular Orders
thus made by the National Government is open to
strong criticism. But the principle underlying these
procedures, as distinct from their detailed application,
is sound. It is in line with the needs of the times,
and with the Labour Party’s own proposals.

Mr. Hore Belisha has put the case admirably.?

man. He makes what amendments, if any, seem good to
him in the light of these reports, and a final draft of the scheme
is submitted for the approval of the House of Commons by
affirmative resolution. This stage corresponds to the third
reading of an ordinary Bill, and does not really impose upon
members any unusual handicap. It is true that they have
not discussed as a House of Commons the principle of the
scheme or the amendments made in previous stages. But all
the evidence taken at the inquiry is open to them, and they
have already pronounced in favour of the principle of such
schemes by passing the Agricultural Marketing Act. . ..
This new procedure . . . contains so much promise of being
able to combine the liberation of Parliament from excessive
detail with the preservation of an effective measure of Par-

liamentary control that . . . it might be found suitable to
deal with other industries. . . . The strictures passed upon
it by Mr. Maxton . . . can only be explained by supposing

that the apostle of revolution does not recognise revolution
when he sees it. For the present House of Commons is revo-
lutionary in the sense that it prefers action to formality.”

1In a speech to the Barnsley Chamber of Commerce, re-
ported in The Times and quoted in The New Statesman, March

3, 1934-
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The scientific regulation of our imports and exports
has required that the Executive should have far more
pliable powers than it possessed under the old working
of the Parliamentary system. In this, too, a revolu-
tion has been achieved. We are showing how the Par-
liamentary system can be reconciled with swift action.
The precedent of the Import Duties Advisory Com-
mittee is capable of extension, and Parliament, instead
of being overwhelmed with detail, shows a tendency to
become the grand assize of the nation in which general
verdicts are given.

Parliament should settle general principles; Min-
isters should settle their detailed application, by way
of orders and regulations. This is sound modern
democratic doctrine. Sir Arthur Salter has expressed
this point of view very forcibly.

If Ministers in office usually become increasingly
incapable of consecutive thinking, the explanation is to
be found only partly in the greater range and com-
plexity of the problems now presented to them. It is
equally due to the Parliamentary environment in which
they work. Throughout the greater part of the year
they are exposed to daily questioning, and frequent
debates, on the details of their administrative action ;
their bills are subject not only to criticism in main
principle but to amendment in every detail ; the drain
on time and energy involved is doubled by the personal
representations and pressures which are added to these
public proceedings. This system worked well enough
when the issues were mainly political and relatively
simple. It does not work now. It is indeed visibly
breaking down throughout a great part of the world.
If Parliaments are to retain their essential powers, and
to discharge their responsibility to the public, on which
free government depends, it looks as if they must volun-
tarily surrender the powers and rights which are less
essential and which they are least competent to exercise.
Suppose, for example, that Parliaments met for only two
or three months in the year. In that time they could
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approve in main principle the legislation to be enacted
for the ensuing year, leaving its detail to be worked out
and applied by Order in Council ; they could review the
action of the Executive during the preceding year and
either, by approving it, give it a future lease of life, or,
by censuring it, secure a change and the appointment of
a new Cabinet. Ministers would then have three-quar-
ters of the year to work out, in conjunction with those
best qualified to advise them, the general policy for
which they had received a mandate.}

This statement shows sympathetic insight into the
sorrows of Ministers. But it goes too far. Two or
three months a year is too short a period for a par-
liamentary session, though, for the reasons given by
Sir Arthur Salter, our present length of session, often
running to eight and sometimes nine months,$ is too
long for maximum efficiency. It is interesting to
notice that in Sweden, that model democracy of
Northern Europe, Parliament sits every year for only
five months, from mid-January to mid-June.® This
period would, I think, be the minimum suitable to
British conditions, and would indeed almost certainly
require to be extended if, even with the aid of a
rationalised procedure, a large volume of legislation
is to be passed.

Sir Arthur Salter, moreover, contemplates that
Orders in Council would not be subject to any review
by Parliament, except in general terms and often after
an interval of many months. This gives too much

1 The Framework of an Ordeyed Society, pp. 41-2.

* Thus in the 1929-30 session Parliament sat for 38 weeks
and one day, in 1930-1 for 37 weeks and two days, in 19312
for 31 weeks and two days, in 1932-3 for 29 weeks and one day.

* Lord Eustace Percy suggests that the session sbould run
for six months, from February 1 to July 31, with two breaks
of ten days each at Easter and Whitsun, and with power to
the Government to summon special additional sessions when
necessary (Government in Tyansition, p. 112).
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power to Ministers, and too little to the House of
Commons. We need a reasonable compromise between
these too drastic proposals and our present practice.

The use of Orders in Council, and other forms of
Ministerial Order, is already well established in this
country. The arguments in favour of this practice are
overwhelming. They are set out in the Report of the
Commattee on Ministers’ Powers, commonly called the
Donoughmore Committee, issued in 1932, and in the
Memorandum on Parliamentary Problems and Proce-
dure, adopted by the Labour Party Conference at
Southport in 1934. They may be summarised as
follows : the present pressure on Parliamentary time ;
the technical nature of the subject matter of much
modern legislation ; the need, from an administrative
point of view, of time to work out technical detail ;
the difficulty of foreseeing, before the passage of a
Bill, all the contingencies and local conditions for
which provision will have to be made ; the desirability
of continuous adaptation to changing conditions, with-
out the need to introduce amending legislation ; the
value of making new experiments and of applying their
lessons ; the need in urgent cases, e.g. a sudden out-
break of foot and mouth disease, for swift adminis-
trative action.

The Donoughmore Committee, containing, like all
other Committees appointed while Mr. MacDonald was
Labour Prime Minister, only a minority of political
supporters of the Labour Party, established an un-
answerable case, as against the objections of Lord
Hewart and other old-fashioned lawyers, in favour of
the wide use of delegated legislation. It proceeded
to recommend that all Orders in Council and other
Ministerial Orders should be submitted to a special
Standing Committee of each House of Parliament.
Either of these Standing Committees would have power

1 Cmd. 4060 of 1932.
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to withhold its approval from any such Order not,
indeed, ostensibly on the merits of the Order, but on
the ground that it was improperly made under the
enabling Statute. Any Order so disapproved would
then be subject to debate, and to possible rejection,
in either House.

This proposal goes much too far. By comparison
with present practice, it isreactionary. It would create
delay and uncertainty, particularly as regards Orders
requiring to be made when Parliament was not sitting.
It would impose a heavy additional burden on busy
Ministers, who would be continually required to appear
before these Committees and argue at length on behalf
of the validity of their Orders. And it gives undue
influence, and new opportunities for obstruction, to
the House of Lords.

The Labour Party, therefore, in the Memorandum
quoted above, does not accept this proposal. But it
recognises that the Standing Committees of the House
of Commons may, not in all cases, but in suitable
cases, the range of which could be determined by
experience, perform the duties suggested by the
Donoughmore Committee. In other cases, the present
opportunities for Parliamentary criticism are quite
sufficient. In other cases, again, it may be provided
by Statute that powers conferred on Ministers may
be exercised without further reference to Parliament,!
although, of course, it would remain open for members
of the House of Commons to put questions to a Minister
on his use of such powers, or to move to reduce his
estimates, the equivalent of a vote of censure, or, on
other appropriate occasions, to criticise his policy.

To this I would add a further suggestion. It should
be provided, I suggest, that any Ministerial Order,
requiring Parliamentary approval, should be deemed

1 Power, for example, to acquire land compulsorily for
public purposes. See Chapter XVI.
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to be approved, unless both Houses of Parliament
rejected it within a given period. This would impose
a proper limitation on the powers of the House of
Lords, and equally on that of any other Second Cham-
ber which might take its place.

I now turn to two other problems of Parliamentary
procedure, that of the use of private members’ time
and that of private bill legislation promoted by Local
Authorities,

Out of the five working days in a Parliamentary
week, in the first part of the Session, two are normally
given to private members’ business: Wednesdays to
private members’ motions, two such motions being
taken during the day, and Fridays to private mem-
bers’ Bills. Government business, therefore, is limited
to three days a week. About half-way through the
session the Government generally takes away all pri-
vate members’ time. These arrangements work badly.
Some private members’ motions, though by no means
all, serve a useful public purpose by ventilating impor-
tant questions and drawing a declaration of Govern-
ment policy. But they are purely academic. They
issue in no action.

Of private members’ Bills, introduced on Fridays,
a very small proportion reach the statute book.?
Frequently they are * talked out’’, without even a
vote on the motion for second readmg Long and
numerous obstructive speeches are often made on one
Bill, in order to spin out time and prevent the Bill
standing next on the Order Paper from being reached.
Even if a private member’s Bill passes its Second
Reading, it is often blocked in Standing Committee and
has no chance of becoming law unless the Government
will * take it up "'.

1 In the period 1924—9 the number of such Bills passed was

29 out of 119 introduced. Of all private members’ Bills
during this period 60 were passed out of 430 introduced.



66 DEMOCRACY

I suggest that a Government, intent on putting
through a big legislative programme of its own, should
take all private members’ time, not half way through,
but at the beginning of the session, and should relin-
quish time to private members, when the Government
programme was well under way. But two days a
week is an excessive ration, and I would suggest that
half a day a week for private members’ motions, or
a full day once a fortnight, would be adequate. Like-
wise, for private members’ Bills one day a fortnight
would be sufficient. But this day should be more
effectively used. A Bill which gets a Second Reading
should be assured a reasonable chance of passing into
law, and the Committee on Time should make hypo-
thetical time-tables for Bills, whose authors were lucky
in the ballot, before such Bills were presented for
Second Reading. Normally, half a Parliamentary day,
and even half a Friday, which is a short day, should be
sufficient for a Second Reading debate on a private
member’s Bill. Two such Bills, therefore, might
receive a Second Reading on a Friday and pass on,
under the time-table, to Standing Committees.

The farcical procedure, whereby a long list of private
members’ Bills, having reached various stages, stand
on the Order Paper, day by day, and are called over
by the Clerk at the end of a sitting, a single member,
by calling out ““ object "', having the power to block
them, should be ended. If a Bill is worth a Second
Reading, it is worth further systematic discussion.

Private Bill legislation, when promoted by Local
Authorities, is very costly, time-wasting and incon-
veniently concentrated in London. This paraphernalia
should be swept away.

In general a Local Authority, I suggest, should apply
to the appropriate Minister for Orders, which he should
have power to grant, after an expeditious local inquiry
and the hearing of objections. But these should
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usually be stated by laymen in plain language, and
not by highly paid lawyers in elaborate jargon. Under
the procedure outlined above, the House of Commons
might have power to challenge any such Ministerial
Orders.

There is also another approach to this question,
namely by the passage of a Local Authorities Enabling
Bill, extending the range of functions which Local
Authorities may legally undertake without seeking the
specific approval of Parliament. The Labour Party
has often advocated such a measure, which should
find a place in a five years legislative programme.

In this chapter I have sketched a series of reforms,
practical rather than theoretical, designed to increase
the efficiency of Parliament. By such means, I believe,
we can vindicate Democracy and, when the electors
demand it, accomplish Socialism, and make the old
Mother of Parliaments young again, and healthier by
far than some of her ailing offspring on the Continent
of Europe.



CHAPTER VII
EMERGENCY LEGISLATION

EMERGENCY Legislation is a well-recognised variety of
British law. Special emergencies, according to the
judgment of the Government of the day, call for special
measures to surmount them. This is explicitly stated
in the Report of the Donoughmore Committee,! a body
on the whole very Conservative in its outlook. The
Committee give as examples the Defence of the Realm
Act, the Emergency Powers Act of 1920, and the
financial legislation of the National Government in
1931. The latter, it will be recalled, included, not only
wholesale economies, but strong powers of control over
the export of capital. The Committee proposes no
limit on emergency legislation except that * it is the
essence of constitutional government that the normal
control of Parliament should not be suspended either
to a greater degree, or for a longer time, than the
emergency dtmands’’. The Labour Party’s Memor-
andum, mentioned in the last chapter, is in close
agreement on this point with the Donoughmore
Committee.

I quote in full the relevant passage from this
Memorandum.

In the event of the victory of the Labour Party at a
General Election being accompanied or followed by an
emergency situation for which the normal powers of
government -are not now adequate, the Labour Govern-

1 Report, pp. 52-3.
68
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ment, formed as a consequence of that victory, would
secek for the necessary emergency powers from Parlia-
ment to deal with the position. This method follows
the course adopted by Governments in 1914, 1926 and
1931. The Labour Government would ask for such
powers, and such powers only, as the nature of the emer-
gency required. eir use would be for the period of
the emergency only, and for the problems which it
raised, while the Orders and Regulations issued under
the Emergency Act would be subject to discussion in,
and approval by, the Houses of Parliament. In the
event of the situation requiring such a measure, it would,
of course, be introduced as soon as the Labour Govern-
ment met the House of Commons, and be passed through
Parliament forthwith, Resistance to such a measure
by the House of Lords would involve the use of all
necessary powers in accordance with Constitutional pre-
cedent; and the Party would interpret its mandate
from the electorate as conferring upon it full authority
to proceed in this way. The powers taken would have
a definite and clear relationship to the character of the
emergency created, and they would be operated with a
view to the most rapid return possible to the processes
of normal government.}

Two points in this passage need emphasis. First it
deals with a hypothetical situation. Thereis noreason
to assume, or even to regard as probable, any ‘* emer-
gency situation ”’, in the event of a victory of the
Labour Party, however sweeping, at the polls. The
programme of the Party has been plainly stated. It
is a programme of Socialism and Peace, of Reconstruc-
tion, Planning and Employment, and of Social Equality.
But it is not a programme of violence or confiscation
or inequity. It is to be achieved by democratic and
constitutional means. It is the British habit to respect
electoral verdicts and the Governments they bring in

1 Annual Report of the National Executive of the Labowr
Party, 1934, p. 122. .
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their train, most of all at the outset of their period
of office, when their moral authority is fresh and
unquestionable. We are entitled to expect that this
habit would be maintained, and that even vehement
opponents of the Labour Party would, if defeated at
the polls, behave with propriety and public spirit.

If, however, this expectation is disappointed, and
attempts are made by unpatriotic persons in any section
of the community, either by their own acts or by acts
to which they urge others, to dislocate the economic or
financial life of the country, or in any other way to
create or exploit ““ an emergency situation”’, it will
be the duty of the new Government, both to those who
supported them at the election, and to the country
as a whole, to govern resolutely, and to take whatever
steps are necessary to safeguard the national interests.
If it is clearly understood beforehand that this will be
done, it is less likely that it will need to be done.

In the second place, the passage which I have
quoted makes reference to the House of Lords. The
House of Lords, unlike the House of Commons, derives
no moral authority from a general election. I shall
have more to say about this body in the next chapter.
Here I merely emphasise that, if a newly elected House
of Commons, and a new Government in which that
House has confidence, judges that an emergency exists,
and that certain legislation is required to deal with
it, the House of Lords has no moral authority to
dissent. If it does so, it must take the full constitu-
tional consequences. In an emergency there will be
no time for lengthy argument, only for brisk action.



CHAPTER VIII
THE HOUSE OF LORDS

QUITE apart from any hypothetical part which it might
play in a hypothetical emergency, the House of Lords
is a blot on British democracy. No such collection of
personages, hereditary nobles, though subject to a
continuous dilution by the manufacture of new noble-
men, is, or would be, tolerated as a Legislative Chamber
in any British Dominion or in any foreign state which
claims to be self-governing.

In the words of Mr. Ramsay MacDonald,

purchased peerages can carry no social respect and no

political authority, and therefore the House of Lords as
1t exists whilst this is being written is doomed... . To
form people who have inherited or bought peerages into

a constituency has obviously no justification in reason.t

The House of Lords has a long black record, both in
its hostility to measures of social improvement and in
its supine acceptance of reactionary measures.? The
single instance in its recent history when it accepted
a motion for the closure of debate was when a Labour
peer, Lord Amnold, was attempting in 1926 to state
a case against the extension of the legal hours of work
in coal mines. The Lords on this occasion were less
anxious to listen than to scramble through their work

3 Socialism, Critical and Conmstructive, pp. 283—¢4 (Pocket
Library Edition, Januvary, 1929).

% Mr. A. L. Rowse gives a good summary of this record in
his pamphlet on The Question of the House of Lords (Hogarth
Press, 1934). :

XN 71 b
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and go home to dinner. From 1906 to 1909 they so
abused their powers by the rejection and mutilation
of what seem, at this distance of time, a most mild
series of reforms introduced by the Liberal Government
of those days, culminating in the rejection in 1909,
contrary to all constitutional precedent, of the Finance
Bill of that year, that it was found necessary to pass the
Parliament Act of 1911, and toinform their Lordships
in advance that, if thismeasure were rejected, the Crown,
on the advice of Ministers, would add sufficient new
peers to their number to make a Ministerial majority.

The Parliament Act deprives the Lords of all power
over Money Bills, certified as such by the Speaker of
the House of Commons, and limits their power to hold
up any other Bill 2 to a period of two years, if in this
period the House of Commons has passed the Bill in
three successive sessions, whether of the same Parlia-
ment or not. But, even so, the Lords retain vast
powers of obstruction and delay. These could be used
to make hay of the whole legislative programme, other
than the Budget, of a Labour Government. The
Labour Party, therefore, is committed, as a democratic
party, to the abolition of the House of Lords.?

And what manner of legislative chamber, we may
ask in passing, is this House of Lords? Viewed by a
spectator on a normal day, it is a droning, drowsy
place. One sympathises with the late Duke of Devon-
shire, who once declared that he fell asleep and dreamed
that he was addressing the House of Lords, and woke
and found that it was true. The attendance of the
peers is derisory. Habitually the great majority
neglect their legislative duties.

1 Except a Bill to extend the duration of a Parliament
beyond five years.

* This is no new attitude. Labour members spoke and
voted for the abolition of the Lords during the debates on
the Parliament Bill nearly a generation ago.
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The House of Lords counted, at the beginning of
1932, 729 members (excluding thirty minors who had
not taken their seats). The average number taking
part in a Division, over the period 1919-31, was 83.
The House divided during this period on 439 occasions.
Only 119 of the peers voted in as many as one hundred
of these Divisions, only thirteen in as many as two
hundred. The peers who never voted in a single
Division number 111. 371 of the peers, or more than
half, never spoke in any debate during this period, and
those who in these thirteen years spoke at least ten
times number only ¢8.2 In their capacity as legis-

11 take these figures from an article by J. Crighton and
H. J. Laski published in Ths New Statesman of March 4, 1933.
The authors add an interesting table showing the occupations,
as published, of the peers. 246 owned land. Directorships
were held, in Insurance Companies by 112 peers, in Finance
and Investment Houses by 74, in Banks by 67, in Railway
Companies by 64, in Engineering and Shipbuilding by 49,
in Mining other than Coal by 29, in Coal, Iron and Steel by
27, in Shipping by 26, etc. In these figures there is, of course,
much over-lapping of individuals. How many peers showed
any genuine activity in their Directorships is not disclosed.
A considerable number, it may be surmised, acted as part
of the window dressing only, to attract innocent funds and
custom. E, T. Hooley, one of the outstanding financial
crooks of the pre-War period, boasted that he was the pioneer
in the use of noble " guinea-pig ** directors as baits for the
investing public. ** When 1 bought the Dunlop business in
1896 , he says, ** I thought it would be a good idea to have
some well-known people on the board, and so I got hold of
an Earl, now deceased, and said to him, * I'll give you {10,000
for a Duke and £5,000 a piece for a couple of ordinary peers,

I don’'t mind who they are, so long as they are fairly well-
known." °‘ Right you are, my boy, he replied breezily, *
won't take me long to find them.” Nor did it. He brought
the Duke of Somerset along and another noble Earl. That
was good enough for me. The new company duly came out
with its titled directors and was a roaring success.” Quoted
by Thomas Johnston, The Financiers and the Nation (Methuen,
1934), Pp. 37-8. Has the race of titled guinea-pigs died out ?
I think not.
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lators, at any rate, the peers have thoroughly earned
the title of * the idle rich ',

Yet, when it is desired to mutilate or destroy a
measure passed by the House of Commons, a sufficient
handful of Tory partisans can always be scraped to-
gether for this purpose.

A study of authoritative text-books, such as Anson’s
Law and Custom of the Conststution, suggests that there
may be a good historical and legal case for the view
that the Crown, on the advice of Ministers, may issue
writs of summons to Parliament, not to all peers in-
discriminately as now, but to selected peers only. A
reasonable basis for such selective summons might
be found in the record of individual peers, in atten-
dance, votes and contributions to debate in the
previous Parliament. Those who had fallen below a
minimum standard of performance in these respects,
and had thus failed to respond loyally to the Royal
summons to assist in legislation and deliberation on
great public issues, might properly have their names
struck off the list. The number of effective members
of the House of Lords would thus be much reduced
and, if there were further serious exhibitions of parti-
sanship and failure to co-operate with the majority in
the Commons,.a comparatively small creation of new
peers, supporters of the Government of the day, would
be sufficient to overcome recalcitrant obstruction by
the Second Chamber, This method of handling the
problem is, I suggest to constitutional experts, at least
worthy of careful consideration.

Yet, in their prim seclusion from the outer world,
the Lords cherish some strange illusions. A notable
feature of their attitude towards themselves is their
* collective self-approval *’, as was remarked by Lord
Snell on May 7, 1934.

In those spring days of 1934 an old man’s fancy had
turned to thoughts of *“ House of Lords Reform .



THE HOUSE OF LORDS 75

Lord Salisbury's Bill, to strengthen the powers of the
Lords to thwart the Commons, and to deprive the
Crown of its prerogative to create, on the advice of
Ministers, sufficient peers to make the Commons’ will
prevail, led to a long and interesting debate.

One Noble Lord observed that “if the Crown
assented *’ to the abolition of the House of Lords, ‘ the
allegiance of a great number of people would be lost *’.
Another Noble Lord declared that to attack the House
of Lords was to attack the foundations of Christianity.
Loyalty to the Throne and a true understanding of
the Christian religion wear strange disguises in their
Lordships’ circle. And yet these men are legislators,
removable, as the Constitution stands at present, by
no election short of death!

The Labour Party proposes to modify the Consti-
tution, so as to provide them with an earlier exit. A
Labour Government’s mandate must include authority,
to quote words spoken by Mr. Winston Churchill long
ago, in support of the Parliament Bill, * to clear the
road which leads from the representatives of the people
to the steps of the Throne."

The Labour Party’s intentions have been plainly
declared. It will seek a mandate at the next election
to entitle a Labour Government, by due constitutional
process, to treat the House of Lords as an antiquated
traffic obstruction on the democratic highway, and to
remove it, 1 quote again, for the sake of clarity and
precision, from the Memorandum approved by the
Labour Party Conference of 1934 :

A Labour Government meeting with sabotage from
the House of Lords would take immediate steps to over-
come it; and it will, in any event, take steps during
its term of office to pass legislation abolishing the House
of Lordsas a legislative Chamber. If the Party obtained
a mandate from the people in support of its policy, the
Labour Government would regard it as a duty to carry
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that policy through by the necessary legislation and
administrative action. The Party will, therefore, at the
next General Election, make it clear to the country that
in placing its policy before the people, it is also asking
for a mandate to deal forthwith with any attempt by
the House of Lords to defeat the will of the people by
rejecting, mutilating or delaying measures which formed
an essential part of the programme approved by the
electorate.

Precisely how, and in what sequence, relatively to
other items in its programme, the Labour Party’s in-
tentions regarding the House of Lords should be carried
out, must depend on circumstances. And one of the
circumstances must be the conduct of the Lords them-
selves towards a Labour Government and its proposals.
It would be possible to pass a Bill abolishing the House
of Lords under the procedure of the Parliament Act.
It might be necessary to seek, in accordance with con-
stitutional precedent, a speedier settlement of accounts.
The primary purpose of a Labour Government would
be to carry through its programme of economic and
social change. Mere constitutional change, though
important, would at the outset be secondary. But it
might quickly become primary, if the Lords chose to
make it so. And British public opinion, slow to anger
on what might seem an abstract question, might soon
boil over on a practical issue and demand an early
remedy for gross obstruction of a newly elected House
of Commons.

On the question whether there should be any Second
Chamber and, if so, of what kind and with what powers,
there is a variety of opinion in the Labour Party. In
what follows I state only my personal opinion.

There is an undoubted attraction in the view that no
Second Chamber is necessary. Government would
then be vested in Crown, Cabinet and Commons, the
Commons expressing, through the Cabinet and to the
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Constitutional Crown, the will of the people. Such a
constitution would be fully democratic in form, and
strong in its simplicity. It might be further strength-
ened against exaggerated discontinuities by substi-
tuting, for the present method of Parliamentary
general elections, the method of partial’ renewal
practised in most of our Local Government elections,
a fraction of the members of the House of Commons,
say one-fifth, retiring by rotation every year.

To such a constitution we may come in time. But,
as an immediate solution, it might lack stability. A
Labour Government might impose it, and a succeeding
Government, of another political colour, reverse it and
reintroduce a Second Chamber, distasteful in its
composition to Socialists and other democrats, and
armed with excessive powers. Cromwell set up a
Single Chamber, but it did not last long. The House
of Lords sailed back on a reactionary tide. To con-
stitutional prudes Single Chamber Government looks
too naked to be decent. Fearful of nameless dangers,
they call for another layer of clothing.?

There is, therefore, much to be said for examining
the possibilities of a Second Chamber which shall be
free from the overwhelming objections rightly urged
against the House of Lords. Many suggestions have

3 The argument that a Labour Government should not so
act as to provoke a reaction by a succeeding Government,
must be given its due weight by common-sense judgment
in particular cases. But not more than its due weight.
Because dogs bark, the caravan must not be halted. There
is, of course, a risk of the reversal of all measures of socialisa~
tion. But I do not much fear this, if the new institutions
have got into good working order, and justified themselves
in action. The wholesale repealing by one Government of its
predecessor’s measures is a barder and less attractive business
than it sounds, and is not, in fact, the British political method.
But some particular measures, more than others, may invite
repeal, and in my view the creation of a Single Chamber would
be one of these.
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been made as to the powers and composition of such
a Chamber. 1 take for granted that, whatever its
composition, its powers should not be greater than
those of the Lords under the Parliament Act. Cer-
tainly, indeed, they should be less, for the possibility,
which now exists, of a two years delay in the
enactment of all measures other than Money Bills, is
preposterous.

But composition matters more than powers. The
Second Chamber must be so composed as not to have
the will to thwart the Commons. Except under a
Tory, or worse than Tory, Government, such as the
present, when they sleep soundly, the Lords, run by
a gang of Tory partisans, have by their past conduct
discredited any idea of helpful relationship between
the Commons, rightly dominant in policy, and a sub-
ordinate, but co-operatively-minded, Second Chamber.
But such a relationship is not impossible.

The simplest way to create it is to provide that
members of the Second Chamber shall be chosen by
the House of Commons itself. This method was first
adopted in Norway, and has been copied in other
modern democratic constitutions. It is ably defended
by Mr. H. B. Lees Smith in his book on Second Chambers
#n Theory and Practice, and is supported, in conjunction
with other changes, with which we are not here con-
cerned, by Mr. and Mrs. Webb in their book on 4
Constitution for the Socialist Commonwealth of Great
Britain. They callit a Committee of Revision. It was
also recommended by the Conference of members of all
Parties, presided over by Lord Bryce in 1918, as the
method of selecting three-quarters of the members
of a reformed Second Chamber.

This method has advantages over various alter-
natives which have been proposed, e.g. nomination by
the Crown on the advice of Ministers, direct election
by popular constituencies, and indirect election through
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the Local Authorities. It is the best available form of
indirect election.

There is no need to adopt the rigid Norwegian rule,
whereby the choice of the popular Chamber is limited
to its own members. It is better to allow the widest
range of choice. I have suggested, for example, in a
previous chapter, that Elder Statesmen, too old to
continue as members of the House of Commons, might
suitably be elected to such a Second Chamber. A
member of the House of Commons chosen by his fellows
to sit in the Second Chamber should, of course, resign
his seat.

Minority Parties in the House of Commons should
have their fair share in selecting members of the
Second Chamber. To ensure this, some method of
proportional representation should be adopted. Most
unsuitable, as I have argued above, as a method of
choosing members of the House of Commons by direct
election, this method has advantages in certain cases
of indirect election. A very simple form of it would
be, if, for example, a House of Commons of six hundred
members had to select one hundred members of the
Second Chamber, to allow any six members of the
former to unite in choosing one person to serve in the
latter.

Of the members chosen by the House of Commons,
all might be chosen at the beginning of each Parliament
and might sit in the Second Chamber for the duration
of that Parliament, subject, of course, to the possibility
of being chosen again in the next. Or, if a greater
continuity of membership were desired, they might be
chosen to sit for the duration of two Parliaments. At
any given time, under this plan, half would have been
chosen by the sitting Parliament, and half by its pre-
decessor. There is something to be said for both these
methods. I suggest that the maximum power which
the Second Chamber should be entitled to exercise
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should be to delay a Bill, other than a Money Bill, for
one Parliamentary session and, with a co-operative
spirit prevailing between the two Chambers, even this
power would very seldom be exercised.

The true function of the Second Chamber should be
to examine Bills passed by the House of Commons
and to suggest amendments not destructive of their
main principles, to modify legislation, but not to defeat
it. Improvements in drafting, to remove ambiguities
and narrow the scope for subsequent litigation, and
the avoidance of unintended inconsistency with existing
legislation, would be two of the chief duties which such
a Revising Chamber might usefully perform.

Bills dealing with comparatively non-controversial
subjects might sometimes be conveniently first intro-
duced in the Second Chamber, and put into good shape
before being submitted to the House of Commons.
There are many such Bills commanding a large measure
of popular support, but for which there is, under the
present high pressure on Parliamentary time, no
opportunity of sufficient consideration. Their chances
of passing into law would be thus increased, since the
time required to be spent on them in the House of
Commons would be diminished.

A Second Chamber, small in numbers and constituted
on these lines, would, in my judgment, be a useful
element in the Constitution, not undemocratic in its
basis of selection, neither able, nor likely to aspire, to
challenge the supremacy of the House of Commons,
and furnishing, one may reasonably hope, a settlement,
moderately stable, of a long constitutional controversy.
Its name is not a matter of the first importance. But
to give it dignity and follow the nomenclature adopted
in several of the Dominions and in a number of foreign
countries, I should not grudge it the title of a Senate.

The House of Lords, through the Law Lords, is now
the supreme Court of Appeal. This legal function has
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no logical connection with its legislative powers. It
could continue to be exercised, by judges appointed as

at present, when the Lords as a legislative Chamber
had been abolished.



CHAPTER IX
SOME PROBLEMS OF GOVERNMENT

In 1933 the National Executive of the Labour Party
issued a Report on Labour and Government, which was
submitted to, and approved by, the Annual Confer-
ence of the Party at Hastings in that year.}

This Report must be read in relation to some of
the events of 1929-31, on which it represents a retro-
spective judgment by the Party and an intention to
prevent their repetition. The Report deals with some
of the problems which would confront the Party, when
in office or on the threshold of office. The general
intention is to emphasise by appropriate means the
Party’s democratic character; to check tendencies
towards a “‘ dictatorship ’ within it, either by the
Prime Minister or, in a lesser degree, by the Chancellor
of the Exchequer; and to provide for closer contact
and more effective consultation between the various
sections of the Party during any future period of
Labour Government.

The principal recommendations in the Report are
as follows :

(1) The final decision as to whether, after a general
election, the Party should take office or not, must rest
with those members of the Party who have been elected
to Parliament. This is a fundamental requirement of
Parliamentary democracy. But the Parliamentary

* Report of the Thirty-Third Annual Conference of the Labour

Party, 1933, pp- 8-11.
82
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Labour Party, before taking its decision, should have
before it the views of the National Council of Labourand
its three constituent bodies, the National Executive of
the Labour Party, elected by thedelegates to the Party’s
Annual Conference, the Executive of the Parliamentary
Labour Party, elected by the Labour Members of
Parliament, and the General Council, elected by the
delegates to the Annual Trade Union Congress.

Further, if the possibility of a Minority Government
again arises, the National Executive would immedi-
ately summon a special Conference, on the same basis
of representation as an Annual Party Conference, at
which also the members of the National Council of
Labour would attend. The view of this Conference
would, likewise, be before the Parliamentary Labour
Party, when it decided whether or not the Labour
Party should agree to form a Government.

(2) Inthe event of a Labour Government being formed
the final responsibility for the appointment of Ministers
must continue to rest with the Prime Minister, who
would, of course, be the elected leader of the Parlia-
mentary Party. But the Parliamentary Party should
choose three of its members who, together with the Sec-
retary of the Labour Party, should advise and consult
with the Prime Minister concerning such appointments.

(3) The Prime Minister should be subject to majority
decisions of the Cabinet, and should only recommend
the Crown to dissolve a Parliament, which had not run
its normal course, on the decision of the Cabinet, con-
firmed by a decision of the Parliamentary Labour Party.}

(4) Public expenditure, and finance generally, should,

8 Mr. MacDonald recommended the dissolution of 1924
without any proper consultation with his Cabinet colleagues,
much less thh the Parliamentary Party. In the formation
of the National Government in 1931 he acted in complete
disregard of any responsibility, either to the Cabinet as a
whole, or to the Parliamentary Party.
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like any otherimportant question, be a matterof Cabinet
decisioninrelation to the Government’s policy asa whole.
It is recommended that ** the excessive authority in
this field which has in the past been exercised by the
Chancellor of the Exchequer ** should be diminished.?

(5) There should be closer contacts, in many direc-
tions, than under the last Labour Government:
between Ministers themselves, both members of the
Cabinet and others ; between Ministers and members
of the Parliamentary Party; between Parlia-
mentarians, whether Ministers or M.P.’s, and the
Labour Movement outside Parliament.

It is recommended, in particular, that three Mem-
bers of the Cabinet should devote themselves to liasson
duties. One of these should specialise in keeping con-
tacts between the Prime Minister and his colleagues
on the one hand and the Parliamentary Party on the
other. With the Chief Whip he should attend regu-
larly, and other Ministers might attend occasionally,
the meetings of the Consultative Committee of the
Parliamentary Party.

1 The officials of the Treasury, always inclined towards the
aggrandisement of their Department, found in Mr. Snowden,
as I bave already remarked, a chief after their own bearts.
A member of the Second Labour Cabinet told me that he once
wished to place a certain question on the Cabinet Agenda.
He was informed by an official of the Cabinet Secretariat that
this was against the rules. This particular question, like
almost every other, “ involved finance **, and the Minister
was referred to a Cabinet Minute of 1924, which laid it down
that no Minister could raise in the Cabinet any question
involving finance, unless he had first secured the approval of
the Chancellor of the Exchequer. This remarkable Minute
was obtained by eager Treasury officials from the Cabinet
through the willing agency of Mr. Snowden during his first
term of office as Chancellor.

* This Committee is elected by the Parliamentary Party
from those of its members who are not Ministers. It takes
the place, when the Party is in ofhice, of the Executive of the

Parliamentary Party.



SOME PROBLEMS OF GOVERNMENT 83

It is further recommended that “ the fullest oppor-
tunity should be given for Ministers to make state-
ments to members of the Parliamentary Party regard-
ing their Departmental work ’’ and that, *in order
to make fuller use of the services of private members,
Ministers should keep in touch with groups of members
interested in, and having special knowledge of, par-
ticular problems dealt with in their Departments .2
Further, with regard to proposed industrial legislation,
with which it is directly concerned, the General Council
of the Trade Union Congress should be fully consulted.

The intention of all these Jiaison provisions is excel-
lent. The need for something of this kind was felt by
many of us, with increasing and finally with over-
whelming force, during the second Labour Govern-
ment.

But these provisions are formidably complex. I
believe that they would be workable and salutary,
provided there is goodwill and energy and common
sense in plenty, and reasonable forbearance in pressing
personal points of view. Otherwise the whole machine
will choke.

It is terribly easy—anyone can do it—to make a
paper plan providing, in theory, for a *‘ suitable™
network of Committees, of ‘* adequate facilities for
consultation” and of * appropriate co-ordinating
machinery ’. But, in practice, a network * suitable *’

31 This idea, of unofficial Committees of Ministerialists,
helpfully working in conjunction with particular Ministers, is
‘practical. One or two Ministers in the Second Labour Govern-
ment adopted it, and the National Government encouraged
the setting up of ** Economy Committees *, composed entirely
of Conservative members, in 1931 and 1932. This is a useful
precedent. A rival idea, that of creating official Depart-
mental Parliamentary Committees, on which all parties would
be represented, has only theoretical attractions, and would
delay rather than accelerate business, give new opportunities
&f obstruction to the Opposition, and impose new burdens on

inisters,
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for what? For trapping time, for delaying decision,
for consulting till the hot iron has grown cold, for
co-ordinating all activity to a standstill. This is the
danger, and it is very real. We have a fondness for
committees in the Labour Party, and we must watch
ourselves, lest we become victims of this habit-forming
drug.

However excellently they are prepared, however
exhaustively they are ‘pursued, at some point these
consultations must end. At some point one man, or
a few men, must be given power to act, to go ahead,
to put a stop to more talk and to the circulation of
more memoranda.

But one conclusion emerges very clearly. The
requirements of effective liasson conflict fatally with
the idea of a small Cabinet, five or six or seven, of
so-called ‘‘ Super-Ministers *. This idea has never
been accepted by the Labour Party, but it has been
a good deal talked and written about by individuals.
The arguments used in its favour seem to me to be
theoretical, and to break down when brought into
contact with practice.

It has been suggested that a few Super-Ministers—
for * Industry ", for “ Social Services *’, etc.—should
be placed over groups of Ministers, responsible for
separate Departments, most of which are now separ-
ately represented in the Cabinet. But what would be
the gain of this? These would not be * Ministers
without Portfolio”’; they wculd be Ministers with
too many Portfolios. Someone must be finally respon-
sible, in Parliament and elsewhere, for each Depart-
ment. That someone, when any critical issue arises,
must be the Super-Minister. Otherwise, what is the
meaning of his title and his function? He would,
therefore, have to keep in touch with all important
and many unimportant issues, in each of his group
of Departments, and to do this with an improvised,
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scratch staff. He would inevitably become over-
worked and ineffective. The small Cabinet of Super-
Ministers seems to be based on the idea that running
a single Department efficiently is only a second-class
job. This is a false approach.

Nor would a small Cabinet, in practice, be likely to
be quicker and more decisive in action than a large
one, provided the work of the latter were properly
organised. Members of a small Cabinet would ‘prob-
ably have to spend much more time and effort in
consultation with Ministers outside the Cabinet than
would be saved by limiting the numbers present at
Cabinet discussions. Members of the second Labour
Cabinet, it is reported, did not, with one notable
exception, waste time in Cabinet by excessive talk.
Indecision, indeed, there was, but the Great Master of
Indecision was in the

Two other arguments wexgh heavily against a small
Cabinet. This would tend to be composed of older
leaders of the Party. The younger generation would
have less chance than ever of influencing policy. .

The other argument is psychological. The Labour
Party is less tolerant than it was, in the days of Mr.
MacDonald and Mr. Snowden, of the idea of a few
superior people who will settle what can be done and
what cannot. The Party, I fancy, will prefer, as a
safeguard against excess of individual leadership, that
corporate leadership shall be shared by more, rather
than fewer, leaders.

What is required is to have in the Cabinet several
Ministers with leisure to think, to watch the changing
political and parliamentary situation, to take stock,
from time to time, of achievements and failures up
to date, and of the progress of the Government’s pro-
gramme, to initiate new ideas and new problems of
policy to be studied, to keep their heads above the

waters of detail, which are apt to drown Departmental
P.S.
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chiefs. These Ministers must be free from, or only
very lightly burdened with, Departmental duties.
They could be used for three other sets of duties, which
would conveniently fit in with one another. First,
the duties just indicated ; second, the lsasson duties
mentioned above ; third, as a nucleus of Cabinet Com-
mittees.

If new Departments are needed, and probably some
will be, they should be created, and properly staffed,
with a view to permanence. At some stage in the
life of the next Labour Government, for example, it
may well be desirable to create a new Ministry of
Finance, separate from the Treasury, to supervise
new socialised and semi-socialised financial nstitu-
tions.!

But we should not repeat the disastrous experiment
of 1929 and make some Minister, nominally non-
Departmental, responsible for Supra-Departmental
duties, as when the office of Lord Privy Seal was used
to give Mr. Thomas, without any proper staff, an
opportunity “ to deal with unemployment ’’.

If, however, we reject the idea of the small Cabinet,
we must reorganise the working of the Cabinet of
some twenty members, which we shall still retain.t

Less business, particularly small detail, should be
brought before the Cabinet. Individual Ministers
should be encouraged, rather than hindered, in going

1 This, however, would require new legislation, as would a
number of other highly desirable redistributions of duties
between different Departments. We should not take up much
time with legislation of this kind, until we have completed our
most urgent tasks.

2 Certain mergers of offices might be made, without legisla-
tion, simply by appointing one man to hold two or more
offices. Thus there is a strong case for one Minister of De-
fence, to combine the duties of the Ministers for War and Air
and the First Lord of the Admiralty. Also for merging the
Dominions Office with the India Office, or with the Colonial
Office, as of old, or possibly with the Foreign Office.
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ahead with their Departmental policies, once these
have received the general approval of their colleagues.
More responsibility, also, should be devolved on
Cabinet Committees, with power to act, without
reference back, within broad lines laid down by the
Cabinet as a whole, It is not useful to make a pre-
cise plan at this stage for these Committees. Much
must depend, when the time comes, on personal fac-
tors and on what problems press hardest. But I shall
have something more to say on this subject, from
another angle, in Chapter XXX on the Machinery
of Planning,
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CHAPTER X
FORMS OF SOCIALISATION

SociaLists hold that public ownership and control
should replace private ownership and control over av
steadily increasing part of the economic field. The
Labour Party proposes that, within the normal life-
time of a Parliament in which it has a majority, an
important group of industries and services, central in
the life of the nation, shall be added to the socialised
sector.

There are many possible forms of socialisation. As
Mr. Tawney has put it:

The constitution of the industry may be_* unitary ”,
as is (for example) that of the Post Office, or it may be
** federal ”’, as was that designed by Mr. Justice Sankey
for the coal industry. Administration may be cen-
tralised or decentralised. The authorities to whom it is
entrusted may be composed of representatives of the
consumers, or of representatives of professional associa-
tions, or of State officials, or of all three in several
different proportions. Executive work may be placed
in the hands of civil servants, trained, recruited and
promoted as in the existing State Departments, or a
new service may be created with a procedure and stan-
dards of its own. The industry may be subject to
Treasury control, or it may be financially autonomous.
The problem is, in fact, of a familiar, though difficult,
order. It is one of constitution making.t

Since this passage was written, in 1921, a new type
3 The Acquisitive Sociely, pp. 141-2.
93
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of constitution has gained ground, that of the Public
Board, or Public Corporation.

It was, I think, the late William Graham who first
popularised this latter title. It conveniently describes
a certain type of economic organisation, Socialist in
its essential character, but allowing for great variety
in detail.?

We must avoid the temptation to construct a doc-
trinaire and cast-iron pattern, and seek to make all
socialised industries and services conform to it. There
is no one best way of organising all socialised enter-
prises. Still less is there one permanent best model,
to be created in one act and to remain unchanged
throughout the future. We must experiment, adapt,
learn from experience, and encourage variety of form
to fit variety of conditions.

Direct administration by a Minister through a
Government Department is apt to be regarded now-
adays as an old-fashioned form of Socialism, not a
suitable model for new socialised undertakings. The
.Past Office is the classical British example. But even
here a process of adaptation is taking place. Exces-
sive centralisation of administration in the hands of
.a few high officials has been broken down. A new
‘“ functional Board ”’ has been created, to advise the
Postmaster-General on policy. Publicity has been
improved, and a Public Relations Officer appointed.
As regards finance, Treasury control, previously very
rigid, has been somewhat relaxed. The contribution
of the Post Office to the national exchequer has been
stabilised for a term of years, and any additional
surplus will be at the disposal of the Post Office for
development and experiment, reduction of charges and
improvement of the conditions of its staff.

1 Not to be confused, of course, either with the institutions
of the so-called * Corporative State ", or with the private
* corporation " of America.
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These changes illustrate the power of public criti-
cism to modify the constitution and methods of a”
public enterprise.! They are evidence of the vitality
of Socialist institutions and their responsiveness to
public opinion.

None the less, modern thought and experience tend
to favour for new socialised enterprises a less close
and direct dependence on the Government and on’
Parliament than that of the Post Office. Hence the
increasing support for the idea of the Public Corpora-
tion.

The essential features of this form of economic con-v
stitution are the following :

(1) the socialised industry or service must be unified,
within the national area, under a single control,
though there may be in suitable cases a large measure
of local devolution in administration ;

(2) this control is to be exercised primarily by a
Directorate, or Board, of public servants, remunerated
by fixed salaries, and not by any share in the profits
of the undertaking ;

(3) there must be no element of private profit, in
the sense of the participation by private investors
in any surplus realised by the undertaking ;

(4) payments to private investors, in respect of
assets taken over when the corporation is formed or
of loans raised afterwards, must carry no control over
the socialised undertaking by the recipients of such
payments, not even the nominal control exercised by
shareholders in a joint stock company ;

(5) each public corporation must work according to
a plan, whose aim is efficient public service, but the
plans of different corporations must be continuously
co-ordinated in a larger national plan;

(6) the ultimate power of control over the corpora-

1 On all this see an interesting article on Post Offics Progress,
by W. A. Robson in The New Statesman of June 16, 1934.
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tion must rest with Parliament, acting through a
responsible Minister.

This, of course, is not an imaginary type of
organisation. Many examples of it exist, both in this
country and elsewhere, and some of these will be
discussed below. But, before passing to particular
cases, there are some general questions to be answered.

By whom, and on what qualifications, should the
public servants be appointed, who are to compose the
Board of Management? Normally by that Minister
who is responsible to Parliament for the general con-
duct of the public undertaking. But the appoint-
ments may be made after appropriate consultations.

The number of members of the Board should not
be so large as to delay, by overmuch discussion, the
taking of decisions, or to encourage the appointment
of merely ornamental members. But it should be
large enough to allow of some specialisation by mem-
bers on different aspects of the Board’s work.

The Chairman at least, and probably some other
members, should be full-timers. But it will generally
be convenient that some members should hold part-
time appointments only. No rigid rule seems neces-
sary here. On the other hand, there should be a
rigid age-limit on all appointments.

The members should be appointed for a fixed term
of years, and be eligible, subject to age limit, for
re-appointment, but the terms of appointment of the
different members should not all expire at the same
time.

The qualifications of the members should be ability
and willingness to perform the duties imposed upon
them. Not all should be * experts’’ in any narrow
sense, though experience of the industry or service
in question, of labour conditions, of finance or of
marketing are important qualifications to be taken
into account. But all should have energy and a faith
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in the future possibilities of the enterprise. No hide-
bound partisans of the old order are fitted to direct
the new. Willingness to serve loyally, under the new
conditions, is an obvious and essential qualification.t

As regards finance, the element of private profit, as
distinct from fixed payments to private investors,
should from the outset be eliminated. Any claim,
based on private property rights, to share in any
financial surplus realised by the corporation, is incon-
sistent with the fundamental idea of socialisation.
Such a surplus, in a socialised enterprise, has other
destinations.

In general, the ideal arrangement is that, as regards
extensions and improvements, a public corporation
should be self-financing; that its surplus should be
sufficient, not only to pay for all its own developments,*
but also to make a contribution to the national revenue,
and that its budget should be burdened with no
interest payments to private individuals. The British
Broadcasting Corporation has already achieved this
ideal. Open though it may be to criticism on other
grounds, it is, on its financial side, a Socialist model.

Other public corporations will not reach this goal
immediately. In their early years they will usually
have to meet certain charges arising out of compensa-

1 This does not mean, in spite of xmsreprosentatxons to the
contrary by some of our opponents, that membership of the
Labour Party would be an essential qualification. Certainly

. it would not be a disqualification. But only an embittered
anti-Socialist, or an ignorant doctrinaire, imagines that no
men of ability outside the official ranks of the Labour Party
would be willing to do their best, if holding a_position of
responsibility in a socialised enterprise, to make it a success,
Any such idea has already been disproved by experience.

It is interesting in this connection to observe that President
Roosevelt, when setting up the Tennessee Valley Authority,
required its members to make a declaration of their ** belief
in the feasibility and wisdom of the Act ** establishing the
Authority.
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tion arrangements, and also out of new loans for
capital development after socialisation. But gener-
ally it should be the aim of the corporation’s financial
policy to clear its budget of all such charges within a
reasonable term of years, and in this task the State,
as argued in later Chapters,! may properly co-operate.

The corporation may sometimes pay interest to the
State for loans of public money. But in this there is
nothing repugnant to Socialist ideas. In special cases
the corporation may receive a grant-in-aid from the
Treasury. But this should be neither a permanent
nor a frequent arrangement.

Neither payments for interest and sinking fund,

vnor for wages and salaries at a proper level, are to
be regarded as “ first charges "’—either in preference
to the other—on the corporation’s revenue. Both sets
of payments are necessary charges, which the corpora-
tion must meet out of the sale of its goods or services.
If it fails to balance its Budget, it must look for assist-
Jance to the State. But the State, if such a situation
arose, would be entitled to make a searching examina-
tion into the affairs of the corporation, and to pre-
scribe remedies for any inefficiency which might be
disclosed.

This leads on to a consideration of the standards of
efficiency, by which the performance of public cor-
porations, and of other forms of socialised enterprise,
should be judged.

The aim should be to combine good, and rising,
standards of service to consumers and users, with
good, and rising, conditions of employment, including
the elimination, so far as possible, of short-term fluctua-
tions in the numbers employed. When an industry
or service is socialised, competition within it,.in the
old sense, disappears. But competition, in a new and
more scientific sense, should take its place. The

1 See Chapters XVIII and XXXI.
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enterprise, in all its branches, should * work within
glass walls ", and be subject, in Mr. and Mrs. Webb’s
phrase, to ‘ measurement and publicity ”’. ‘' The
deliberate intensification’’, they write, * of the search-
light of published knowledge we regard as the corner-
stone of successful Democracy.”’* Full statistical and
other relevant information should be continuously
collected and widely published, so that the enterprise
may be judged by the acid test of results, and ** com-
mon consent be reached by the agency of accurately
ascertained and authoritatively reported facts’’.

In particular, in all public establishments there
should be a system of comparative costings, as in
munition factories during the War, This is specially
important when control of production is decentralised,
as would probably be the case in a socialised coal
industry.

The State Planning Department, referred to in a
later chapter, should collect and co-ordinate all statis-
tical information from the various socialised enter-
prises, and suggest conclusions regarding future policy.

Socialism, therefore, will not abolish competition,
but will institute planned public competition, in place,
of unplanned private competition, and will plan to
avoid the waste_and misdirection of resources which,
under capitalism, are a chronic_disease..

Research'is a prime factor in efficiency. We should
spend freely on this. A Labour Government should
give greatly increased scope to scientists, working both
in the direct employment of socialised enterprises, and
in Universities and other scientific institutes.

The prices charged by a socialised enterprise cannot
be left to its own determination. They must be a

1 Constitution for the Socialist Commonwealth of Great Britain,
Pp. 196. In this remarkable book, which every student of
Socialism should read, the authors develop this idea at con-
siderable length. :
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matter for discussion with representatives of con-
sumers and users and, in the last resort, for deter-
mination by some suitable tribunal, acting within the
framework of National Planning sketched in a later
chapter. They are also a proper subject for Parlia-
mentary comment.!

The ultimate control over sgcialised enterprises
must rest with Parliament. This is an elementary
principle of democratic Socialism. But such control

(should operate through periodical discussion of the
general policy of the enterprise, and of the actual
resiilts achieved, not through day-to-day intervention
by politicians in the details of administration. Few
members of Parliament are competent, nor have they
time, in the course of their busy lives, to make them-
selves competent, to judge such details. The wider
the field over which socialisation extends, the greater
the number, and the more complex the inter-relations,
of socialised enterprises, the less the competence of
politicians becomes. The function of Parliament,
increasingly as socialisation extends, is to confine itself
to general principles of action, and general judgments
on results.

“Socialism, as it is progressively achieved, will bring
a_great change in the social atmosphere. With the
disappearance of private profit will go the power,
often harsh and arbiftrary, exercised by its recipients
or their agents over their employees.”/ The fear of
victimisation, for political or Trade Union activities,

4wil1 vanish. Trade Unions, and other professional
associations, will be firmly established, and will assume

11 have in mind here, primarily, domestic prices. A social-
ised enterprise, in coal, or iron and steel, for example, which
exports part of its product, must be furnished with its own
foreign selling agency, or Export Board. Its export prices
will be determined by the conditions of demand in its export
markets, but these, in turn, will be affected by trade treaties
and other international agreements.
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new positive functions.! The workers will acquire a
new_status, both individually and collectively, no
Ionger mere ‘‘ hands ”’, but honourable partners in a

true social activity, working no longer for capitalists,
but for the community, to produce, not profits, but
plenty.

+1 See, for a fuller discussion, Chapter XVII on ** Workers’
Control of Industry *.



CHAPTER XI
BROADCASTING

THE British Broadcasting Corporation was founded in
December, 1926, on the expiration of the licence granted
in 1922 to the British Broadcasting Company—a
private combine of five or six concerns which manu-
factured wireless equipment, and operated wireless
stations. The Marconi Company, for instance, oper-
ated the London station, 2LO.

The Corporation is controlled by a Board of five
Governors appointed by the Postmaster-General for
five years.! Subject to the ultimate control of Parlia-
ment, the Governors are responsible for policy, as
““ trustees for the national interest ’, but the Cor-
poration’s Charter empowers the Postmaster-General
to order the B.B.C. to refrain from broadcasting any
matter of which he disapproves, while on the other
hand the Corporation must * send any matter which
any Department of His Majesty’s Government may
require to be broadcast ”'.*

On its financial side the Corporation, as remarked

1]t is a pity that there is no age limit on these appoint-
ments. At present two out of the five Governors are over
sixty-five.

? This last is a most important power, as a Labour Govern-
ment, with most of the Press blaring against it, might some-
times find. Before the coming of the cheap popular press it
used to be said by politicians of the Left that *‘ the platform
will always beat the press . To-day the wireless can beat
the press.
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above, is a Socialist model. It pays no interest or
profit to any person, except for small and temporary
bank overdrafts. It has never financed its develop-
ments by loans. It pays its way out of its licence fees,
and has paid for extensions and improvements out of
revenue. It has, moreover, made a steady and in-
creasing contribution, from its growing surplus, to the
Treasury.

The number of licences issued rose from 2,178,000
in 1926 to 5,974,000 at the end of 1933, and 6,300,000
in the middle of 1934. The revenue, at ten shillings
per licence per year, amounted in 1933 to £2,968,000.

Out of this sum £1,283,000 was paid over to the Trea-
sury under the terms of the Corporation’s Licence, to-
gether with a further f225,000 as an “ emergency
contribution . An additional £121,000 was paid in
Income Tax, The Treasury, therefore, drew from the
Corporation £1,629,000 in 1933. The Corporation’s
assets, chiefly freehold land, buildings and fixed plant,
are valued at over £2 millions and its payment of
interest on bank overdraft was less than £goo in 1933.2

The Corporation is always being publicly criticised,
and the fact that this is possible, and that much of the
criticism takes effect, is a strong argument in favour
of its present constitution. We demand higher
standards from public than from private enterprise,
and we get them.

No one can buy time on the air in this country.
Broadcasting here is for use—including information,
education and amusement—and not for profit. The
results of competitive profit-seeking by foreign Broad-
casting Companies, and the hideous din of commercial
advertisers, do not encourage us to imitate such foreign
models. On the other hand, in countries without
political freedom, the State-controlled wireless becomes

1 These particulars are taken from the B.B.C.’s Seventh

Annual Report for 1933.
P.S. b ¢
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a mere instrument of boring and tendencious Govern-
ment propaganda.

We have chosen a good middle path and, for the first
complete model of a public corporation in Britain, a
naturally expanding service with a bright future.

It is worth considering whether there should not now
be established as a subsidiary to the B.B.C. a public
monopoly of the manufacture of wireless equipment.

Such a subsidiary would, of course, be directed by a
separate Board, whose members would need to be
chosen on different * grounds of ability "’ from those
of the B.B.C. itself.



CHAPTER XII
ELECTRICITY

LIKE broadcasting, but on a vastly larger scale, the
supply of electric current is an expanding service with
a bright future. In Britain we have already travelled
more than half-way towards its socialisation. It
should be one of the first tasks of a Labour Government
to complete the journey.

The history of British electrical supply does not help
the defenders of capitalism. In large part, it is a story
of wasteful inefficiency, of lack of enterprise, and of
high profits based on high charges drawn from lazy
local monopolies.

During the War the demand for electrical energy, espec-
ially for making munitions, rose sharply, revealing, more
visibly than before, the grave inadequacy of existing
arrangements both for generation and distribution.?
Several ponderous Committees, appointed by the
Government, sat on the problem, and issued reports,
reciting discreditable facts, advising sensible, though
moderate, reforms. It was pointed out, for example,
that in London alone there were in 1918 some seventy
generating stations, representing between them some

t In what follows I have drawn, among other sources, on
the pamphlet on the Reorganisation of the Eleclricity Supply
Industry, published by the Labour Party, price 2d. This
pamphlet contains an historical survey, followed by a study
of present problems, leading up to practical proposals for
reorganisation, which were accepted by the Labour Party
Conference at Leicester in 1932.
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fifty different systems of supply, twenty-four different
voltages and ten different frequencies. This ridiculous
and costly chaos was reproduced with local variations
throughout the country. As was stated by the Elec-
tricity Commissioners in 1921, * it is now recognised
that this lack of co-ordination has resulted in unneces-
sary expenditure of capital, wasteful consumption of
coal, and higher charges for electricity than would have
been the case had there been larger areas of supply, a
greater concentration of generating plant in larger
units, and more economically situated power stations.
Owing in many cases to the small size and relatively
high running costs of public stations, manufacturers
have been compelled to adopt the unsatisfactory course
of installing their own generating plant, thus extending
the wasteful systems of generation on a small scale in
a multiplicity of small stations. Moreover, the adop-
tion of many different systems of supply, frequencies
and pressures has involved the manufacture of corre-
sponding types of electrical plant and apparatus, and
thus deprived those concerned of the advantages that
would have accrued both in home and foreign markets
from concentration on the production of a few standard
types.”” This is a good statement of the case for the
national planning of this industry.

The Electricity Commissioners had been set up by
the Electricity Supply Act of 1919. But they were
born lame. The Bill in its original form had in it some
thing of that spirit of bold reconstruction, which dwelt
for a little while in many hearts after the Great War
ended. A central body of Electricity Commissioners
was to be set up, regional areas of control established,
a system of large generating stations and interconnection
created, and the requisite compulsory powers con-
ferred on the Commissioners and the regional boards.
But in the heavy air of the House of Lords the spirit
‘of reconstruction fainted sooner than outside. Prac-
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tically all the compulsory powers were removed from
the Bill.} The Commission’s functions were reduced
to little more than giving technical advice on request.
Progress under this Act, by way of voluntary co-
operation, was almost negligible. The vested interests
stood stiffly on their dignity and on their small mono-
polies. Hardly one budged. The House of Lords had
given its blessing to stagnant privilege. Not for the
first time.

In 1925 the Weir Committee reported that “ we are
neither generating, transmitting nor distributing elec-
trical energy as cheaply as we might, nor are we con-
suming electrical energy to anything like the same
extent as other highly civilised industrial countries *’.
The Committee estimated DBritish consumption of
electricity, per head of the population, at only 110
units a year, as compared with 145 in the City of
Shanghai, 500 in Sweden, Norway and the United
States, 550 in Tasmania, 700 in Switzerland, goo in
Canada and 1,200 in the State of California! All these
tigures referred to supply from ‘‘ authorised under-
takers *’ only. If supply from private generation were
added, the British figure would have been raised to
about 200, and the figures for the other areas by vary-
ing, but generally smaller, proportions. In Germany
at this date the consumption from all sources was
probably between 300 and 400, and the spectacular
electrification of the Soviet Union had scarcely begun.

British backwardness in electrification was thus
revealed both as' 8 menace to our industrial future and
a disgrace to ou# national intelligence.

The Weir Committee recommended that more than
400 existing generating stations should be closed;
that generation should be concentrated in 58 large

1 The Bill emerged from the House of Lords shorn of

everything calculated to effect the necessary reforms,” said
the British Electrical and Allied Manufacturers’ Association.



108 SOCIALISATION

selected stations, including 15 new ones; that a high-
tension main transmission system—the ‘ Grid "—
should be built, connecting the selected stations with
one another and with the existing regional transmission
systems ; and that to carry out this work a Central
Electricity Board should be created.

And thus in 1926 even the Conservative Government
felt itself compelled to take action, and to introduce
a Bill containing large elements both of Socialism and
of planning. Lord Hailsham, then Sir Douglas Hogg,
piloted this Bill through the House of Commons and,
with his customary forensic skill, though speaking on
this occasion from an easy and persuasive brief, routed
those Tory unteachables, who still supported unplanned
private enterprise. The House of Lords, moreover,
accepted on this occasion from a Conservative Govern-
ment a stronger measure than that which they had
refused from a Coalition Government five years earlier.

The Electricity Supply Act of 1926 followed, in the
main, the recommendations of the Weir Committee.
It established the Central Electricity Board, whose
members were to be appointed by the Minister of
Transport, as a Public Corporation to construct and
own, on behalf of the nation, the National Grid; to
be an executive body to carry out schemes of develop-
ment prepared by the Electricity Commissioners; to
close redundant generating stations; to control the
operation of, though not to own, the selected stations ;
to buy the entire output of these stations; to pass it,
where necessary, through the Grid, and sell it in bulk
to ‘‘ authorised distributors’’. The Board has power
to borrow up to a limit fixed at present at £60 millions,
and the amount of the Board’s Stock now outstanding
is just under £50 millions, repayable by cumulative
sinking funds within periods varying up to sixty years
from the date of issue. The stockholders are pure
rentiers, having no power of control and no right of
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foreclosure. The Treasury may guarantee the prin-
cipal and interest of the Board's loans, but has not
done so hitherto.!

This Act has already brought about a striking trans-
formation. In spite of its limited powers, the Board
has already accomplished great things.* By the aid
of the Grid and by closing down a large number of
small stations, it has greatly improved the load factor
in the selected stations, that is to say secured a more
even distribution of demand over the twenty-four
hours. By this means, and by the construction of a
small number of new stations of high generating power,
it has substantially lowered the average cost of gen-
eration. It has standardised frequency throughout
the country, and planned supply in nine out of the
ten areas into which England, Wales and Scotland
have been divided. Only the North Scotland area,
containing a population of less than a million scattered
over an area of more than 20,000 square miles, remains
without a plan.

The construction of the Grid was completed before
the end of 1933, at a cost of just over £26} millions,
a sum less than the estimated saving during the next
ten years in capital expenditure on generating stations
and plant, which the Grid will render unn
In 1930~ over 45 per cent of the total plant installed
in public generating stations was held in reserve. With
the Grid in full operation, it is estimated that this
proportion can be safely reduced to 15 per cent.

Almost alone among British industries, electrical
energy has increased uninterruptedly throughout the

? With the result that the Board has to pay slightly more
for its money than most Local Authorities.

% See the Annual Reports of the Central Electricity Board,
especially the Fifth Report for 1932 and the Sixth Report
for 1933, from which I bave taken some of the particulars
which follow.
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trade depression. Since the Central Electricity Board
came into existence, the figures have been as follows,
in millions of units, excluding current privately
generated :

1927 . . . . . 8,234 1931 . . . . . II43t
1928 . . . . . 9073 1932 . . . . . 12,241
1929 . . . . . 10,294 1933 . . . . . 13,554
1930 . . . . . 10,014

Thus in six difficult years the annual consumption
of electricity increased by more than 60 per cent.
Between 1929 and 1933, since the onset of the depres-
sion, the British output increased by nearly 30 per
cent, while that of the world as a whole increased by
less than 5 per cent and in many countries seriously
diminished. The rate of increase, moreover, in British
output is still rising, the consumption for the first nine
months of 1934 showing an increase of more than 16
per cent over the same period in 1933. This is good
evidence of the practical utility of planning, even in
an incomplete form in a single industry.?

The success of this instalment of socialisation is a
strong argument for going farther along the same road.

The chief defects of the present position are the
following. The Board, though it owns the Grid, does
not own the generating stations. It controls the
selected stations, which are owned, some by private
companies, others by local authorities. Many of the

1 While visiting the Soviet Union in 1932, I mentioned, in
the course of a conversation, this steady increase in the British
output, even during years of deep depression. The Russian
Communist, with whom I was talking, was completely in-
credulous. ‘ Your Government may say that,”” he answered,
‘* for propaganda purposes. But we know better.” He had
been taught that British capitalism was on its deathbed and
that there could be no recovery, not even in electrical output.
The Marxian Seminaries oversimplify reality. They can’t see
the trees for the wood, and even the wood is half hidden in
a doctrinal early morning mist.
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latter have been handicapped in extending business
and reducing costs by being limited to their municipal
areas.

In addition to the selected stations there were still
in 1932 nearly 4,000 privately operated generating
stations used by industrialists, many very small and
uneconomic, which still account for nearly a third of
the total electric energy generated in Great Britain.
They are outside the control of the Board and the
Commission. Their substitution by selected stations
is proceeding, but only slowly. The total number of
stations closed, as redundant, between 1927 and 1933
was 146.

The distribution and sales organisation remains in
the hands of more than 600 authorised distributors,
again outside the control of the Board and the Com-
mission. Many of these are inefficient and unenter-
prising.

The prices charged by different distributors vary
inordinately from less than 34. to more than od. a
unit for lighting and domestic supplies, and from less
than 1d. to more than 6d. for industrial supplies. The
Board, through the Grid, is reducing, and will continue
to reduce, generating tosts. But these account for
only half the price to the consumer. The rest is due
to distribution costs which are hardly falling at all,
and cannot fall greatly unless distribution, like gener-
ation, is brought under unified national control, and
small and uneconomic units are eliminated. Barely a
third of the population is at present using electricity
for domestic purposes, even for lighting alone. There
is here a vast unsatisfied potential demand, which, if
it were tapped, would give a greatly improved load
factor, and so help to reduce cost. The large number
of distributors seriously hinders the standardisation
and cheapening of apparatus.

The Labour Party, therefore, proposes that a
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National Electricity Board should be established, to
be appointed, as the Central Electricity Board now is,
by the Minister of Transport, and to take over the
duties both of this Board and of the Electricity Com-
mission. The National Electricity Board should own,
not only the National Grid, but also all selected gener-
ating stations, and should have power to acquire all
or any privately owned generating plant. And it
should take over, and become responsible for, the whole
business of the authorised distributors. The Minister
of Transport would be responsible for the broad lines
of policy, the Board for the effective direction and
management of the service. The House of Commons
would receive full reports of the Board's work, and
could discuss these, and also the general policy behind
them, on appropriate occasions.

The Minister of Transport should also appoint a
National Consultative Committee, consisting of repre-
sentatives of various interested parties, such as Local
Authorities and industrial and domestic consumers.
This Committee would meet at regular intervals, and
would afford opportunity for full and frank discussion
with the Board. Complaints could be ventilated and
proposals made and examined.

The Board would, no doubt, find it convenient to
set up regional administrative machinery, especially for
distribution, though generation would tend to become
more and more concentrated.

It should be a primary duty of the Board to promote
the increasing use of electricity, both in urban and in
rural areas, both for industrial and agricultural power,
for lighting, public and private, and for an ever widen-
ing variety of domestic purposes. The development
of an effective sales and service organisation, far ahead
of anything now existing, is essential.

The policy of charging uniform prices throughout the
country for electric power, as for postal services, or
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at least of adopting a uniform schedule of prices,
varying with consumption, is simple, intelligible and
fair, It averages costs of supply over all purchasers
and all districts.

As a factor determining the location of industry and
population, the cost of power and light would then be
eliminated. Other factors would then determine it,
including the steady pressure of geographical planning.t

A unified and socialised service could at once begin
to move towards a uniformity of prices, starting with
heavy cuts in areas where prices were highest. In
many of these areas, hitherto starved of electricity,
there would be an immediate and cumulative response
in increased demand.

As with broadcasting, so with electricity, there is a
strong case for socialising also the manufacture of
equipment and appliances. But, compared with
socialising electrical supply itself, this is not urgent.

Socialised electricity is one of the keys to planned
prosperity. The service of electrical supply must first
itself be planned. But this is only the beginning. The
Electrical Plan must dovetail into, and facilitate, the
National Plan as a whole.

This little island, with its short distances and its
great coal supplies, is ideally suited for intensive elec-
trification. Cheap electric power is one of the surest
roads to a permanent lowering of the costs of pro-
duction throughout British industry.

Cheap electrical energy will be one of the motive
forces that will break up our overgrown cities and
industrial towns, scatter our population and our in-
dustries in smaller and healthier communities, sweep
the skies clear of smoke, restore the sunlight that the
smoke has blocked, save needless toil and dirt not only
in the factory and on the farm but, even more important
in terms of human values, in the home. We should

1 See Chapter XXVI.
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apply a substantial part of the financial resources
devoted to the National Plan to the rapid extension of
electrical supply.

Here we can learn a lesson from Soviet Russia.
Lenin’s formula, Electrification plus Soviet Power
equals Socialism, has become classical. He taught the
Russians to plan electrification on a gigantic scale.
This has been a central feature both of the First and
of the Second Five-Year Plans, and it has been one of
the outstanding successes of these programmes.
Starting from a very low level, the output of electrical
energy in the Soviet Union reached 7,000 million units
in 1930, 11,000 millions in 1931 and 17,000 millions in
1932. It is planned to reach 100,000 millions in 1937.
Allowing for current privately generated in Great
Britain, the total output at the end of 1932 was about
equal in the two countries, with the Russian increasing
considerably faster. The annual consumption per
head of the population over the whole Soviet Union,
including the vast undeveloped Asiatic areas, was about
I00 units in 1931, as compared with 375 in Great
Britain. Whether the tremendous increase contem-
plated in the Second Five-Year Plan will be accom-
plished, remains to be seen. But in the judgment of
a British electrical expert! who has studied the
Russian achievements on the spot,  the First Five-
Year Plan of electrification has undoubtedly been fully,
or more than fully, achieved”. Included in the
Second Five-Year Plan is the electrification of 12,000
miles of railway track, equal to nearly half the total
track mileage of the British railways.

These are the ripening fruits of one man’s bold con-
ception of a Socialist future. The late Arthur Cook
once described himself as “ a humble disciple of Lenin .

1 Mr. T. G. N. Haldane, from whose interesting essay on

Power and Industrial Developments, in Twelve Studies in Soviet
Russia (Gollancz), I bave taken the figures quoted above,
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He met with jeers. If, indeed, justification is not by
faith, but by works, Lord Hailsham, the sponsor of
the Conservative Bill of 1926, has claims, of which he
may be unconscious, to the same title.

Nor is the Soviet Union the only country from whose
electrifying energy we have something to learn. In
the United States, out of the great variety of policies
pursued by the Roosevelt Administration, one of the
most striking is the programme for new publicly owned
hydro-electric power stations. This is taking shape
first in the river valleys of the Tennessee and the
Columbia. Other similar schemes are to follow. Each
is designed to be a focus of economic and social planning
in the surrounding area. ““I want to make the
American people dam-minded,”” said the President in
a speech in the summer of 1934.

Or let us turn our eyes to Canada. The Ontario
Hydro-Electric Power Commission has had a longer
run than either Lenin’s or Roosevelt’s projects. This
is a wonderful advertisement for Socialism in action.
Canadian public enterprise on the northern shore of
Niagara has far outdistanced American private enter-
prise on the southern. The Province of Ontario, both
1n its urban and its rural areas, is now intensively and
very cheaply electrified. The Commission, a Public
Corporation appointed by the Provincial Government,
was set up in 1910, At first it supplied current to
twelve municipalities, in 1928 to 550. In 1910 it
generated a thousand horse-power, in 1928 a million.
To-day it owns and operates ten large power stations
based on the waters of Niagara. It has financed itself
by loans issued by the municipalities it serves. A large
part of these loans has been paid off out of the Com-
mission’s series of budget surpluses. And the prices
charged have steadily fallen, as demand has grown.

British electric energy must be predominantly based
on British coal. Compared with countries more
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mountainous or possessing more rapidly falling rivers,
our water-power resources are slight, though both in
Scotland and North Wales they make a contribution
now, capable of some increase. Tidal water power is
a resource for the future. The Severn Barrage scheme,
after long expert inquiry, has been declared practicable,
and likely to be a cheaper generating agent than coal.t
But the time for mobilising this reserve is not yet.
The cost of bringing it into play would be large. And
we must add to this, in framing a true social balance
sheet, the cost of further wastage in the South Wales
coalfield, whose product would be largely displaced.
In a later phase of British Socialist planning, when
these devastations of unplanned capitalism have been
repaired, it may have an important place. But to-
day and to-morrow coal will make our power.

1 See Report of the Severn Barrage Committee, 1933. The
Committee estimated that a net annual output of 2,207
million units could be generated from a tidal power station
at the barrage and that the cost of such power would be only
two-thirds of that generated at a coal-fired station of equal

capacity.



CHAPTER XIII
TRANSPORT

FroM power to transport is an easy transition. These
are the twin key industries in an organised modern
society, the two levers which move the complex
mechanisms of our material civilisation.

In Britain the future prospects of transport as a
whole are still bright. 'But some sections are in the
shadows, This is due not only to the likelihood of
further technical progress, which may put them out
of date, but to a deeper cause, the lack, in our pre-
sent arrangements, of conscious co-ordination based on
any plan.

There has been much talk and writing in recent
years on British transport problems, a number of
inquiries, including a Royal Commission which sat
for three years, from 1928 to 1931, and a little legisla-
tion. But the solution of these problems tarries. The
Labour Party has indicated its view of this solution
in a pamphlet on The National Planning of Trans-
port, the Case for the Unification and Co-ordination of
British Transport.®

Nor should any serious student of the subject miss
Mr. Herbert Morrison’s book on Socialssation and
Transport (Constable, 1933). Mr. Morrison has in his
mind a clear and realistic picture of Socialism in
action, and he succeeds remarkably in conveying this

1 Published by the Labour Party, 1932, price 2d. I have
drawn freely on this pamphlet in the course of this chapter.
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picture to the minds of his readers. It is not necessary
to agree with every detail of the argument, nor with
every emphasis, to appreciate this contribution highly.
There are five principal transport agencies to be
considered, the railways, road transport of goods and
passengers, coastwise shipping, canals and other inland
waterways, and air transport. The fourth of these is
in decline, incapable of much rejuvenation, the fifth
still in its infancy, but growing fast.
“ The old idea, that free competition between private

/rivals is socially advantageous, is increasingly dis-
credited in the world of transport.! Co-ordinated
planning is essential to the public interest.’

« The history of British railway development does not
flatter private enterprise. Especially in the second
quarter of the nineteenth century there was a flood of
company promotions *‘ good, bad and indifferent **, to
quote the report of the recent Royal Commission on
Transport. ‘' Extremely high prices were paid for land
to buy off the opposition of influential landowners and
meet claims for compensation in respect of deprecia-
tion, real or fancied, to estates and the destruction of
amenities.”” Abnormally heavy Parliamentary costs
were incurred, as the result of the cumbrous Parlia-
mentary procedure and the extortionate charges of
the lawyers. All this was paid for with money
subscribed by investors. Most of the companies,
therefore, were badly over-capitalised from the start.
Some of the more prosperous watered their capital
later, hoping thereby to conceal the extent of their
profits. Nominal capital was often increased, with-
out fresh borrowing or increase of real assets. {100 of

3 Mr. Morrison in Chapters IV and V of Socialisation and
Transport develops a most powerful argument, on grounds of
efficiency of service, against free competition and in favour
of consolidation. This argument is illustrated from the his-
tory of London trdnsport, but is of more general application.
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stock, getting a dividend of 8 or g per cent, was trans-
formed by a mere stroke of the pen into £200, getting
a dividend of 4 or 4} per cent. The shareholders’
income was the same as before. But the new and
lower rates of dividend looked more modest and re-
spectable, and could be quoted to justify resistance
to claims for lower fares or charges, or for higher wages
and better conditions of employment.

Pre-war conditions of employment on the railways
are now generally admitted to have been a disgrace
to the Companies, which in those days refused all
recognition of Trade Unions, on the ground that * dis-
cipline ** would thereby be undermined, and the
physical safety of the travelling public imperilled. It
needed a strike, in 1911, to shift the Companies from
this primitive standpoint. The Railway Trade Unions
are responsible, not only for great improvements in
the working conditions of their members, but also for
stimulating the Companies to greater enterprise.
When trade is bad, the line of least resistance in the
minds of capitalist employers is to cut wages. If
Trade Unions resist, employers are led to explore other
roads to lower costs or to increased demand.

The Railways Act of 1921 merged more than 120
separate undertakings, many extremely backward and
inefficient, into four large Companies, the Southern,
Great Western, London, Midland and Scottish, and
London and North Eastern. But why stop at four ?
\Why not have merged those four into one? Not
because the problems of unified administration and
management would have been more intractable : many
would have been simpler and easier. Rather because
the authors of this Act deluded themselves into the
belief that competition between the Companies was,
within limits, healthy and would, within these healthy
limits, continue. Further, because they shied at the
thought of a single private monopoly, even under

PS. 1
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public regulation, and shied still more violently at the
thought of a public monopoly of railway transport.
The much bolder conception, advocated to-day by the
Labour Party, of a public monopoly, uniting under a
single direction many forms of transport, of which
the railways would be only one, did not, one may be
sure, occur to their minds as a practical possibility.
The rapid growth of road traffic since 1921 has put
many new ideas into circulation. But the Railway
Companies have had less than their fair share of these.
Their directorates are costly and top-heavy. Between
them the four Companies have close on a hundred
directors, drawing fees of close on £100,000 a year,
an average of £1,000 a year each.! Nearly all are
pluralists, holding a number of other directorships
simultaneously.? Most, it may be suspected, are mere
passengers on the railway Boards, and few can claim
any practical knowledge of transport questions. Each
of the four Boards has its contingent of well-known
Conservative politicians, able to speak as * represent-
ing the Railway Companies "’—this is a familiar and
well-accepted Parliamentary phrase—when their Bills

1 Thus in 1931 the Southern Railway bad 17 directors, the
Great Western 25, the L.M.S. 23 and the L.N.E.R. 26, a total
of 91. The directors’ fees paid out during the year were, for
the Southern £18,000, for the Great Western {24,100, for the
L.M.S. £26,200, for the L.N.E.R. {21,000, a total of {£89,000.
In 1930 the total number of directors was g3, and the total
of directors’ fees £104,000. Thus it would be untrue to say
that the directors had contributed nothing to economies in
railway costs.

* To take a few outstanding examples, Sir George Court-
hope, M.P., a director of the Southern, held 18 other director-
ships, Sir Robert Horne, M.P., a director of the Great Wes-
tern, held 13 others, Sir John Beale and Sir Thomas Royden,
directors of the L.M.S, held 25 and 13 others respectively,
and Sir C. C. Barrie, M.P., a director of the L.N.E.R., held
34 others. What minute fraction of their time and mental
energies, one wonders, are these gentlemen able to devote to
railway problems ?
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come before either House of Parliament. These
political representatives lack candour, or a sense of
humour, when they object to Socialism on the ground
that it involves control of business by politicians, or
to Trade Union representatives in politics on the
ground that they speak for a sectional interest.

Whenever I return from abroad, I feel a sense of
patriotic shame at the spectacle of the average British
railway station. Our stations, especially in the large
towns, are a national disgrace—dark, dirty, dingy,
draughty, inconvenient and ugly; cold antiquated
waiting-rooms, with prehistoric furniture ; bad buffets
and unsatisfactory and expensive restaurants, where
no one would eat unless compelled by circumstances.
The United States, Switzerland, Sweden, Germany, to
mention only a few foreign examples seen with my
own eyes, leave us far behind. No wonder the British
railways have lost traffic to the roads! * Why are
so many of their stations the picture of misery?
asks Mr. Morrison. The railways must be put in a
position, he argues,

to brighten themselves up, to electrify, and to convert
that large number of dreary unattractive-looking build-
ings called railway stations into that centre of cheerful-
ness, brightness and social life—the transport station of
the future, meeting the requirements of road and rail.2

The electrification of the railways has been delayed,
partly by lack of enterprise in the railway manage-
ments, partly by difficulties in the way of raising new
capital, owing to the poor state of railway finances,
partly by fear of the effects of competition by road
transport.

The Southern Railway, which has steadily electrified
a growing mileage on its suburban and semi-suburban
lines, is an honourable exception. And it has found

1 Socialisation and Transpori, pp. 83 and 102.
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that electrification has paid handsomely. Electrifica-
tion of the railways may be defended on three main
grounds. First, it would lower operation costs and
enable a faster and more frequent service, both for
passengers and goods, to be provided. Second, by
abolishing smoke from steam trains, it would promote
cleanliness and comfort, both on the railways them-
selves, particularly in tunnels, and in the neighbour-
hood of railway lines. Third, it would cheapen electric
energy, both to the railways themselves and to all
other users of electricity.

The first argument is very strong as regards subur-
ban and other short distance traffic of high density.
British experience, though limited, is already con-
clusive on this point. As regards main line and long
distance traffic, of lower density, the Weir Committee
on Main Line Electrification reported in 1931 in favour
of a scheme of complete electrification, to be accom-
plished in a period of fifteen to twenty years. They
recommended that the railways should be supplied
directly from the Grid by the Central Electricity
Board. They put the capital cost of electrification to
the railways at (261 millions, and to the Central
Electricity Board at /80 millions. They estimated
that, without assuming any increase in traffic, the
railways would secure a return of about 7 per cent on
the capital cost which they would incur. This return
would be higher if traffic increased. The financial
advantages of electrification would be cumulative, as
we approached the completion on a national scale of
the substitution of steam haulage by electricity.

With the rate of interest standing, as it did in 1931,
at 5 per cent, a minimum rate of return of 7 per cent
on electrification would give a minimum surplus of 2
per cent. Since the Committee reported, the rate of
interest has fallen to about 3 per cent. This raises
the minimum surplus to 4 per cent, and greatly
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strengthens the financial basis of their argument.
They estimated that the expenditure of £261 millions
by the railways and {80 millions by the Central Elec-
tricity Board, if spread over twenty years, would find
employment for 60,000 men a year throughout this
peniod in the electrical and allied industries, and in
the iron and steel, the structural and building and
other industries. As against this there would be a
gradual reduction in the railways’ locomotive staff.
But this should come about, not by dismissals, or
down grading, but by limitation of new recruitment
and proper arrangements for superannuation. There
would also be some reduction in the demand for coal,
in so far as a smaller quantity would be required for
electrical than for steam haulage of a given traffic.
But, as against this, more coal would be required for
the electrical haulage of a larger traffic, for the carry-
ing out of the electrification programme itself, and
through the general increase in economic activity
which railway electrification would directly and
indirectly stimulate. A total expenditure of f£34x
millions is large. But it is less than the £500 millions
which was spent on roads in the ten years 1921-3r.

Railway electrification is an outstanding example of
a great public work of national development, which
should be put in the forefront of a Labour Govern-
ment’s Development and Employment Programme.
But the improvement which it would bring to the
financial position of the railways must not accrue to
the advantage of the private shareholders. For under
private ownership the railways, except to a trifling
extent, have neglected electrification. It is, therefore,
a necessary condition of its adoption that the railways
should at the outset pass into public ownership and
into a co-ordinated system of national transport.

The second argument for electrification, the aboli-
tion of dirt from smoke, is obvious. The benefit will
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accrue not only to all who use and work the railways,
" but to all who live and work in close proximity to
railway lines.

The third argument, that the cost of electrical energy
will thereby be cheapened, both for the railways and
for all other users of electricity, depends on attaching
the railways to the Grid. This would much improve
the load factor in the national generation of electricity,
of which the railways might be expected, according
to the Weir Committee, to use as much as twenty per
cent. This improved load factor would cheapen the
cost to all consumers, especially in rural areas, where
the transmission lines to railway sub-stations could be
cheaply tapped. The increased demand due to the
railways would, moreover, necessitate the construction
of new generating stations, which could produce elec-
tric power more cheaply than even the best selected
stations can do now.

This third argument has great weight as against the
rival claims of the Diesel electric locomotive, which
has lately received much publicity. These may well
be better than steam locomotives for work on branch
lines with low density. But it is significant that the
railway companies have not brought Diesel locomotives
into use, as they could easily have done, in place of
steam locomotives. This fact suggests that it is
‘“ improbable that the large savings claimed by the
manufacturers of Diesel engines would, in fact, be
realised.”’ 2

The railway companies own a number of subsidiary
properties, which contribute to their profits,—~docks
and harbours, steamboats, hotels and road transport.
Their road transport interests, acquired since 1928
when power was obtained from Parliament to *“ get on
the roads *’, consist partly of road transport services

1 Socialisation of the Electyical Supply Industry, by G. H.,
p. 102 (Gollancz, 1934), an admirable short study.
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operated by the companies themselves, partly of hold-
ings in road passenger transport concerns. This
brings me to the second principal transport agency,
road transport.

The increase in the number of motor vehicles, both
for passenger and goods transport, has been and still
is very rapid. Legislative regulation, beginning with
the Labour Government’s Road Traffic Act of 1930,
is being developed, but is still far from being fully
effective, either as regards service to the public or
conditions of employment, particularly for transport
of goods. Hours and wages on the roads should be
brought up to the standards of the railways. Other-
wise no proper comparison of costs and efficiency can
bemade. At present road transport is in a state of un-
economic competition, both within itself and with other
forms of transport, leading among other consequences
to unnecessarily heavy costs of road maintenance, much
avoidable congestion, and a great number of accidents.
But the Transport and General Workers Union, under
the bold and energetic direction of Mr. Ernest Bevin,
is rendering great services, not only to road transport
workers, through the improvement and standardisa-
tion of their conditions, but also to the efficiency of
road transport organisation.

Canals and inland waterways in this country will
have only a limited sphere in the future. Coastwise
shipping is a more important factor. Often it is the
cheapest form of transport. But co-ordination with
other forms of transport is essential, if money is to be
spent on reconditioning some of our ports and harbours.

Air transport is now supervised by the Air
Ministry. As will be argued in a later chapter, civil
aviation should be internationalised. But, pending
this development, there should be close national
co-ordination, under the joint control of the Ministry
of Transport and the Air Ministry.
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The Labour Party proposes to set up a National
Transport Board, to be appointed by the Minister of
Transport and to be responsible, subject to the general
policy laid down by the Minister and approved by
Parliament, for the efficient management and direction
of British transport as a whole.

The Statute setting up the Board should provide
that the latter should take over forthwith the railways,
including all their subsidiary properties, and certain
sections of road transport, and should give powers to
take over later any other transport agencies, which
it was administratively practicable and convenient to
bring into national ownership. The Board would be
directly responsible for all nationally owned transport.
It would also be empowered to exercise indirect con-
trol, by licensing and other modes of regulation, over
privately owned transport. Local forms of transport
owned and operated either by Local Authorities, or by
private persons within their areas, would continue in
most cases undisturbed. Local Authorities might,
indeed, often increase their purely local transport ser-
vices. But they would consult with the National
Transport Board, and there would be some measure
of national regulation. I add, to avoid all misunder-
standing, that private motor cars would not be nation-
alised.

The Board would have to find solutions for many
difficult problems of co-ordination, management and
development. The detailed nature of these solutions
cannot, with any practical advantage, be debated now.
But certain general principles can be laid down.

The primary aim of a public transport monopoly
would be, not profitmaking, but efficient public service.
As Mr. Morrison puts it, we

must think more and more in terms of transport as a

whole, and less and less in terms of railways, road trans-

port, canals, coastwise shipping and airways; and we
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must handle our transport organisation with directness
and decision, instead of assuming that by accident and
good luck the provision of transport by competitive
scramble will somehow work out for the best. Once
we have done that, we can pursue the sensible course
of enabling each form of transport to serve in the field
where it is best fitted to serve. There are transport
needs for which the railway is not the best medium ;
for example, light traffics, branch routes connecting
sparsely populated areas or rural areas with the great
towns ; door to door deliveries for moderate distances ;
and so on, There is a field within which road transport
is unquestionably superior to the railway, just as there
is a field within which the railway is superior to road
transport ; so with the canals; so with coastwise ship-
ping. A unified, comprehensive transport system would
concern itself primarily, not with capturing traffic for
this or that form of transport, but with determining the
most economical and efficient method of meeting this or
that public requirement.}

The Labour Party proposes that, as in the case of
electricity, there should be set up a National Con-
sultative Committee, consisting of representatives of
various classes of transport users, of Local Authorities
and other special interests, to confer with the Board
from time to time, and ventilate complaints and sug-
gestions, Also that full reports of the work of the
Board should be published and presented to Parlia-
ment, where they would be subject to discussion and
criticism on appropriate occasions, as would the Min-
ister of Transport’s general policy, of which the Board
would be the executive agent.

Possibly some form of quasi-judicial tribunal should
be set up to deal with appeals concerning charges”
and facilities. But this raises wider issues concerning
national planning.

National control of transport charges, as of elec-

2 Socialisation and Transport, pp. 88—9.
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tricity charges, will be an important factor in national,
and especially in geographical, planning. From the
point of view of agriculture in particular, the present
charges, especially on the railways, frequently dis-
criminate against home produce in favour of imports.
This is an objectionable form of inverted protection
which should disappear.

The London Passenger Transport Board illustrates
planning within a comparatively small but densely
populated area. The Board owns and operates all
underground railways, trams and omnibuses in the
London Traffic area, and co-ordinates these with the
main line railways in the area. Its members are ap-
pointed, not by the Minister of Transport, as Mr.
Morrison’s Bill of 1931 originally provided, but, under
an amendment made by the National Government, by
five Appointing Trustees.? This is a bad arrangement,
which makes it difficult for public criticism to play
effectively either on the Board or on the Trustees who
choose its members. There are other points for
criticism in the present London Transport scheme,
but it is an important step along the right road.

1 The Chairman of the London County Council, a repre-
sentative of the London and Home Counties Traffic Advisory
Committee, the Chairman of the London Clearing Bankers,
the President of the Institute of Chartered Accountants and
the President of the Law Society—a motley and inappropriate
crew !



CHAPTER XIV
COAL AND ITS PRODUCTS

Ir power and transport are the twin keys to modern
civilisation on its material side, neither can turn, in
this country, without coal. Compared with coal,
imported oil is still a minor factor. As the symbol of
our national wealth, the Woolsack, like much else in
the House of Lords, is more than a century out of
date. For the last hundred and fifty years at least
the Lord Chancellor should have sat upon a Coalsack.

The history of the British coal industry has a
quality of its own, epic and grim ; tyranny and toil ;
capitalist exploitation—of man, mineral and natural
beauty—at its most ruthless and its ugliest; class
cleavage at its sharpest.

No one who has known British miners, and has had
the good fortune to form friendships among them, can
think of any other section of the community quite as
he thinks of them. There is a sturdiness in them, a
directness, a courage, a mass comradeship, that makes
them stand out from the rest. In the hell of war there
were no braver soldiers than the miners. And still, in
the purgatory of peace, except when unemployment
brings him unwanted safety, the miner is always in the
trenches, risking life and limb day by day in the darkness
below ground. And both in political and industrial
battles, fighting for better conditions, the miners and
their gallant women folk have, for more than a genera-
tion, been the shock troops of the Labour Movement.
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The pitman, like the landworker, lives mostly in
small remote communities, far from the noisy self-
concern of cities, closer to nature. As an unemployed
Durham miner told a journalist from London :—* you
can go to the end of any street here, and see the
country and, you know, it has a cleaning effect.”” 1

The Labour Party has long been pledged to socialise
the mining industry. There will be some stiff initial
problems. This industry is chronically depressed, and
carries a mass of unemployment, of which neither
electricity nor transport has any equivalent. Its
future prosperity, and its contribution to the national
prosperity, is even more conditional than theirs on
unification within a Socialist framework, and planned
co-ordination with related industries. Even so, any
great expansion, in terms of numbers employed, in coal
mining in the narrower sense, as distinct from coal
treatment, is not likely. Rather the reverse. But,
as the late Arthur Cook was one of the first to foresee,
we may build a higher standard of life within the old
industry for a smaller number, and create new outlets,
especially in the new industries of coal utilisation, for
men displaced and for the rising generation.3

! From an article in The Times, March 21, 1934.

% Particularly urgent in the mining areas, in view of the
heavy weight of immobile unemployment, is the raising of
the school-leaving age and the provision of retiring pensions
for elderly miners. I have heard it suggested that boys leav-
ing school at sixteen would be less willing than at fourteen
to follow their fathers down the pit, if there are alternative
employments open. If so, in the years to come we may
reverse, in favour of the miner, the present harsh operation
of the law of supply and demand, and consolidate a higher
standard of life on the basis of a reduced and reluctant labour
supply; men may have to be tempted down the pits by
wages high enough and bours short enough to compensate
them for the greater risk and toil and dirt of hewing coal
than of working above ground. And this would be plain
social justice,
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By common consent of all except the coal owners,
the mining industry is one of the least planned and
least efficient products of modern British capitalism.
A succession of Commissions and Committees have
looked into it, in whole or in part, and with varying
degrees of emphasis have condemned its present
practices. Notably the Sankey Commission of 1919
and the Samuel Commission of 1925. More recently
the Coalmines Reorganisation Commission, which was
appointed under the Coal Mines Act of 1930, but has
hitherto, owing to the resistance of the coal owners
and its own hesitations, done very little reorganisation,
has passed the following judgment.!

The picture presented by the greater part of the in-
dustry is one of haphazard development of each coal-
field by a large number of unco-ordinated units brought
into existence on no rational plan, nearly all working
below capacity, competing suicidally, whether in capital
expenditure or in prices or both, for a market that
cannot absorb the product of all.

They add that, even if these defects were removed by
appropriate structural changes, ** the present system
of mineral ownership would stand in the way of
effective and lasting reorganisation *’ ; and express the
pious hope that * Parliament will presumably remove
sooner or later—whether by nationalisation or by some
less sweeping reform—this impediment *’, of private
rights to royalties and wayleaves, carrying rights of
veto over all proposed developments.?

' In a Report published on December 20, 1933.

* The National Government has passed an Act to socialise
all oil and natural gas which may hereafter be found beneath
the surface of this island. Lord Londonderry, whose family
for generations has waxed fat on coal royalties, defending
the Bill in the House of Lords on April 19, 1934, spoke as
follows: “I need hardly tell your lordships that, with the
very strong views I hold in connection with the rights of
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Let us give an illustration from South-West Durham.
Here a whole chain of pits have been closed and
abandoned through the failure of a number of colliery
companies to co-operate in installing a central pumping
plant for this area. The need for this and its practic-
ability were recognised by all the companies, but no
agreement could be reached for sharing the cost. So
nothing was done. Soon afterwards a pit near the
head of the water closed down. The next pit there-
upon got more water than it could deal with. It also
closed. The next followed ; and the next; until a
series of six or seven pits, several of which still con-
tained large quantities of workable coal, were all
drowned out. If they are not properly pumped, the
water will endanger a number of other pits farther to
the east, which are still working. Already it has in-
creased their working costs.}

The Reorganisation Commission’s condemnation of
haphazard development applies no less to coal treat-
ment and by-product works than to coal getting.

The Labour Party’s policy regarding coal must deal,
therefore, both with the coal industry in the narrower
sense, and with coal treatment. As regards the former,
the industry must be socialised, all coal becoming the
property of the State, and all the assets of the colliery

private property, I have been very exercised in my mind over
this measure. But I have come to the very definite conclu-
sion that, in this connection, these rights, which may be said
to exist over royalties, must give way to the interests of the
country in ensuring the exploitation of a commodity on which
so much of our national well-being depends, from the com-
mercial standpoint as well as from the point of view of national
defence.” ‘ So much!” How much? Infinitely less than
on coal.

1 This example of private ** enterprise * is common talk in
this part of County Durham. It is graphically described by
Mr. Thomas Sharp in his striking picture of A Derelict Avea :
A Study of the South-West Durkam Coalfield (Hogarth Press,

1935).
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companies, as such, likewise passing into public owner-
ship. I say * as such ’’, because a number of private
concerns now combine the ownership and management
of collieries with other industrial activities, e.g. in the
iron and steel trade. This may make for capitalist
convenience, but under socialisation would make for
muddle. The iron and steel industry should be separ-
ately reorganised, and the collieries separated from the
present mixed undertakings. Colliery companies’ by-
product plants, on the other hand, should be appro-
priately organised in connection with coal treatment
as a whole.

The constitution of the socialised coal industry
should probably provide for a decentralised adminis-
tration, separate coalfields having a large measure of
autonomy, subject to central control, and Pit Com-
mittees being established at each pit with appropriate
functions, especially as regards safety.! Each new
mining disaster, with its tale of death and heroism,
shocks public opinion for an instant and draws charit-
able subscriptions for the dependants of the victims.
But most, if not all, of these disasters could by proper
precautions be prevented.

In each department of this new industrial consti-
tution, at the pit, in the district and at the centre,
the mining community should, through appropriate
arrangements, exercise its proper share of authority
and take its proper share of responsibilities. And there
must be central planning of the industry as a whole.

It is, I believe, a great mistake [says Mr. Peter Lee]

1 During the present year, 1934-5, the National Executive
of the Labour Party and the General Council of the Trade
Union Congress are re-examining the details of such a con-
stitution at the request of, and in consultation with, the
Miners’ Federation. The scheme submitted in 1925 by the
Labour Party to the Samuel Commission was published under
the title, Coal and Commonsense.
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to close down any mine before all workable coal has
been extracted. So long as our national needs can be
met by the coalfields already operating, no new coal-
fields ought to be opened out. But as the old ones
become worked out, it would then be time to commence
new ones, and the miners who had become unemployed
could be transferred to the new pits.?t

There is great force in this argument. Unified public
ownership of all coal, and the adoption of central
pumping and other co-operative devices, will make a
great difference to the practical definition of ‘* work-
able coal”’. On a long view, it is not in the national
interest, either that workable coal should be abandoned,
or that we should use up our coal resources recklessly
and wastefully.

The opening of the Kent coalfield, for example, has
probably been premature. Certainly its development
should not be pushed forward to the neglect of coal
measures which are still workable in the older fields.

Mr. Lee’s words have another lesson. To-day large
mining populations hang miserably around closed pits,
in the hope that these will one day re-open. Often they
do re-open for a while, then close again. In recent
years I have seen pits in County Durham open and
shut, and open and shut, like the jaws of a tired man
yawning. The present position is, from the com-
munity’s, and still more from the miners’, point of view,
intolerable. There is no one to-day who can make an
authoritative declaration that such and such a pit will
never work again. Under a unified public ownership,
such a declaration must, where necessary, be made
promptly, and proper provision madé for the workers
affected.

Coal distribution, both wholesale and retail, must be
reorganised. Local Authorities should, as recommen-

1 General Secretary’s Quarterly Report to the Durkam Miners’
Association, May, 1934.
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ded both by the Sankey and the Samuel Commissions,
be given power to deal in coal within their areas,
though in many cases, where the Co-operative Societies
are able to act as efficient distributors, such powers
should not be exercised. This is a matter for friendly
adjustment, in the light of varying local conditions,
between the Societies and the Authorities. A unified
selling agency, or Export Board, should be set up to
handle coal exports.

I turn to coal treatment, hitherto shamefully neglec-
ted and its small beginnings even more haphazard and
unco-ordinated than coal getting. * There is blood
on the coal,” as Robert Smillie used to say. But there
is a wonderful store of wealth inside it. Burnt raw,
in our bad, dirty, un-neighbourly old British way, most
of this wealth is worse than wasted.?

I have argued elsewhere in this book for the estab-
lishment in the mining areas of a number of large-
scale publicly-owned plants for the extraction of oil
from coal. Several strong lines of argument converge
in support of such a programme. Those who now
occupy the highest posts of responsibility in the Miners’
Federation, men like Mr. Joseph Jones, the present
President, and Mr. Ebby Edwards, the present Secre-
tary, are wide awake to these possibilities. The
Executive of the Miners’ Federation stated in their
report to their Annual Conference at Edinburgh in July,

1934,

the petrol industry is already an enormous one. But
we look forward to the day when the vast majority of
the workers will have motor-cars, and when a consider-

1 We have made little or no progress, in spite of much talk,
since about 1920 in smoke abatement. The London area, in
particular, is stagnant. The number of domestic fires burn-
ing raw coal has been allowed to increase, See the gloomy
official reports of the Investigation of Atmospheric Pollution,
issued by the Department of Scientific and Industrial Research.

».8. x
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able proportion of the population will fly their own aero-
planes. What a stimulus would be given to the coal
industry if the major portion of our future petrol require-
ments was obtained from British coal.

Within the framework of a national plan for coal
utilisation, the various processes of treatment now in
use, and others which scientists may add to them,
should not be regarded as rivals, so much as comple-
ments. Each process yields different products.

Even with a very rapid increase in electrification, the
gasindustry should still have a big future. Butitsold
method of high temperature carbonisation, yielding
only gas and coke, is of less social value than low
temperature carbonisation, yielding smokeless fuel
that will burn freely in an open grate, as well as gas
and tar, which in turn yields oil of good enough quality
to secure contracts from such fastidious buyers as the
Admiralty and the Air Force.

But smokeless fuel is the principal product of this
process and we must seek to cheapen its cost of pro-
duction and make a large and steady market for it,
especially in substitution for the raw coal of domestic
fires.

The hydrogenation process can probably be expanded
even more rapidly. Its principal products are petrol
and fuel oils, for which the future market, if properly
organised, should be practically unlimited. The cost
of producing motor spirit by this process has been
reduced from 2s. 6d. to 84. a gallon in the last seven
years, and should be susceptible of further reduction.
The National Government has conferred a practical
monopoly in this sphere on Imperial Chemicals, which
holds all the relevant patents, and has been guaranteed
protection, through the present duty on imported oil,
for a term of years. This stimulus is on much too
small a scale, and goes to swell the profits of a private
concern. A Labour Government should extend it to
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the new publicly owned oil-from-coal plants proposed
above.?

We should spend freely on research and experiment
in the uses of coal. The valuable activities of the Fuel
Research Board should be greatly extended. The
possible utilisation of small coal, having little value
for burning raw, should be fully explored. And so
should other processes, including pulverisation, on
which some experts build high hopes.

There is a further wide range of coal products, which
should be systematically exploited under a national
plan: pitch for road making and briquetting, with
large possibilities of export ; tar acids, yielding drugs
and dyes and bakelite, which is already used increas-
ingly for wireless and electric fittings, telephone
receivers, etc. Here we have the basis for several
important industries, which could conveniently be
established, close to the pitheads and the coal utili-
sation plants, in the depressed mining areas.

To organise coal treatment and its many component
industries within a national plan, is a great constructive
task for the next Labour Government. Maybe some
of these projects would need, in the early years at any
rate, some form of subsidy, direct or indirect. Sub-
sidies to-day are in fashion. Farmers and landlords,
shipbuilders and shipowners, and the miscellaneous
crowd of manufacturers and others, who are the bene-
ficiaries of tariffs, quotas, derating, income tax remis-
sions and the like, receive them from the National
Government. Objection to subsidies, in principle, is
a relic of individualism. But subsidies should carry

1 As regards patents, the Patents and Designs Act of 1907
provides that ‘“ any Government Department may at any
time use the invention for the service of the Crown on such
terms as may be agreed on with the approval of the Treasury
between the Department and the patentee, or, in default of
agreement, as may be settled by the Treasury, after hearing
all the parties interested.”
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with them public control and should fit into a plan
which serves the public interest.

A well devised scheme of encouragement to coal
treatment would not only lay the foundations of new
production and prosperity, but would save money to
the Treasury, the Unemployment Fund and the Local
Authorities in mining areas. Encouragement could,
perhaps, best be given by increasing the present import
duties on petrol and other oils, while leaving home
products untaxed.! But there are many other altern-
ative methods.

The unified planning of coal extraction and treat-
ment, as a single public enterprise, though with many
parts, will facilitate many adjustments now impossible.

. The charging, for instance, of lower prices, in towns
at any rate, for smokeless than for smoky fuels. , We
should aim at driving smoky fuel right out of use in all
large centres of population.t A national coal authority
could not only play ondemand through thisinstrument of
discriminating prices, but could conduct a vigorous cam-
paign of anti-smoke propaganda, advertising the practi-
cal virtues of smokeless fuel and facilitating its supply.?

1 Other considerations favour such a step. A slight increase
in the price of petrol would help to check the disproportionate
increase, now tending to take place, in road transport. Again,
the British motor industry is to-day handicapped in its export
trade, which might grow very rapidly, by taxation based on
horse power. Such taxation, it is argued with great force,
discourages the production of many types of car suitable for
export. Hence a change over, partial or complete, from
horse power to petrol, as the basis of taxation, could be so
arranged as both to bring in more revenue and stimulate this
promising branch of export trade.

? But this will take time, and we must avoid action that
will raise the cost of fuel to those who have mo practical
alternative to raw coal. There is much to be said for sub-
sidising, at any rate until new habits become established, a
low price for smokeless fuel.

* All Government and Local Government offices might set
an example in burning smokeless fuel.



COAL AND ITS PRODUCTS 139

Unified planning would also allow of another form
of price adjustment, to which the miners rightly attach
great importance. This relates to the prices paid for
raw coal by the various branches of the coal treatment
industry. These in the past, like the ** transfer prices *’
charged inside mixed undertakings, e.g. for coal trans-
ferred from the collieries of such an undertaking to its
own iron and steel plant, have often beentoolow. Thus
wages at the colliery have been kept artificially low and
losses have been alleged by the employers in respect
of this branch of their business in order to create artifi-
cially high profits in other branches. A unified system
must transmit prosperity from coal treatment to coal
getting.  Of the fruits of planning and public enterprise
the coal hewer must have his fair share.



CHAPTER XV
OTHER CASES

ELECTRICITY, transport, coal and its products ; these,
according to current opinion in the Labour Party,
would stand early in the list of enterprises to be
socialised by the next Labour Government. They are
all ripe for this change. But there are many other
cases, either equally ripe, or nearly so, or even now
ripening before our eyes. The land I discuss in the
next chapter, financial institutions in the next Part,
of this book. Others I shall mention in this chapter.
But only an unrealistic pedant would set down in
print, in advance of the occasion, any precise list of
priorities. Even private and unpublished conclusions
on priorities must remain provisional, until the oppor-
tunity for action comes.

\We must not pitch our programme low, or prepare
ourselves to be content with slowly crawling forward.
The next Labour Government must start off with a
well-planned rush. ** My advice to you is, * be auda-
cious ’,’” said Mr. Lloyd George to the Labour Party
nearly twenty years ago. That was good advice, and
it is time we took it.

On the other hand, as I have said already, we need
not waste time now debating the details of Utopia, or
the problems of a completely Socialist society. e
shall have our hands, and minds, full of prehminary
work for some while yet.

Opinion, fortified by experience, is setting strongly

140
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in our direction. The case for Socialism is to-day
becoming a commonplace in ever-widening circles.

In the last few years [says Sir Arthur Salter] we have
seen broadcasting, London Passenger Transport and
{though less completely) electricity made public services.
There are vast spheres of enterprise ripe for a similar
treatment ; other forms of insurance, transport, the sale
of munitions, the distribution of the main necessities of
life, and others. . . . We should certainly, I think, be
able to bring more than half the country’s economic
life under public ownership and management, and
throughout tge whole of this sphere we could, by familiar
methods, secure a progressive equalisation of incomes,
stabilisation of employment, the lowest ﬁuces which
large-scale organisation without the toll of large private
profits could make possible, and at the same time give
to the majority of the nation the satisfaction of feeling
that they are working for a public service from which
private profits had been eliminated.?

This is good enough to be going on with |

Practical Socialists often make a division of industries
and services into three broad classes: those already ripe
for socialisation ; those not yet fully ripe, because less
important or less unified, but requiring some measure
of reorganisation and public regulation ; and those, of
comparatively minor importance, which may at
present be left under completely private enterprise.?

3 In a broadcast talk, published in The Listener of Decem-
ber 12, 1934, under the title, ‘' Planned Socialisation and
World Trade **. He continues: * I believe that, even in the
sphere in which private enterprise remains, the State . . .
must plan, control and in broad outline determine the direc-
tion of the development which takes place, ., . . 1 contem-
plate a rapid increase of socialisation, both in the extension

of the public services and in the purposive direction of public
control of all those activities which are left to private enter-

b §ee. for example, & Report on the Public Control and Re,
lation of Industry and Trads, submitted to the Trade Union
Congress in 1932. Also For Socialism and Psacs, pp. 9-10.
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How fast we shall be able to move, in dealing with
cases in the first two classes,will depend, as I have argued
earlier, both on our own qualities and on the politi-
cal and economic situation in which we find ourselves.
But the speed both of socialisation, and of reorganisa-
tion under public control, is likely, I think, to accelerate
after the resistances of the initial period have been
overcome. The earlier cases handled will serve, in
large measure, as precedents for the later. The fric-
tion of political opposition may be expected to diminish,
and many honest doubts to disappear, as the novelty
of the process wears off and an increasing number of
working models become established ; provided always
that they show good results in practice, better service
for their consumers and users, better conditions and
status for their workers. With plain men, only in-
efficiency can discredit Socialism in action.

New socialised enterprises must become accepted and
accustomed elements in the social environment and,
once they reach this stage, they will be reasonably
secure of continuance. Not even the typical Tory, nor
the reactionary National Government, proposes to-day
to denationalise the Post Office,! or the Royal Dock-
yards, or to disestablish the Central Electricity Board
or the London Passenger Transport Board, or the
B.B.C., or to narrow the present legal range of municipal
activities. All these are now accepted things.

I do not, therefore, fear, subject to this essential
condition of Socialist efficiency, any general reversal

1 Quite the contrary. ‘“ The Post Office is a prosperous
institution, and the public, no less than its own staff, appre-
ciate and benefit by the efficiency of its administration.
Itself a trading concern, it has given a fillip to commercial
enterprise, and by improvement of its services is contributing
to the commercial efficiency of the country.” (The Times,
leading article on December 14, 1934, in praise of Sir Kingsley
Wood, Tory Postmaster-General and ornament of the Anti-
Socialist Union.)
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of further acts of socialisation, if, some years after
their performance, a Labour Government were suc-
ceeded, temporarily at least, by a Government of the
Right. The progress of Socialism, in terms of concrete
.achievement, will tend to move the centre of gravity
of political thought farther to the Left. At each suc-
ceeding stage the Right will want to stand still, the
Left to continue the Leftward journey.

In some cases we can proceed in one step to a fully
socialised constitution. In others, socialisation must
come by stages, and be preceded by reorganisation
with a measure of public stimulus and control. Here,
as regards procedure, there is no need for uniformity.
But the initial step might often be the appointment
of a small body of Commissioners, with power to make
orders for reorganisation, including the amalgamation
of many small units into a few large ones. Such
Commissioners could be set up without legislation and
their draft schemes or orders submitted to the appro-
priate Minister, and by him, amended if necessary, to
Parliament. It is worth consideration whether some
body of Commissioners, in the form of a perma-
nent Industrial Reorganisation Commission, to act in
appropriate Sub-Commissions, if necessary with co-
opted members, should not be established as a section
of the National Planning Authority proposed in a
later chapter.

As a general rule, when the total scale of any
private industry or service becomes considerable, the
continuance within it of a large number of small
independent units becomes either impracticable or
undesirable. Either there is a drive within the in-
dustry itself towards some form-of combination into
larger units, or there is wasteful competition between
small units at a low level of efficiency. Either, there-
fore, the industry takes steps to consolidate its own
structure, or public authoiity is forced to intervene
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for the same purpose. But in either event consolida-
tion brings an increasing element of monopoly, an
increasing private power to control output, or price,
with a view to higher profits. This situation calls for
counter-control in the public interest.

Moreover, self-consolidation by capitalist interests,
even if it results in greater efficiency, is apt to be open
to grave objection. Recent developments in the iron
and steel industry illustrate this. The interests of the
workers in the industry have been subordinated to
those of the shareholders.

There have been certain crude attempts at what has
been termed “ rationalisation ”, but without any
proper conception of the objective to be attained. There
have been amalgamations of financial interests without,
in most cases, the necessary financial adjustments,
Labom; has been rationalised, but not financial commit-
ments.

Further,

the “ rationalising *’ methods of private enterprise . . .
disregard social obligations in respect of the effect upon
local communities by the closing of works without any
pre-considered arrangements as to the disposal of the
labour displaced.

The most shocking, and now notorious, example of
this disregard is the town of Jarrow, ruined by rational-
isation in the shipbuilding industry.

It follows that, in any industry of importance, the
process of consolidation, once begun, must be subject
to deliberate planning, both of the industry as a

1 What is Wryong with the British Iron and Steel Industry ?
(issued by the Iron and Steel Trades Confederation, 1931,
price 24.), p. 13. This criticism regarding finance, it is inter-
esting to observe, is also made in an article by a Special
Correspondent in The Times, August 16, 1933, on * Iron and
Steel, the Waste of Duplication .
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whole, including its skilled labour force, and of its
place in a larger national plan, which shall have
regard, among other considerations, to the most desir-
able location of industry. Consolidation, if successful,
will strengthen and simplify the structure of an in-
dustry, and will accelerate its transition to a socialised
constitution.

But often the public hand must give the initial
push towards consolidation. The iron and steel trade
has needed some pushing, and even a threat by the
Government to withdraw the tariff protection recently
given to it, unless it took quicker steps to put its
house in better order. ‘ Owing to the excessive
individualism still cherished by many of our indus-
trialists, the industry has found it extraordinarily
difficult to adapt itself to post-war conditions.” 1

In iron and steel unification has now gone some
distance. A practical scheme for its transformation
into a Public Corporation was submitted to, and
approved by, the Trade Union Congress in 1934. This
Corporation, it is contemplated, would work through
a series of Sectional Boards for each of the large divi-
sions of the industry.?

Armament firms, included in this industry, stand
in a special position. The Labour Party, on grounds
of international policy to be discussed later, is com-
mitted to the abolition of the private manufacture of
arms. The delimitation of arms manufacture, which,
when socialised, should probably be organised separ-

3 The Times leading article, August 16, 1933.

% The Report suggests " ten or a dozen ** separate Boards,
e.g. for pig-iron, ingots and semi-products, tinplates, etc.,
* the preciss demarcation being a technical matter which
would be determined by those who are charged with the
direction and conduct of the industry. Each of these
sections should have a considerable degree of internal
antonomy *, and should, where necessary, have regional
sub-divisions.
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ately from the rest of the industry, would naturally
be made at those points in various industrial processes,
where only arms can be intended to result. If we
begin to take account of possible * convertibility "
of plant, we shall embark on an indefinite extension
of the field.

Arms manufacture is certainly ripe for socialisation.
The iron and steel industry as a whole is ripe, at any
rate, for the setting up of the outer framework of
socialisation, though, within this, there may need to
be a series of gradual adjustments rather than an
immediate reorganisation, as in the case of coal.

But all deposits of iron ore in this country should
pass into public ownership, and the mining section of
the industry be co-ordinated with the manufacturing
sections.

Shipbuilding and heavy chemicals have both reached
a high stage of unification and, from this point of
view, may be deemed suitable for early socialisation.
Engineering, on the other hand, is much less con-
centrated, both technically and geographically, and
would probably require preliminary reorganisation
under public direction.

Similarly with the cotton industry which is still an
unco-ordinated medley of units, most of which are
relatively small, with a large surplus of productive
capacity over any possible demand under the changed
conditions of international trade. To socialise it at
one blow is obviously impracticable. It must first be
reorganised through the agency of a Cotton Control
Board, both in respect of production and of market-
ing, larger units created, the contraction in its export
markets met by a planned contraction in the scale of
its production through the scrapping of the least
efficient plant, the recruitment of new labour checked,
and special provision made for the superannuation of
its older workers.
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The woollen and other branches of the textile in-
dustry would presumably require similar reorganisa-
tion, though their problems of surplus plant and labour
are much less acute.

Insurance in its various forms is mainly concentrated
in a comparatively small number of large businesses.
From this point of view it is ripe for socialisation,
which would bring many advantages to insured per-
sons, remove many notorious abuses, and enable the
investment of the large funds now held by the Insur-
ance Companies to be properly co-ordinated through
the National Investment Board.* The economies of
unification are obvious, but these should not be sought
too quickly at the expense of those now employed in
the insurance service.

Flour milling is another industry increasingly con-
centrated in a few large units. It has often been
suggested as very suitable for public ownership and
control.

Food distribution, both wholesale and retail, offers
large possibilities of economy, especially by better
organisation of retailers, and of narrowing the gap
between wholesale and retail prices, thus reducing
the cost of living, while keeping the general level pof
wholesale prices steady. Here, as also in the case of
flour milling, the Co-operative Movement must be
brought into consultation and its legitimate interests
safeguarded in any scheme of reorganisation.

The list of cases mentioned in this chapter is illus-
trative, not exhaustive. On some of these, further
investigation is required, before the precise lines of
appropriate action can be decided. The Reorganisa-
tion Commission, which I have suggested above, would
be a suitable instrument for this. But it is evident
that a Labour Government would have a wide range
of choice in the continuance of its socialising pro-

1 See Chapter XXIL
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gramme, after the more urgent cases had been dealt
with,

There are few important private industries or
services in this country, which do not require, at the
least, a publicly controlled measure of reorganisation.



CHAPTER XVI
THE LAND AND AGRICULTURE

THE land, which no man has created, but which forms
the physical basis of our life, should belong to the~
community, not to a few favoured members of it.
That private ownership of natural resources should
give the right to large idle incomes, to profit-making
by speculation in land and by holding up the public
to ransom, and to the capricious private use of great
areas, often in clear conflict with the public interest,
is not defensible, except by sophistry. Any dramatic
rise in land values is easily seen to be due, not to the
activities of landlords, but to the work and needs of
great populations. The value of all forms of property
is socially created, But this truth is most easily
récognised in the case of land.

To permit land to become private property is one
of the greatest historical errors committed by govern-
ments. But it has been committed in almost every
part of the world. Under the feudal system in this
country lords held their lands from the Crown, in
return for the performance of certain public duties.
Their tenure was thus doubly conditional. The drift
of law and custom, registering self-interested pressure
by strong social groups, has made it absolute. The
private landlord has ousted the Crown as ultimate
owner, and the duties, once the condition of every
‘ freehold ’, have lapsed. The aggrandisement of
sectional interests at the expense of the Crown, though

149 -
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often represented by historians against a rosy light of
growing popular liberties, has not always been a clear
social gain, Such Crown lands as survive to-day are,
in effect, public land, controlled by Public Commis-
sioners and bringing in an annual revenue of a million
and a quarter pounds to the Treasury.
Private property in the land of Britain, immortalised
iby inheritance down the generations, has been an
enduring cause of social inequality and domination.
But the large agricultural landlord, in his latest phase,
has generally abandoned even the function of pro-
viding capital for the upkeep and improvement of his
estate. He has become only a passive, and often a
plaintive, rent receiver. Recentgr'v many large agri-
cultural estates have been broken up by sale, often to
the embarrassment of tenants, and the number of
owner occupiers, owning more than one acre, rose in
the eight years following the War from 49,000 to
147,000.

Looking backward we can ruefully survey lost
opportunities. Even so comparatively conservative
an economist as Alfred Marshall was of opinion that,
“if from the first the State had retained true rents
in its own hands, the vigour of industry and accumula-
tion need not have been impaired, though in a few
cases the settlement of new countries might have been
delayed a little .2 In the long run such delay would
have cost nothing. It might even have helped the
building of firmer social foundations in some new
countries. :

To hold land not as a freeholder, but as a tenant
of the State, either on long lease, or on short lease
with reasonable rights of security and compensation
for improvements, makes little difference to the holder.
But a vast difference to posterity.

Consider how British public finance would have been

1 Principles of Econmomics (fifth edition), pp. 802-3.



THE LAND AND AGRICULTURE I51

transformed, if, as wealth and population and cities
grew in the nineteenth century, an ever-swelling
revenue had accrued to the State from its rent rolls,
The rise in urban would have swamped any decline
in agricultural rents. Taxation could have stood at
permanently lower levels, public debt been paid off
rapidly, public expenditure on social objects started
much sooner and pushed much farther. And can it
be supposed that, with the State as universal land-
lord, the idea of Town and Country Planning would
not have come to life earlier, or that our industrial
towns would not have grown up less, even if only a
little less, drab and chaotic than private landlords
were content to let them grow?

Alternatively, if land in and around growing towns
had been owned by some Local or Regional Authority,
rents from its leases would have replaced local rates.
If the land on which London now stands had been
in public ownership since even the accession of Queen
Victoria, its present inhabitants would be living prac-
tically rate free, and enjoying vastly improved ameni-
ties and public services.

But the reality is different. Out of the eight million
inhabitants of Greater London, only about 40,000 own
any land, and only about a score of these own really
valuable slices. A few years ago the Duke of West-
minster owned most of the West End, but some of
this most valuable estate has changed hands recently.
Eight acres of Millbank were sold for a million pounds
in 1930. The total value of the estate is put at about
£20 millions. It was founded in the days of Queen
Elizabeth, when an ancestor of the present Duke
married Miss Davies, owner of Ebury Farm, whose
pastures spread over what is now Belgravia.

The Duke of Portman owned more than 270 acres
of valuable West End land in 1929. This estate also
was founded on a farm, purchased 170 years ago when

P.S. L
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a sickly Portman was ordered a diet of asses’ milk and
kept a drove of asses to provide it. The Cadogan
Estate in 1933 covered 113 expensive acres in Chelsea.
The Howard de Walden Estate, largely sold to an
Ellerman trust in 1925, covered forty acres stretching
from Oxford Street to Euston Road. The price paid
by the trust was said to be in the region of £3 millions.
“ It is only the poor individual Londoner who lives
there, who has nothing to say about his city. It isn't
his.””* But a few noble families have here stumbled,
prematurely, upon the Celestial City whose streets
are paved with gold.

With land in public ownership and inalienable, land
values, in the sense of capital values, would have no
practical significance. But rising annual values would

"be reflected in rising public revenue from rents.
Under private ownership land values, realised on trans-
fers of ownership, have great significance. Progressive
nineteenth-century opinion, shocked by the spectacle of
great unearned increments, took a wrong turning. The
agitation for the taxation of privately-owned land
values followed a false scent. It led away from public
ownership and made even some Socialists forget
Socialism. For every dozen speeches made by Lord
Snowden, for example, on the taxation of land values,
I doubt if he made one on public ownership. Henry
George, the Land Taxer, had a greater influence, un-
fortunately, than Arthur Russell Wallace, the Land
Nationaliser, a stronger and clearer thinker, but a less
eloquent evangelist.

1f, when we socialise land, we must accept the
practical necessity of paying a fair price. though not

more, to _private owners—and I shall argue later that
we must—it i5 beyond our power, by socialisation alone,
1 Mr. A. P. Luscombe Whyte, in an article in the Fvening

Standard, May 30, 1934, from which I have taken the pre-
ceding particulars.
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to restore to the public the unearned private increments
of the past. TKat restoration can only be made by
taxation, and in particular b Death Duties. But we
can secure for the public all (uture increments . and
we can control in the public interest the use of land,
and so plan, future development.

These are the two great arguments for socialising
land. But they do not apply with equal force to all
land. To socialise all land in Britain at one blow is
a policy which has obvious attractions. But its super-
ficial simplicity hides complex administrative problems
which, if it were urgent to solve them, could indeed be
solved, but only by diverting energy from more urgent
tasks. A programme of practical Socialism must‘
weigh priorities in a delicate balance. It is important
to extend the public ownership of land, and to extend
it rapidly. But it is much more important to extend
it in some directions than in others.

In the nineteenth century it was the combined action
of two forces, increasing population in a small island
and increasing wealth, even though most unequally
distributed, which forced up British land values, most
of all in those areas where population and wealth were
most highly concentrated. With the prospective
decline in our population, it is doubtful whether the
aggregate value of the land in Britain will continue to
increase, even though average wealth should increase
greatly and be better distributed. Certainly it will not
grow at the old rate! The abnormal chapter of the
nineteenth century is closed. Some areas will rise, but
others will fall, in value. These ups and downs may
roughly balance. The argument for absorbing future
increments points, therefore, not to wholesale, but to

1 Our land values are not so high as might be supposed.
Sir Leo Chiozza Money estimated some years ago that, in the
aggregate, the land of Britain was worth less than it would
cost to cover it with linoleum.
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discriminating, socialisation, concentrating on those
areas where increments, not decrements, are likely.

The argument for controlling the use of land goes
wider. The more we plan, the more we must control.
And one of the results of planning will be to determine
what land is likely to increase in value. ,

Control of the use of land may be either negative or
positive, either to prevent, or to enforce, a different
use. To prevent building in order to preserve an open
space, or a beautiful view, or a historic monument, is
negative control. To schedule a site for building,
whether of houses or factories, which otherwise would
not be built upon, is positive control. A special case
of positive control, of great practical importance, is
to require land now used for some purpose to be used
for the same purpose, but more effectively, as when
slums are to be demolished and replaced by healthy
dwellings, or agricultural land put into a better state
of cultivation.

Modern legislation, culminating in the Town and
Country Planning Act, has modified this problem. The
need for control is now recognised, though the admin-
istrative machinery is slow and clumsy. And control
is possible, under this Act, without the transfer of the
land to public ownership.

These problems fall to be considered under the head
of economic planning.! The argument for control,
even more strongly than the argument for absorbing
future increments, points to a large and steadily ex-
panding, but not to an immediately universal, measure
of socialisation. For, if one reflects on concrete details,
it is clear that even the most ambitious schemes of

1 See Chapters XXVI-XXVIIL. One of the old arguments
in favour of a tax on land values, that it ** forces land into
use ", is in flat conflict with the idea of geographical planning.
Would that much land had not been forced, by economic
motives, into its present use!
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practicable planning would leave the use of a con-
siderable part of the land of this country unchanged.

Most of the land already built on, for example, most
of the area occupied by private gardens, and large
tracts of the countryside.

The powers required for speedy socialisation have
been clearly stated by the Labour Party in its Report
on The Land and the National Planning of Agriculture
(p. 7). ' It is proposed that a general Enabling Act
should be passed giving the State power to acquire
any or all land, rural or urban, at any time after the
passing of the Act, and laying down the basis of com-
pensation to the owners.”” The basis suggested for
agricultural land is the Schedule A assessment for
income tax. Further,

it should be the general policy to transfer to national
ownership, as soon as administratively practical, all
agricultural land, and the appropriate Minister should
have power under the Act to issue orders, operative
without further reference to Parliament, specifying as
and when decided by him the particular land to be
transferred.

As regards land other than agricultural, other Ministers
should have similar powers, each in his appropriate
sphere. There is in this procedure nothing new,
except the absence of delay. It is the State’s ancient
Right of Eminent Domain, brought up to date.

Either the State should exercise these powers, on
request, through the appropriate Minister, on behalf
of Local Authorities and other Public Bodies, including
the new Public Corporations proposed to be set up, or
these bodies should be granted powers in their own
right, of equal promptitude. Their present powers
are slow and inadequate.

What should be the respective spheres of different
public authorities in the ownership of land? Itis an
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easy exercise to make neat and tidy paper schemes.
But this is not how things are done in this country.
We live empirically and suffer inconsistencies gladly.

Socialism, as I have pointed out already, is quan-
titative. Here, as elsewhere, we shall not start from
scratch. The public ownership of land is no new thing.
A large area, in the aggregate, is already owned by
various Government Departments, by the Commis-
sioners of Crown Lands, by the Forestry Commission,
by various Public Boards and by a great number of
Local Authorities. To this we may add the land held
by the National Trust for the Preservation of Places
of Natural Beauty and Historic Interest and, for
certain purposes, land held by educational and chari-
table bodies. We have not to invent, but to increase,
our public estate. All these are nuclei that will
expand.

There is much to be said for encouraging Local
Authorities in urban areas, rather than any national
authority, to become the owners of land within these
areas and of outside zones, sufficient to cover their
probable  expansion in the calculable future. Com-
pared with many foreign cities, we are backward in
the municipal ownership of land. The City of Stock-
holm, for instance, owns land equal to more than four
times the size of its present built-up area. Local
Authorities in rural areas should also be encouraged
to extend their estates, particularly for small holdings
and housing schemes. Both the Forestry Commission
and the National Trust should steadily and rapidly
increase their acreage. And both should work in con-
junction with a National Parks Commission, which
should acquire and administer substantial areas.!
These three would hold land as agents, for specific
purposes, of the Central Government. So would the
National Agricultural Commission, which would ad-

1 See Chapter XXVIL
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minister State farms under the Minister of Agriculture.
Public Corporations and other Public Boards would
likewise hold the land necessary for their own purposes.
The Central Government itself, through its Depart-
ments, will, I suggest, do little actual administration of
public lands, but will work through other public bodies
as appropriate agencies.t

How rapidly will it be * administratively practic-
able ** to transfer agricultural land to public ownership ?
It is sometimes suggested that the title to all agricul-
tural land should come under public ownership on an
appointed day, even though, it is admitted, direct
public management of all this land could not be in-
troduced for a considerable time. It is also admitted
that this procedure would involve great administrative
labours, for which, for some little while, there would
be nothing to show.?

It is sometimes argued, on the other hand, that
public ownership should only be introduced, in pro-
portion as the State can invest sufficient new capital
to enable the land transferred to be farmed at a high
level of efficiency. Socialisation, ‘it is said, if it is to
do good and be welcomed after the countryman has
had a brief experience of it, must mean much more
than a mere change of rent collectors. A Labour
Government must be prepared to spend money freely
on reorganising agriculture. At £10 an acre, not an
excessive sum if big improvements are in view, £250

1 And, in so far as it receives land in payment of death
duties (see Chapter XXXIII), will transfer it to these bodies
for administration.

$ And what is * agricultural land ** ? Does it include houses
and gardens (if not, within what limits ?), land used for agri-
culture but having a building value, land not now used at
all, but which might be used for agriculture ? These conun-
drums are only troublesome, but then they are very trouble-
some, if we abandon the selective method, and try to
socialise * agricultural land ** wholesale.
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millions would be needed to re-equip our 25,000,000
acres of agricultural land. This is much too large a
total to be found quickly. There will be a host of
other claims on the available finance. Over the whole
area of British agriculture the sums which could be
mobilised, in the early years of a Labour Government,
would spread so thin as to be hardly noticeable. Better
take over a section at a time, and make a good job of
that before going farther.

Somewhere between these two conflicting views, I
think, practical wisdom lies. We must avoid a snail’s
pace of advance, and equally a stupid administrative
choke-up.

But too much debate on this one point of policy is
a mistake. The Labour Party must be ever on its
guard against seeing agriculture through a townsman's
eyes. It must cherish its growing agricultural con-
tingent, and take their guidance on emphasis and
priorities. Public ownership of the land is not well
chosen as the chief theme of a speech at a village
meeting. The countryman’s primary interest, if a
farmer or a small-holder, is in prices, especially of
what he sells. Hence his interest, late though it has
developed, in Marketing Schemes and his willingness
to sacrifice a little of his individualism on the altar
of better and steadier cheques. Nor is it hard to stir
his interest in credit ; what he could do with money,
if he could get it cheap and plentiful ; how the banks
charge too much and lend too little.

But ownership is secondary. If he is a tenant, he
would only be paying rent to a different landlord, who
might treat him better or worse. If an owner-occupier,
probably still in debt to a bank for the purchase of his
land, under duress, when prices were high, he might
not disapprove a change of tenure which would wipe
out that debt and leave him less burdened than now.
But he will be doubtful whether this is really the
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Labour Party’sintention. If he owes the bank nothing
on his land, he will probably dislike a change.

The agricultural worker is interested in his work,—
he is still a skilled craftsman, not yet, with few excep-
tions, a mere machine minder ;—in his wages and con-
ditions ; in his cottage and garden, and its tenure, tied
or free; in the prices of what he buys; and in the
fact that, when he draws no wages, he draws no un-
employment benefit either.! These interests are
primary in his daily life, these and the changing
weather, which rules his work and its fruits, unlike the
townsman’s, Through these primary interests any live
political appeal must strike. But a change in the
ownership of land—he owns none himself—seems a
remoter question, on a lower plane of meaning. Let
that come after, he will be inclined to argue, but let
other good things come first.

Therefore, to press the socialisation of agricultural
land too hard, relatively to other items in the Labour
Party’s agricultural programme, will create in the
countryside a sense of unconvincing irrelevance.

This programme covers a wide field.? It includes the
creation of a National Agricultural Commission, under
the Ministry of Agriculture, to administer nationally
owned land, to establish, where suitable, large-scale
State farms, generally to plan agricultural develop-
ment, and to work through County Agricultural

1]t is now anticipated that the National Government will
introduce in 1935 a scheme of unemployment insurance for
agricultural workers. It is one of the many humiliating
memories of the second Labour Government that Mr. Snow-
den was allowed by his colleagues successfully to resist this
proposal, though Dr. Addison, at least, fought bhard for it.

81 only enumerate here the main heads of policy, which
are developed in detail in Ths Land and ths National Planning
of Agriculturs. See also, as regards the past, an excellent
pamphlet on What Labour has Done for Agriculture, by George
Dallas (Labour Party, 1d.).
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Committees, whose members would include, as well as
other * persons of experience”’, farmers and agricultural
workers nominated by the Minister from panels sub-
mitted by their respective organisations; the main-
tenance, through Marketing Boards and, if necessary,
by the regulation of imports, of reasonable prices, free
from short term fluctuations; the narrowing of the
gap between prices on the farm and in the shop ; the
raising of wages, and the transfer of ultimate authority
from County \Wages Committees to the National Wages
Board; unemployment insurance for agricultural
workers; the building of a large number of houses
in the villages and the abolition of the tied cottage
system ; adequate water supply for the villages ; more
small holdings ; improved credit facilities for farmers
and smallholders; rent courts for tenants; land
drainage on a large scale; the vigorous promotion of
afforestation ; better and cheaper facxlma for trans-
port and electric power.

There is no impossibility in making the countryside
prosperous, and giving the agricultural worker his fair
share of that prosperity, against a background of more
varied amenity and greater social equality than he has
ever yet known. But his prosperity depends on that
of the worker in the towns, who is the chief purchaser
of his produce.



CHAPTER XVII
WORKERS' CONTROL OF INDUSTRY

BoTH in the socialised sector of our economic life and
in the still unsocialised sector, the principle of workers’ v
control will seek its application. It will find it, I
believe, in many forms, and through a great variety
of industrial constitutions, not static and final, but
changing in response to practical experience and
growing working-class ambitions.”

A society, which fails to provide for industrial self-|,

overnment, lacks one of the essential elements of{ -

economic democracy. ** Nor can it be imagined,” said
Mr. Walter Citrine recently,? * that the worker will be
content to remain a mere hewer of wood and drawer
of water. The principal factor which has emerged in
Trade Union policy over the last twenty years is the
demand for some share by the workers in the control of
industry. Already in such matters as recruitment,
dismissals and working conditions the Unions are
exercising a considerable measure of control in in-
dividual firms. Furthermore, while they recognise
that technical, commercial and financial matters are
primarily questions of skilled management, they have
the feeling that, even in this realm, some measure of
consultation is imperative.”

In the non-socialised sector, these are questions
to be decided primarily between Trade Unions and

1]1n a broadcast talk on ** The Future of Trade Unionism *,

June 28, 1934.
161
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Employers’ Associations. Parliament might, indeed,
assist by requiring employers to constitute Works
Councils, with defined minimum functions, and by
enforcing greater publicity regarding costs and the
results of trading. But it is clear that, within the
framework of capitalist industry, workers' control,
though it can make substantial progress along the lines
indicated by Mr. Citrine, is subject to strict imits. In
socialised enterprises, on the other hand, these limits are
shifted outwards.
One of the strongest driving forces towards Socialism
is the conviction, widely held, that only in a Socialist
ssociety can labour cease to be_ a_mere commodity,
bought and sold in the market, hired and fired at the
will of the boss; that only in such a society can the
worker be fully endowed with human dignity and civic
status.

During the struggle to obtain increased power over
their workaday lives (says Mr. John Cliff) and to
secure a progressive increase in their standard of life,
the workers have learned many important lessons, the
most valuable of which is expressed in their demand for
the Socialisation of Industry. One of the main objects
underlying this demand is the abolition of servitude and
the securing of free and full citizenship in Industry.?

A practical issue, which in the last few years has
caused some division of opinion both in the political
and the industrial sections of the Labour Movement,
relates to the mode of selection of the Central Board
of a Public Corporation. Members of such Boards, it
is agreed, shall be appointed on grounds of ability and
willingness to perform the necessary duties. But who
shall be the judge of ability ? The responsible Minister

L The Workers’ Status in Industry, p. 5 (published by the
Labour Party and containing two statements, from some-
what different points of view, by Mr. John Cliff and Mr.
Herbert Morrison).
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alone, or the Minister in consultation with others, and
in particular with the Trade Unions having members
in the industry?

Mr. Herbert Morrison has been the principal advocate
of the former view, which has also been supported by
some Trade Union leaders. Others have supported
the latter view, and have emphasised the claim that
the Trade Unions in the industry should have a
statutory right to be consulted and to make nomina-
tions.?

In these discussions, as is natural, points of difference,
rather than points of agreement, have been stressed.
I doubt whether, when we reach the stage of action,
any important disagreement will remain. Mr. Morrison,
in my judgment, is right, when he argues that the
Board, responsible for the conduct of a socialised under-
taking, should not be composed of representatives of
sectional interests ; that such a composition would be
destructive of drive, efficiency and a unified outlook
on the problems of the enterprise ; that what is needed
is to pick the best men to do a big job well. Equally
he is right in saying that many of these men are to be
found in the ranks of the Trade Union, Co-operative
and Labour Movements, a rich source of administrative
ability, practical knowledge, sound judgment and con-
structive energy, hitherto almost untapped in the
making of similar appointments.* And he is right in

1 In addition to the pamphlet on The Workers’ Status in
.Industry, already mentioned, see the reports of the proceed-
ings at the Labour Party Conferences and the Trade Union
Congresses in 1932 and 1933, and Chapters VIII-XIII of
Mr. Morrison’s book, Socialisation and Transport.

8 That it remained almost untapped during the second
Labour Government helps to explain the atmosphere of the
present controversy. Neither Mr. MacDonald nor Lord Snow-
den, in particular, took trouble to become acquainted with
such men. They preferred, each in a different way, other
social types and other company. Lord Snowden reached his
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saying that such men should be appointed on their own
merits. On the other hand, I think that those are
right who hold that ‘* labour in the industry '’ should
not be regarded as a mere ‘' sectional interest *’, but,
rather, as an organic part of the industry, the founda-
tion on which” the whole productive structure rests.
That some of the appointments to the Board should
be made only after consultation with the Trade Unions
in the industry is, I think, a reasonable requirement.
But if, as Mr. Morrison fears, other interests, properly
called sectional, seek to make this a precedent for special
representation for themselves upon the Board, their
claims should be firmly resisted.

So much for the Central Board. Similar provisions
should apply to the appointments to Regional Boards,
or Boards dealing with particular branches of the
industry.

Wages and conditions of labour would be negotiated
between the Central Board and the representatives of
the Trade Unions, subject to such co-ordination as
might be necessary in the interest of the Government’s
Economic Plan as a whole.

There should, moreover, be regular consultation
between the Board and the Trade Unions in the
industry, and devolution of appropriate functions to
smaller local units, Works Councils, Pit Committees
and the like. Through these the individual worker,
manual and non-manual alike, could play his part in
industrial self-government and make a contribution, in
addition to that of his labour, to the efficiency and
smooth running of the industry, and to the convenience
and safety of those engaged in it.

climax of detachment from Labour opinion, in reappointing
to the Public Works Loans Board the aged and egregious
Lord Hunsdon who, in a well-remembered speech, had com-
pared British miners, on strike against wage reductions, with
Germans in war time, equally ‘‘ enemies of this country *,
who, he urged, should be starved into surrender.
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The degree of workers’ control, and the methods of
securing it, will vary from one industry to another,
and with the stage of socialisation reached, both in
the industry directly concerned and in the economic
life of the country as a whole. Neat and tidy schemes,
intended to be of universal and eternal application,
full of precise percentages and particulars, are the
creations of theorists, soon knocked out of shape in
practice.

Beyond this a wider question opens out, that of the
future place of Trade Unionism in a Socialist society.
In proportion as they gain a higher and more respon-
sible status, Trade Unions will assume new positive
functions. The negative function of defending the
interests of their members against exploitation will,
indeed, continue, though its performance, we may hope,
will become much easier. But, in addition, Trade
Unions will, I think, more and more become Profes-
sional Associations, concerned with maintaining a high
level of qualifications and of efficient public service
by their members, and with promoting research and
technical training, for which, with the Governing Board
of the industry and with other appropriate bodies,
scientific and educational, they should share respon-
sibility.

Allskilled occupationsshould increasingly become pro-
fessions and, with the progress of science and education,
all occupations should increasingly become skilled.
And the skilled manual worker should take his place
in the new society, side by side with doctors and
dentists, architects and accountants, scientists, teachers
and lawyers, as a public servant and a professional
man.}

Some fear that workers’ control will tend to streng-

9.

then techmcal conservatism in industry, and that new v

3 Mr. Tawncy in The Acquisitive Society, Chapter VI, has
& good discussion of this prospective development.
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and better methods of production will be discouraged.
Greater efficiency by way of labour saving, in particular,
will, it is said, be resisted. This fear can only be
removed, if industry is so organised as to make suitable
provisicn for men displaced, to control recruitment,
to adjust the age of entry and retirement, and to ensure
that increased productivity, due to new inventions,
results, not in more unemployment or in higher
dividends to shareholders, but in more leisure and a
I rising standard of life. And industry, to be so organ-

| ised, must first become a public service. Nor can any
single industry deal with these problems wnaided. To
solve them we require not only socialisation by com-
partments, but a General Plan the main lines of which
I shall attempt to sketch in later Chapters.



CHAPTER XVIII
TERMS OF TRANSFER

THE question of the terms of transfer of property fro
private to public ownership is not new. But it was
reconsidered at the Southport Conference in 1934, when
a report entitled Public Ownership and Compensation,
presented by the National Executive, was accepted by
an overwhelming majority.? It had also been approved
by the General Council of the Trade Union Congress,
with whose Economic Committee it had been discussed
by representatives of the National Executive.

The argument of the report, now the accepted policy
;)f the Labour Party, may be briefly summarised as

llows.

Property rights are derived from the State and based\
on the lTaw, which may at any time be changed. The
community is fully entitled to demand the surrender
to itself, in the public interest, of any ?art of the
property rights of any of its members.” Taxation,
whether assessed on income or capital or local rateable
value, is a constant illustration of this principle.

When, therefore, the community decides to perform
an act of socialisation and to transfer to itself any
part of the capital wealth of the country, it has the
right to require individuals to surrender some part of ™
the privileges which the State has hitherto accorded
to them. But the choice of method is fundamentally

1 See pp. 247-50 of the Report of the Southport Conference
for the text of the Report, and pp. 1919 for the debate.

P.S. ] 167 M
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important, in order that the transition to Socialism
may be effected as smoothly, eﬂic1ently and rapidly as
possible. For this purpose it is essential that, as
between individuals, the State shall act in a way which
appears to the ordinary man and woman reasonable
and just. This is the argument which turns the scale
aga_unst _proposals for confiscation, either complete or
partial, of private property rights in any particular
undertaking which is to be socialised.

To such confiscation, large numbers of people, and
not only those directly affected, would take violent
objection. A state of mind would be created among
property-holders, both large and small, which would
prevent the Government from raising loans, either for
ordinary Government finance or for national develop-
ment and employment.? The conduct of all industry
and trade still left in private hands would be seriously
disturbed, additional unemployment created, and all
new development checked. Further, the confiscation
of property belonging to foreigners might cause grave
international trouble, might result in the economic
boycott of this country by foreign States, and might
even lead to war.

These are major objections, all severely practical.
But there are others. "The method of confiscation
'|both discriminates unfairly between individuals, and
unfairly fails to discriminate, where it would be right
to doso. As between two individuals of equal wealth,
one holding property in an undertaking selected for
socialisation, the other holding property elsewhere,
confiscation discriminates unfzurly The latter’s pro-

1T argue at some length in Chapter XXV that only by a
vigorous policy of national development, which must for
practical reasons be mainly financed by loans at the outset,
can a Labour Government hope to make a large and rapid
impression upon unemployment, and to create favourable
conditions for the successful start of newly socialised under-
takings.
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perty is untouched, the former's is confiscated, in
whole or in part. The ordinary person will see in this
something flagrantly unjust. Nor can any good
reasons be advanced for favouring an investor in a
boot factory, a rubber plantation, a diamond mine or
a night club—none of which are likely to be early
objects of socialisation and some of which represent
investments outside the country,—as against the in-
vestor in a railway or a colliery company.!

Again, as between two individuals of unequal wealth,
where there should be discrimination in favour of thes
poorer, the method of confiscation fails to make it.
All railway shareholders, for example, would suffer
confiscation equally, including railway workers, many
of whom have, in fact, put their savings into the enter-
prises in which they work, “ widows and orphans”’,
Trade Unions and Friendly Societies. All these would
suffer, equally with the large private shareholder.?

These are some, though not all,® of the grave dis-
advantages of the method of confiscation. It might
be necessary to face them, if socialisation by any other
method were impossible. But it is not. There is an
alternative method, which starts with the payment of
compensation _on fair and equitable terms,—the pay-

1 As Major Attlee, reported in the Daily Herald of May 28,
1934, truly said in a speech at Birmingham : * by confisca-
tion you do an injustice to the holders of the particular class
of property that you want to nationalise. We bave to carry
the mass of the people with us, and the people are very sensi-
tive to any actual injustice *’,

8 There are no fewer than 820,000 shareholders in the rail-
ways, a high percentage of whom may be classed as * small
investors . Even in the Bank of England there are more
than 14,000 stockholders, more than half of whom own less
than f500 of stock.

® Those who both proclaim their fear of the growth of
Fascism in this country and advocate Socialism with con-
fiscation as a means of preventing such growth, lack all sense
of reality,



170 SOCIALISATION

ment, in other words, of a reasonable price, but neither
more nor less than this, for property which is socialised.

The compensation to be paid [the report proceeds]
must depend on the general circumstances prevailing at
the time of socialisation. The basis of compensation
might well be the reasonable net maintainable revenue
of the undertaking concerned, having regard also to
any financial benefit already conferred upon it by tariffs
or any other form of Government assistance. . . . The
basis of compensation having been arrived at, the former
owners will be paid not in cash, but in bonds or other
form of scrip on which they will be entltled to receive
interest. But this interest will not go on in perpetunty,
s0_as to create a _permanent rentier class claiming for
éver from the community a tribute of a Targe share of
the productive effort of the people. In some cases com-
pensation may be paid in the form of terminable annui-
ties. In others suitable arrangements will be made for
“amortisation, so that the financial liability may be can-
celled after a term of years. The State will be able to
assist in extinguishing this liability by applying part of
the proceeds of the death duties, or other taxation on
capital, to this purpose. Such taxation will be graduated
according to the total amount of capital held by indi-
viduals, and not according to the form in which it is
held. It should be understood that the bonds or scrip
would not give voting power or any form of control over
the socialised undertaking; nor would they confer on
the owners any power to exercise any right of fore-
closure.?

And thus

a newly socialised industry will immediately secure the
benefit of the improved credit due to its status as a
public undertaking and this will result in reducing over-

1 The phrase “ reasonable net maintainable revenue ” is
further explained on p. 250 of the Report of the Southport
Conference and on p. 15 of the Labour Party’s Report on
the National Planning of Transport.
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head charges. As time goes on and the industry grows
and the process of amortisation described above takes
effect, the financial position will be further improved.
When the extinction of all outstanding scrip is finally
completed, the whole proceeds of the industry will
become available to be used as may be considered best,
in improving the conditions of the workers, in giving
better service to the public, and in building up publicly-
owned reserves for the development of the industry and
of the economic life of the nation as a whole.

Having thus summarised the policy of the Labour
Party, I proceed to add some comments of my own.
This policy will reduce to a minimum the chance of
serious political and economic “ sabotage *’, and will
raise to a maximum the opportunity of quickly stimu-*
lating employment in the non-socialised, as well as in
the socialised, sector. These are two very weighty
considerations. Neither the idea nor the practice of
compensation is new. Public Authorities in this
country have always paid for private property acquiced
for public use, and the Labour Party, in resolutions
passed at its Annual Conferences from time to time,
has accepted the necessity for such payments. * Social-
isation is not a glorified snatch-and-grab raid, first onL_'
this industry and then on that. It is an orderly
process of rebuilding our economic life.*

The practice of confiscation, unfortunately, is also
not new. It has often been practised by_property
owners against the community. Public Authorities
have“often paid far too much for private property
acquired, especially for land.

We must stop such confiscation by private interests
and see that future terms of transfer are " fair and|
equitable *’, not only to the previous owners but to
thé community.

The terms of transfer, or methods of compensation,
may be of several alternative types. It would be a
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mistake to select at this stage any one of these as
always preferable to the others. The Labour Party's
policy is wise in leaving the choice open, to be deter-
mined, when the time for action comes, in the light
both of the general circumstances of that time and of
the particular circumstances of the various under-
takings to be socialised.

The terms of transfer, in particular cases, may take
some time to work out in detail. They may be the
subject of negotiation with the interested parties, or
of examination before some form of Arbitration
Tribunal. Such a Tribunal should be composed of
persons of appropriate experience, e.g. in accountancy,
acting within general instructions given by Parliament.
As socialisation proceeds, precedents will be established
and the work of such a Tribunal will be accelerated
and simplified.

We should not grudge time spent in getting a good
sgttlement, fair both to the community and to the
various groups directly affected, including the workers
in the socialised industry, whose prospects of improved
conditions of employment will be compromised, if
compensation is excessive.

But we should grudge time spent in delaying the
essential act of socialisation, and the reorganisation to
which this act should be the prelude. When, there-
fore, it is decided to socialise any particular under-
taking, the effective transfer of authority should be
made as soon as possible, even though the financial
terms of transfer may not have been settled in detail.
Pending such settlement, the property owners affected
should continue to receive the same income as before,
measured by their average receipts over a preceding
period of years.

Payment of compensation may take four forms, or
any combination of these four. First, a lump sum
down; second, a lump sum deferred ; third, a termin-
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able annuity, with no repayment of principal at the
end of the term ; fourth, a perpetual annuity, or, what
amounts to the same thing, an annual payment for a
term of years, plus repayment of principal at the end.

The first method is only of limited application. But
it might be applied, for the benefit of small property
owners only, in cases where other methods were
adopted for the rest ; also in suitable cases for clearing
off comparatively small blocks of equity shares.

The second method relieves the socialised industry
of all burden of compensation for a term of years. A
deferred lump sum payment, due to be made at some
future date, has of course a present capital value, and
the prospective recipient could sell it, if he wanted
ready cash, or a present lump sum to invest. But
the deferred lump sum would naturally be larger, by
the amount of compound interest during the period
of deferment, than the lump sum down. This amount
measures the cost of deferment, that is to say, of
throwing forward the burden of compensation td a
future date. This method has received less attention
than, in my opinion, it deserves. It might be used
occasionally.! The lump sum might, in suitable cases,
be made payable on the death of the private owner,
and set off against his death duty liability. This would
mean the shouldering by the State of the compensation
charge, and a loss, in the future, of some death duty
revenue. But this loss could be recovered by raising
the rates of duty when the lean years came.

The third method, that of terminable annuities, is
superficially attractive. But, if partial confiscation is
to be avoided, the annual payment, under this method,
will be larger than the annual payment under the
fourth method, that of a perpetual or redeemable
annuity, since it will include a * redemption factor *’,or

1 e.g. when land is acquired for National Parks. See Chap-
ter XXVII.
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element of sinking fund. This method, therefore, is

less elastic than the fourth method, and imposes a
heavier burden on the undertaking in the early years
of socialisation, which may be very inexpedient. I
incline to the view that it will be better to introduce
terminable annuities by another route, through a
development of the death duties.! It isof fundamental
importance, for a Socialist aiming at greater social
equality, that there should be no eternity of tribute to
rentiers, either in respect of compensation arrangements
or of private property generally. And a reformed system
of death duties is the best means of preventing this,

The fourth method is the traditional method, which
has generally been adopted hitherto. But there should
be power to redeem the principal or any part of it—
to be determined, if necessary, by drawing bonds by
lot—at any time, on short notice, so that the socialised
enterprise may be able to take full advantage of any
conditions favourable to redemption, e.g. any surplus
available for this purpose, or any fall in the rate
of interest, permitting of a favourable conversion, and
bond-holders be prevented from pocketing an unearned
capital appreciation.

*The further question arises, whether the socialised
enterprise shall meet the cost of its own compensation
charges, or whether the State shall shoulder these, in
whole or in part. I believe that the answer to this
question also will vary according to the general cir-
cumstances of the future, and the particular circum-
stances of different enterprises” We should not, at
this stage, lay down any rigid rule. Nor need there
be uniformity of practice. In some cases, the State
might properly guarantee the prescribed payments,
though the socialised enterprise would be expected to
make them from its own revenue. But, with this
added security, the payments would be smaller and

1 See Chapter XXXIIL
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the socialised enterprise would benefit by the saving.
Such guarantees, however, if put behind too large an
aggregate of payments, would lose their potency, lower
the national credit and handicap national finance
generally.

It has been suggested that the whole of the com-
pensation charges should be met by the State from
the national budget. In the early stages of socialisa-
tion, I believe that this arrangement would be both
unwise and impracticable. It would swamp the
budget by heavy new charges which would necessitate
increases in taxation, probably so large as to be im-
practicable at the outset. It would have a fatal
tendency to slow down the pace of socialisation by
entangling it with other budget questions. We should
have to choose, for instance, between more socialisation
and better social services. And it would be inequitable
as between different socialised industries which would
be relieved in proportion to their compensation charges,
or, roughly speaking, in proportion to the capital taken
over. The railways, for example, would secure a much
greater relief than the coal mines.

This simple formula, therefore, should be rejected,
at any rate until socialisation has been accomplished
over a wide field and Socialist economic planning has
become a working reality. At that stage, we should
be free to reconsider the question.

But, within narrower limits, the State may, I think,
make some contribution at an earlier stage. It is con-
templated, in the Report setting out the Labour
Party’s policy, that the State might devote part of
the proceeds of the death duties, or other taxes on
capital, to reducing the capital liability of socialised
undertakings. Part of the death duties might be pay-
able in the bonds issued by these undertakings, to be
cancelled on receipt by the Treasury, or to be replaced
by bonds bearing a lower rate of interest, payable to
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the Treasury. This would only be an extension of
the present practice, whereby death duties may be
paid by handing over certain Government securities.
Again, in regard to mining royalties, compensation
for which has been resisted, on principle, by the Miners'’
Federation, any payment, which it might be found
expedient to make to the royalty owners, might be
made a national charge, to be extinguished within a
short term of years, not by the mining industry, but
by a special addition to the taxation of the rich.
The equivalent of the present royalty payments could
thus be released for the benefit of the mining com-
munity, for the provision of retiring pensions and for
the welfare of the mine workers.?

In so far as graduated taxation is applied to the
wiping out of compensation charges, it can be claimed
that, without the inequity inherent in confiscation, the
capitalists are compensating one another, and the big
capitalists are compensating the small ones, just as
under the present licensing law the brewers, by a levy
to which they all contribute, compensate one another
for the suppression of redundant licences.

The socialisation of this or that industry or service
will not, immediately and of itself, do very much for
greater economic equality. Let us be blunt about this.

1 Mining royalties stand, for more than one reason, in a
special position among private property rights. They have
been subject since 1909 to a special national tax of a shilling
in the pound and since 1926 to a further levy of a shilling
in the pound for pit-head baths. In view of the past history
and present condition of the mining industry, there is, in my
opinion, a strong case for a substantial increase in these
levies before any question of assessing compensation on the
net income from royalties is considered. The Annual Con-
ference of the Labour Party in 1927 adopted a scheme for
miners’ pensions, to be financed in part by a levy on royalties.
This was a commitment which the second Labour Govern-
ment, to the deep regret of many of us and in spite of our
private protests, failed to honour.
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But it will prepare the way for, and make easier, other
action in this direction. By putting an end to un-
limited profits and to many forms of financial mani-
pulation, it will close some of the avenues, some of
them very shady avenues, which lead towards great
fortunes, It will divert future surpluses and windfall
increments to social purposes, and it will facilitate a
taxation programme designed to reduce great in-
equalities.

The Labour Party’s proposals, on compensation as
on other questions, will no doubt be misrepresented.
Attempts will be made to frighten the electors, particu-
larly those who are small property owners.! The
Runciman shock to confidence trick will be played
again. Some of our opponents are very frank. “ Fear
is our trump card,’”” wrote a budding Conservative
politician, the son of Lord Hailsham, a little while
ago, in one of those gentlemanly monthly magazines,
which are read in the clubs of Pall Mall. But, if the
Labour Party before the next election does its educa-
tional work well, hope based on truth will be a higher
trump than fear based on a lie.

1 On October 8, 1934, the day following the debate and
decision on this question at the Southport Conference, the
News Chronicle carried a truthful headline, Labowy Resjects
Confiscation, the Daily Express a lying headline, Labowr Will
Confiscate. This is a foretaste of what the electors will hear
from our less scrupulous opponents.
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CHAPTER XIX
THE FAILURE OF THE FINANCIERS

BrITIsH public opinion, increasingly impatient at the
long continuance'of our present disorders, more and
more fixes its critical gaze upon finance. Our financial
institutions, the men in charge of them, and their”
present policies, all stand to-day on the defensive.
Their critics include, not only Socialists, but large
sections of less advanced opinion. They include, in
particular, a growing number of the younger and more
open-eyed men with practical knowledge of finance,
both in the City of London and in the provinces. Old-
fashioned prejudice against Socialist ideas is rapidly
weakening, and bold proposals, when presented per-
suasively and in a practical form, find a welcome in
many unexpected quarters.

Of course there will be opposition to your proposals
[wrote a well-informed friend of mine the other day],
but its real strength has been undermined by recent
events. Quite apart from the complete crash of the
banking systems in Germany and the U.S.A.—bankers
have lost all their authority in those countries—there
has been unceasing criticism here. Montagu Norman
has a very bad press in the City. And what is the
influence to-day of the Rothschilds, Schroeders, Klein-
worts, compared with what it was? After all the
shocks we have had since September, 1931, there
is nothing left sacred in the City. ... Business

18x
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men to-day are prepared to go in for great experi-

ments.?

British Socialists, until lately, were inclined to under-

vestimate the importance of finance, as compared with
industry. Now there is, perhaps, a danger of over-
emphasis in the opposite direction. But the economic
disasters of the post-war years are mainly due to
financial causes and financial mismanagement. There
has been no failure in productivity. On the contrary,
there have been unprecedented gluts of many commo-
dities, and a steadily growing power, through scientific
’progress, to create abundance. But there has been
gross failure in the financing of production, exchange
iand distribution.

The world-wide crash in the price level since 1929,
with all its disastrous consequences, is a financiers’
achjevement ; the continuous deflation of currency and
“credit in this country from 1920 onwards was a long
series of financiers’ decisions, taken without public
advertisement, or public discussion, or Parliamentary
sanction, and imposed upon British industry and
agriculture, either unawares or against their will.

! How far even hard-bitten Tories bave moved, is shown
by the terms of the following motion, which was placed on
the Order Paper of the House of Commons by Sir Robert
Horne and a number of bis political associates in March, 1933.
‘“ That, in the opinion of tbis House, there is urgent need
for a comprehensive plan providing for the organisation of
national industries under the advice of industrial councils,
the co-ordination of financial, industrial, and political policy,
through the assistance of a representative investment and
development Board, and the raising of prices to an economic
level by methods which would include (a) controlled monetary
policy, (b) the direction of new capital into the channels
which would produce a better equilibrium in production, and
() the provision of credit facilities for desirable developments
for which the necessary capital cannot be readily obtained
under the existing methods of banking and issuing houses.”
Some of these ideas bear a faint resemblance to the proposals
of the Labour Party.
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British policy on reparations in the early post-war
period, including the fantastic over-estimate of German
capacity to pay, was based on bad advice, given by
Lord Cunliffe, Mr. Montagu Norman'’s predecessor as
Governor of the Bank of England ; our return to the
gold standard at the pre-war parity in 1925 was based|
on the bad advice of Mr. Norman himself ; the British
financial crisis of 1931 followed close on the heels of
the German financial crisis, which revealed that a
number of leading London Acceptance Houses, acting
without consultation, either with one another or with
the Bank of England, had seriously overlent to Ger-
many, and thus endangered both their own solvency
and that of a wide circle of persons and institutions,
who were dependent upon them.! They had borrowed
large sums on short term at low rates of interest from
France and other foreign countries, and had lent large
sums on short term at high rates of interest to Germany.
There was no social justification for these operations.
They were neither safety first, nor Britain first, nor
constructive internationalism. They were mere s
ulative profit seeking of the crudest and most risky kind.

Moreover, the political events of 1931 have left a
deep mark on our memories. According to the testi-
mony of Mr. Ramsay MacDonald, it was bankers,”
British and foreign, who dictated the financial decisions
of the British Government, making their credits con-

} Mr. Norman, in one of his rare public speeches, stated at
a bankers’ dinner in the City of London on October 20, 1932,
that foreign concerns * have been able to borrow on short
credit sums which, bad the various lenders been aware of it,
would have been quite out of the question and which have
come as a surprise to all of us”. He appealed for closer
co-operation among the Acceptance Houses, but added ‘* these
are matters which do not concern me very directly . Yet
the big Acceptance Houses dominate the Directorate of the
Bank of England and would undoubtedly expect the Bank,
and in the last resort the Government, to come to their assist-
ance, if they were in acute danger of failure.

P, N
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ditional on the adoption of specific detailed economies,
including, in particular, a cut in the rates of unemploy-
ment benefit.r It waswidely felt, not alone in Labour
Party circles, that such pressure, exercised upon the
Government by powerful private interests, was an
abuse and a provocation.

It is only fair to add that Mr. MacDonald’s evidence
on this subject is somewhat confused, and lacks corro-
boration. Ithasbeen denied that the foreign bankers,
either American or French, imposed any such condi-
tions as Mr. MacDonald alleged. It has been suggested
by some that he honestly misunderstood them, and by
others that the British bankers misled him as to the
attitude of their foreign colleagues.®

1 Asked in Parliament whether he would restore these cuts,
he replied “ No. That was a condition of the borrowing."”

* There is a striking passage in Mr. MacDonald’s book,
Socialism Critical and Constructive (on p. 196 in the edition
of 1924, published after the author had been Prime Minister
and Foreign Secretary for nine months), which sounded in
the ears of some of us in the late summer of 1931 like an
ancient prophecy spoken by a Socialist voice from the grave,
or from the prison house guarded by his Conservative col-
leagues in the newly formed ‘‘ National "’ Government. ‘‘ One
can stand ”’, he wrote, * at a point in the City of London and
be within a stone’s throw of a handful of banks and financial
agencies, which by an agreement come to quite legally though
perhaps in defiance of a law or Government decree, would
influence materially in a very short time the business opera-
tions of the country. Nor is the growing importance of
American finance in international trade an assuring event.
. . . Communities must protect themselves against an im-
perious international financial trust. . . . This country will
have to watch not only Lombard Street, but Wall Street. 1f
international finance is to combine, the slavery of labour is
inevitable, and the politics of the world will become the will
of finance. Finance can command the sluices of every stream
that runs to turn the wheels of industry, and can put fetters
upon the feet of every Government in existence. . . . No
community can be free until it controls its financial organi-
sation.”
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Since then, private bankers in Germany have
suffered eclipse, the State having taken over all their
concerns, some of which were in a bankrupt condition,
while in the United States there have been even more
spectacular banking failures, a sensational Senate
inquiry into banking practice, and threats of Presi-
dential intervention to control the whole American
banking system.

Add to all this the fact that an unusually large
number of financial scandals, both large and small, has
come to light in recent years,? and it is easy to under-
stand why British opinion has moved far from its old
moorings, and lost its old blind trust in the high priests
of finance. "

The general principles of Socialist reconstruction in f
finance are simple. We must socialise the leading
financial institutions, enforce a proper measure of
social control upon financial policy, and infuse a social
purpose, as distinct from a profit-seeking purpose, into
financial Operations. We must take steps to prevent
the continuous increase in productive power, which
could transform poverty into plenty, from being frus-
trated by financial hindrances and restrictions, and
from being subjected to intermittent booms, slumps
and crises. And we must, as an important incident
in our general policy, end the private monopoly of
financial power now exercised by a mere handful of
individuals. For such a concentration of private
power in few hands, as Mr. MacDonald has so elo-
quently pointed out, is a danger to the State and to
democracy.

These principles are simple, but their practical
application needs careful study. I shall make a series
of practical proposals later, but shall begin with a
preliminary study of the defects to be remedied.

1 For a study of some of these, see Mr. Thomas Johnston’s
recent book, The Financiers and the Nation (Methuen, 1934).
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I shall concentrate on British conditions, and on
three principal criticisms ; first, the irresponsibility of
financiers ; second, the lack of social purpose in the
use of financial resources; and third, the inefficiency
of the financial machine,

The irresponsibility of financiers, both to public
authority and to public opinion, is more extreme in
Britain than in any other country. With us, Govern-
ment control over the banks is at a minimum. Parlia-
mentary discussion of the policy of the Bank of England
is practically impossible, and no Parliamentary ques-
tions can be put to Ministers regarding the banking
policy of the country. One of the catchwords used
by defenders of the present system is that there should
be * no politics ”’ in banking. But this is an impossi-
bility. For the banks and other financial institutions
pursue policies of their own, and their acts and decisions
profoundly influence, for good or ill, our economic life
—often, as recent experience shows, forill. The choice
before us is not between politics and no politics, but
between public politics and private politics. To claim
that the banks should be ‘ free from political in-
fluence "’ is to claim that they should be free to do as
they please, regardless of public opinion, or of the
wider public interests.

Mr. Montagu Norman has come to personify, in our
day, this system of irresponsibility. He has been
Governor of the Bank of England since 1920. He has
exercised immense authority over successive Prime
Ministers and Chancellors of the Exchequer, as well
as in the City and in the circles of international finance.}

1 Mr. Paul Einzig has written a very interesting book,
Montagu Norman: A Study in Financial Slatesmanship
(Kegan Paul, 1932), which should be read by every serious
student of British finance. I reviewed this book in the New
Statesman of November 26, 1932, and have made use in what
follows of certain passages from that review.
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It has been truly said that there must be something
remarkable in a man who can make three successive
Chancellors, so different from one another as Winston

-Churchill, Philip Snowden and Neville Chamberlain,
all eat out of his hand. That he should give advice
to Ministers is right and proper; that they should
generally follow it is their responsibility and his success.
What is wrong and improper is that they should be
unable, as the law now stands, to give him in return,
not advice, but general directions; that no effective
pressure of public opinion should operate upon him ;
that he should be free to use the immense financial
power which he controls for purposes of private politics.
That Mr. Norman has so used this power is one of the
grounds of his biographer’s admiration. * Although
Mr. Norman has never been a politician,”’ he writes,
* he has been the greatest statesman in Great Britain

" since the war.”” He has often shown his disregard of
Government. Thus, when he supported the creation
of the Bank for International Settlements, it seems
probable that what he had in mind was an alliance
between Central Banks which could and should, if
necessary, defy Government interference”’, But he
soon discovered, to his great regret, that * the number
of countries in which the Central Bank enjoys indepen-
dence in law and in fact similar to that of the Bank of
England is very small. In most countries Central
Banks are in practice little more than Government
Departments’’. In July, 1932, he emphasised his
independence by signing a manifesto issued by the
Board of Directors of the Bank for International Settle-
ments in favour of a restoration of the gold standard
by countries which had suspended it, in spite of the
fact that the British Government had recently an-
nounced that it had no immediate intention of returning
tcéngold. A diplomatic blunder,” his biographer
admits,
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Until this country abandoned gold in 1931, Mr.
Norman was consistently anti-French and, even in his
biographer’s friendly record, it is clear that he badly
mismanaged his personal relations with French bankers.
But his love for the gold standard was ultimately
stronger than his dislike of France. And in 1933 we
find him, contrary to the wishes of the British and
Dominion Governments, and of the great majority of
British opinion, trying to tie the pound to the French
franc and to line up this country with the ** Gold
Group ", led by France, at the World Economic Con-
ference.

But what his biographer finds most admirable in
Mr. Norman is that, ever since he became Governor,
he has “ firmly * pursued a foreign policy of his own,
which has been ““in sharp contrast to the series of
feeble compromises that has characterised the official
British foreign policy”. 1 became dimly aware of
such a dyarchy while I was serving in the (official)
British Foreign Office. But Mr. Einzig has made it
all much plainer to me. He explains that

Mr. Norman’s attitude towards the external policy of
the country has been in perfect harmony with the
traditional British constructive spirit. . . . He pur-
sued the traditional balance of power policy, but with
economic and financial means. . . . Unless Germany
is economically strong and prosperous, it is impossible
to balance the one-sided political strength of France on
the Continent. In the olden days the British statesmen
supported the second strongest continental power by
arranging secret or open alliances, and by granting
subsidies or loans to the weaker countries for the pur-
pose of increasing their military strength in order to
counterbalance the strength of the larger powers.
Though times and methods had changed, Mr. Norman
believed in continuity.
The (official) British foreign policy, under Mr. Hen-
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derson, was to seek to co-operate with all nations, and
to seek to bring them to co-operate with one another,
to favour none and to estrange none, to stand clear of
all cliques, to work through the League. He had as
firmly discarded the balance of power theory, with all
its implications, as Mr. Norman had adhered to it. If
Mr. Norman has in truth had any part in strengthening
Germany, relatively to France, it is at least doubtful,
in the present state of Europe, whether he has deserved
well of his country or of Peace.! Mr. Norman's ** foreign
policy ” rests on a series of well documented events.
One, in particular, sticks in my memory, the Bank of
England’s loan to Austria at the time of the Credit
Anstalt failure in May, 1931. This loan was made
recklessly, without conditions, and without proper con-
sultation. It was made at a critical moment in diplo-
matic negotiations, in which it had the effect of weaken-
ing the influence of the British Foreign Secretary.
And two years later, when it seemed likely to become
a bad debt, Mr. Norman persuaded the British Govern-
ment to transfer the liability from his bank to the
British taxpayer. A modern version of taxation
without representation !

No foreign countries [chirrups Mr. Einzig] have pro-
duced a Central Bank Governor who has exerted a de-
cisive influence upon their foreign policy. The Gover-
nor of the Bank of France is practically a Government
official ; as a rule he is promoted to that position from
the civil service. Even if technically he is independent,
he continues to act as a subordinate to the Minister of
Finance.

There is an unanswerable case for the assimilation, in
this respect, of British to French practice. Mr.

3 Mr. Norman is reputed to cherish, not merely pro-German,
but pro-Nazi sympathies, and to allow these to influence his
policy.
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Norman is an outstanding personality, occupying an
outstanding post. Therefore he reflects political irre-
sponsibility with a bright light. But more dimly, in
proportion to their lesser opportunities and personal
gifts, other private bankers and financiers reflect it too.
It is an essential quality of our present financial order.

I turn to the second point in the indictment, the
lack of social purpose in the use of financial resources.
This is a fundamental Socialist criticism of capitalist
institutions generally. But it has special weight in
relation to finance, of which the function is to distribute
limited resources between alternative uses of widely
differing social value. To grant credits for mere
speculation, whether in produce, or real property, or
stocks and shares, may be consistent with *‘ sound *’
profit-making banking. But it is not consistent with
the best social use of limited financial means. Similarly
with credits for trade and industry. There is, in cur-
rent capitalist financial practice, no discrimination
according to social utility, no semblance of a scheme
of priorities within a national plan. Was it not Mr.

JKeynes who said that talking to a twentieth century
banker about the social good was like talking to a
nineteenth century bishop about the origin of species ?

Even if the financial system were highly efficient
for its own purposes, it would still be necessary to
modify these purposes, and to substitute social advan-
tage, efficiently pursued, for private profit, as its goal.
But the British financial system is far from being highly
efficient. And this is the third point in the indictment.
I shall summarise rapidly here some of the main sources
of inefficiency, and shall refer to them again later in
greater detail.

Our network of financial institutions, a large part
of which is concentrated in the City of London, is a
historical growth. British finance is not a planned
system, and if it were now to be intelligently planned
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afresh from the beginning, it would bear little re-
semblance to its present form. It is full of unneces-
sary complication. It is incoherent, without proper
contact between some of its essential parts, for example
between the Bank of England and the Joint Stock
Banks. It is lopsided, providing better facilities for
the investment of capital abroad than at home, and
very poor facilities for certain classes of home invest-
ment, for example in small businesses. As an agency
for the supply of new capital on long term, it is waste-
ful and needlessly expensive. For the supply of short
term credit at home, it is passive and unenterprising,
though it lent recklessly to Germany. For credits of
intermediate length it makes hardly any provision.
It permits many opportunities of swindling, both
inside and outside the law. It is honeycombed with
nepotism, and with patronage based on family and
business connections. There are too many soft jobs
for influential people, too many multiple directorships,
carrying fat fees without real functions, too many
* guinea-pigs *’, paid simply to “ give their names "
and so to attract custom. The City is unrationalised
to an astonishing degree. If rationalisation is neces-
sary in British industry, it is no less necessary in
British finance.



CHAPTER XX
MONETARY POLICY

SocIALIST policy in finance divides into two branches,
monetary policy and the reform of financial in-
stitutions.?

Monetary policy, when unimportant side issues are
stripped away, reduces itself to a simple problem of
Planning and social control. On what principle shall
we regulate the value of British money? There are,
indeed, two questions to be answered here, and not
one only, for the value of British money has two
separate aspects, its value in terms of goods and ser-
vices in Britain, and its value in terms of foreign
money. In other words, we have to consider both the
problem of the British price level and the problem of
the rates of foreign exchange. Many high authorities
have held that the best principle is a passive one.
We should allow ourselves to be led about, hither and
thither, on a golden chain, like a dog obedient to a
master whose whims are beyond his ken.

The gold standard was always, on merits, a second-
rate expedient. In the minds of many who supported
it, it had the strength, not of an intellectual convic-

10n Public Finance which is a separate, though related,
subject, dealing with public revenue, public expenditure and
public debts I shall have something to say in Chapter XXXI.
I have drawn freely in this and the next three chapters on
two Labour Party Reports, namely Currency, Banking and
Finance, published in 1932, and Socialism and the Condition
of the People, published in 1933.
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tion, but of an inherited superstition. It gave us,
indeed, a large measure of stability in rates of foreign
exchange with such other countries as were also on
the gold, or gold exchange, standard. But even for
this advantage we had to pay a high price. For we
were compelled to restrict credit and force prices down,
whenever our supplies of gold were seriously shrinking
under the pressure of foreigners’ demand. We were
permitted, on the other hand, to expand credit and let
prices rise, when gold was flowing into this country
from abroad. But there was no reason why these
variations in credit and prices in this country, imposed'}.
by external forces, should coincide with the require-
ments of our domestic situation. Often we were
compelled to starve industry, just when it needed
credit, or to gorge it, when it was already suffi-
ciently fed.
Stability of internal prices, or even any control over
- our own price level, the gold standard never gave us.
During most of the nineteenth century and the first
fourteen years of the twentieth, and again during the
short post-war period from 1925 to 1931, when we
were again on the gold standard, the world price level
to which the British price level was tethered by the
golden chain, heaved up and down. Its movements
were determined, principally, by variations in the
world’s gold supply, and the credit based upon it,
relatively to variations in the production of com-
modities. It is very hard to defend, on rational
grounds, this dictatorship of gold over human destiny.
Particularly Rard, when this dictatorship imposes, not
on one country only, but on the whole gold standard
world, a falling price level, with restricted credit,
restricted production and mounting unemployment.
It was in such a period of distress, when man seemed
to be cheated of his heritage, that the American
orator, Bryan, spoke the famous words, ** Thou shalt
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not press down upen the brow of labour this crown
of thorns; theu shalt ot crucify marnkind cpen a
cross of god.”
‘, With every major world cnisis, the ng standard
‘breaks down. Bntin kad to suspend it during the
Napoleonic Wars, dunnb the Gntat War and amin
during the Great Slump. It has been remarked that
our elderly hunkers may find it difcult to appreciate
thit a pew generation is growing tp, which Fas Ead
more e.\perience of what 1t feels Lke to be " o the
goid standand than " on ", and has been, oa the whole,
and apart from the horrors of war, happier of than on.
itain kissed gold good-bye, to the horror of our
barkers, in Septemixr, 1931, and many other countres,
including, afier an interval of eighreen months, the
United States, have followed cur example. 1 hepeit
is good-bye for ever.

“The practxc;ﬂ alternative to the gold standand is a
commadity standard. We should take, as our measufe
*¢f value, pot cne single metal, bat a group of com-
madities of pamary importance in trade and coa-
sumpt;on. An aver:ise or index number, of the pt*&s
of these commolities, weighted according to therr
relative importance, should be constructed, and we
should use tlus index number as the basis of moneury
regulation. The simplest, and probably the best,
pou\v 15 to aim at keeping this index number stable or,
in other words, at maintaining a steady pmusmg
power for the pound sterling, in terms of this group
of important commaodities.

The Labour Party declared in favour of this policy,
not for the first time, in 132 at its Annual Conference,
which expressed the opinion that,

in view of the breakdown of the goid standard. the aim

of British monetary policy should be to stabiise whole-

sale prives at a suitable level in this country, to seek
by mrematiocal agreemect the largest practaabie mea-
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sure of stability in the rates of exchange, and to safe-
guard the workers against such exploitation as has been
inflicted upon them in recent years by speculators and
manipulators.?

Wholesale, rather than retail, prices are taken as 1
the basis of stabilisation for two reasons. First,
because it is easier to construct a simple and reliable
index number for wholesale than for retail prices, and,
second, because such an index number, covering the
principal commodities which enter into international
trade, is better adapted to international arrangements
for stabilising rates of foreign exchange. But, if the
level of wholesale prices is kept steady, any large
fluctuation in the level of retail prices will be prevented,
and the way will be left open for appropriate measures
to be taken for the prevention of profiteering by middle-
men, for the better organisation of retail trade, and
for narrowing the present gap, which is in many cases
much wider than it need be, between wholesale and
retail prices. It was pointed out in the Labour
Party Report, on which the resolution just quoted was
based, that * in this field the Co-operative Movement
can play a very important part, and that every increase
in its share of the retail trade of the country will make
the problem easier of solution .

The technique of stabilising the price level is a job
for practical experts, with some help from theorists.
It is not an easy job. But it has been achieved,
over considerable periods, both in the United States
and in Sweden, and the means of achieving it, and the
difficulties to be overcome, are becoming well under-
stood as the result of practical experience.

These means have long been recognised to include
control by the Central Bank, through the discount rate

3 It is interesting to note that Sir Basil Blackett, a Director
of the Bank of England, in his book Planned Money (Con-
stable, 1932) also advocates this policy of a stable price level
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and through open market operations?, of the quantity
of credit. More recent studies have shown that
additional means include control of the long term rate
of interest, and of the volume of investment in relation
to the volume of available savings, and some guarantee
that the credit created by the Central Bank is fully
taken up. And in the background, of course, is the
right of the State to increase or diminish the quantity
of paper currency.

Even within the framework of capitalist finance,
there can be no serious doubt that it is a practicable
proposition to keep the price level approximately
stable, But this policy can be still more effectively
carried out, as the range of social control over finance
extends.

Indeed, such an extension is required for the
effective regulation of the long term rate of interest
and of the volume of new investment. Also in order
to check speculation, which assumed gigantic propor-
tions in the United States in 1928-9 and brought about
the collapse of thestable pricelevel, whichhad previously
been successfully maintained in that country. And
some control over industry is also needed to ensure
that wages, and hence consuming power, rise adequately
as producing power increases.

The aim of a stable price level must not, indeed, be
interpreted too rigidly. We must not imagine that
the index number selected will never show any varia-
tion. The essence of the policy is that the fluctuations
of this index shall be held within a narrow range.

1t That is to say, by the buying or selling of securities by
the Central Bank. When the Central Bank buys securities
in the open market, it increases the deposits in the other
Banks, and so makes possible an increase of credit; when it
sells securities, it reduces deposits, and so reduces the basis
of credit. But open market operations partly fail of their
purpose, if the other Banks fail to vary the volume of their
credits correspondingly.
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When it begins to rise, steps will be taken to bring it
down again ; when it begins to fall, steps will be taken
to raise it.

The height at which the price level should be sta-
bilised—the ‘' suitable level *’ in the terms of the Labour
Party’s resolution—cannot be determined, until the
time comes to apply the policy and to review all the
economic circumstances of that time. It does not
follow that the * suitable level ’ will be the actual
level of that time. It may be desirable either to raise
or lower the actual level, before taking steps to sta-
bilise it. At the present moment, after the precipitous
fall in prices in recent years, it might well be desirable
to raise the price level before stabilisation, and thereby
to give a fresh stimulus to production, and to reduce
the burden of fixed money charges upon the State and
upon producers generally. Wholesale prices, having
fallen much faster than retail, should also rise faster.
And indeed it might well be that a substantial advance
in wholesale prices could be brought about, and a sub-
stantial increase in trade and employment, without any
appreciable rise in retail prices. Such reflation, or
controlled inflation, designed to cancel part of the
ruinous deflation to which we have been subjected, is
wholly different from uncontrolled inflation, with
which some timid minds confuse it. Control is of the
essence of the policy. .

It should, moreover, be emphasised that a stable
price level, in a period of increasing productivity,,
means a continual expansion of currency and credit,
roughly in proportion to the increase in production.

t means, therefore, that money wages should rise.

The improvement in the wage-earner’s standard of
life is the same, whether prices remain unchanged while
money wages rise, or money wages remain unchanged
while prices fall by a corresponding percentage. And
it has been argued by some economists that it would be
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better to aim at stabilising money wages, rather than
the price level.! Then, as productivity increased, prices
would fall. Others have argued for a steadily rising
price level, so that the burden of public debts and other
fixed money charges should be steadily reduced. Such
policies, equally with that of stabilising the price
level, would necessitate deliberate control over the
monetary system, and over the volume of currency
and credit.

"I turn to the question of stability in the rates of
exchange between sterling and foreign currencies.
This is certainly desirable. But it is not worth pur-
chasing at too high a price, even for a country whose
external trade is so important as that of DBritain. It
is not worth purchasing at the price of a British return
to the gold standard.®”

There are few economic problems, for which an in-
ternational solution, if obtainable, is not better than
a purely national solution. And in this case the best

"solution would be an international agreement to

stabilise both national price levels and international

1 Mostly by anti-Socialists, but also by Mr, Evan Durbin,
one of the ablest of our Socialist economists, in his Purchasing
Powey and Trade Depression (Cape, 1933) and his Socialist
Credit Policy (Gollancz, 1934). It is argued by this school
that a stable price level contains the germs of an unhealthy
trade boom and subsequent depression and collapse. Ameri-

‘can experience is cited as a proof of this. But an alternative

explanation is that American wages did not rise fast enough,
and that excessive profits were dissipated in wild speculation.

3 The suggestion has been made that the nations now off
gold should return at ** provisional parities *’. Thus we should
stabilise sterling in terms of gold at a price which would be
subject to periodic revision, say at yearly or six-monthly
intervals, without any charge of breach of contract or good
faith, such as some foreign holders of sterling levelled at the
British Government in 1931. I am not much attracted by
this idea, which would leave trade nearly as uncertain as a
freely fluctuating exchange. But it would certainly be pre-
ferable to a return to gold at a fixed parity.



MONETARY POLICY 199

exchange rates. One nation, acting alone, can secure
only one or other of these two objectives; a number
of nations, acting in co-operation, can secure both.
Since Britain left the gold standard, a number of other
countries have done the same, and have maintained
their currencies at a practically fixed rate in terms of
sterling. These arrangements should be made more
precise, and a more determmed attempt made to’
extend this ‘' sterling area’’. The danger of inter-
national competition in currency depreciation would
thus be diminished, though it might well be advan-
tageous to seek a moderate measure of depreciation
by international agreement,

How large a part of the world would join in a co-
operative policy of dual stabilisation, both of price
levels and exchange rates, cannot be answered till the
proposal has been definitely made and vigorously pur-
sued. But it may, I think, be safely assumed that,
at a minimum, we could count on the co-operation of
the British Dominions, with the possible exception of
South Africa, which, however, having now left the gold
standard, is less likely to stand out, if the scheme is
widely accepted, and Canada, whose acceptance is
likely to depend on that of the United States; of
Sweden, Norway and Denmark, which are all basing
their currencies on sterling at the present time, and
of the principal countries of South America, which are
doing the same. The so-called European * gold
group ", led by France, is at present hostile to the
scheme, but the currency position of several of these
countries is precarious, and they may be converted by
the force of events. ,

The participation of the United States would be of
immense value, both forfits own sake and for its prob-
able influence on other nations. President Roosevelt,
in his famous message to the World Economic Con-
ference on July 3, 1933, deprecated * the specious

o

P.S.
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fallacy of achieving a temporary and probably an
artificial stability in foreign exchange on the part of
a few large countries only. The sound internal
economic system of a nation,” he continued, ““is a
greater factor in its well-being than the price of its
currency in changing terms of the currencies of other
nations. . . . Old fetishes of so-called international
bankers are being replaced by efforts to plan national
currencies with the objective of giving them a con-
tinuing purchasing power which does not greatly vary
in terms of the commodities and needs of modemn
civilisation. . . . The United States seeks the kind
of a dollar which a generation hence will have the same
purchasing and debt paying power as the dollar value
we hope to attain in the near future . . . Our broad
purpose is the permanent stabilisation of every nation’s
currency.”’

This statement is in harmony with the arguments
of this chapter and with the policy of the Labour
Party. If it continues to represent the policy of the
United States, the ideal of dual stability may be
realised over a much wider area than at present.! But
even over the narrower area, the policy is worth
achieving, and proof of its practical success in this
limited field would help its extension.?

1 The adherence of the Soviet Union to an international
convention for stabilising exchange rates might also, I think,
be obtained. But her methods of regulating internal prices
make the ideal of dual stability in her case inapplicable.

3 It is argued by opponents of this policy that difficulties
will arise from differences in the composition of different
national index numbers for internal price stability. Such
difficulties, as practical issues, can easily be exaggerated.
There are various ways in which they can be minimised, e.g.
by the general acceptance of an international index number,
or by agreement within a group of nations to accept the
national index number of one of the group, or by the accep-
tance of exchange fluctuations within defined and moderate
limits.
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We have passed through bitter years of monetary
disorganisation. It is time to reorganise on a more
solid foundation, and this task is one of the essential
preliminaries of Socialist reconstruction in Britain,



CHAPTER XXI
THE BANK OF ENGLAND

I Now turn to the second branch of Socialist policy in
the sphere of finance, namely the reform of institutions,
Let us begin, at the centre of the spider’s web in the
City of London, with the Bank of England. This is
a most peculiar institution. Its capital is privately
owned. In practice its Governor and Deputy Governor
are appointed by the Directors of the Bank, while the
Directors are appointed by themselves, re-electing each
other from year to year and filling vacancies in their
ranks according to their own fancy. In theory all
these appointments are made annually by those holders
of more than f£500 of Bank of England stock who
present themselves in the Bank Parlour on the appro-
priate date. Most of the Directors are connected with
financial houses in the City. They are private indi-
viduals, responsible to no public authority ; and the
Bank of England is a private institution, possessing
its own Charter and subject to Act of Parliament only
as regards the issue of currency, certain obligations
relating to gold and one or two lesser matters.
Except in the most general terms, as I have already
stated, the Bank’s policy may not be debated in
Parliament,! nor may Parliamentary questions be

1 Under the Currency and Bank Notes Act, 1928, Parlia-
ment must expressly authorise any increase in the fiduciary
note issue above £260 million for a longer period than two
years. This is one of the few occasions when Parliamentary
discussion is now possible, but it is an occasion which may
seldom or never arise, and the debate is narrowly restricted.

202
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asked of any Minister of the Crown regarding its actions.
Successive Governors have carried secretiveness to a
high pitch. The Bank’s weekly Return is a mystery
and its half-yearly Report a mockery. The public,
and even the inner circles of the City, are kept deliber-
ately in the dark.?

Yet the powers and duties of the Bank are very
great, and fundamental to the working of our financial
system, It is the Government's banker, holds the
Government balances, makes advances to the Govern-
ment from time to time, issues Government loans and
administers the service of the Government debt. It
also holds the balances of the Joint Stock banks and
likewise the nation’s gold reserves. By varying its
bank rate, and by its open market operations, it can
expand or restrict the volume of credit, lower or raise
the rate of interest on gilt-edged stocks, increase or
diminish employment, and bring a strong pressure to
bear on rates of wages and the standard of life. These
powers are even greater, now that we are off, than
when we were on, the gold standard. The Governor
of the Bank not only exercises high authority in the
City; he also plays an important international role.
Through his frequent contacts with the Governors of
Central Banks in other countries and through his
nominees on the governing body of the Bank for
International Settlements, he has a large influence on
international finance and international politics.
~ Such great powers and duties should be exercised
in proper subordination to public policy. The Labour

31 The late Dr. Walter Leaf, who was Chairman of the
Westminster Bank, relates in his book on Banking (p. 45)
that he was once discussing the weekly Bank Return with
the Governor of the Bank of England. There was one line
of it, he said, which he thought he understood, and that was
the line, * Gold Coin and Bullion . * The Governor, with
a twinkle in his eye, replied, ‘ Mr. Leaf, I do not think you
understand even that.””
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Party holds that the Bank should be more closely
related to the Government, and a scheme for giving
effect to this idea was adopted at the Party Confer-
ence in 1932.}

“The Governor of the Bank should be appointed by
JAhe Crown, on the recommendation of the Cabinet
Minister responsible for Finance, and should be made
subject to the general directions of this Minister, on
behalf of the Cabinet, on large issues of policy. Within
the broad guiding lines laid down by the Minister, the
day-to-day business of the Bank would continue to be
carried on by the Governor and his subordinates.»
Here it would be inappropriate that either the Minister
or Parliament should intervene. These broad guiding
lines, moreover, would fall within the framework of
the law, as amended by Parliament from time to time,
regulating the character and volume of the currency,
and other banking questions.

The Minister and the State Department, who would
naturally be charged with controlling the policy of the
Bank, would be the Chancellor of the Exchequer and
the Treasury. But it is a matter for consideration
whether a separate Ministry of Finance should not be
set up to perform the new functions which Socialist
financial policy will impose on Government.

It is also a matter for consideration whether the
Governor of the Bank should be appointed annually,
as at present, or for a short term of years, say five.
There are advantages both in annual rotation and in
a reasonable continuity of experience. But Mr.
Norman’s continuous tenure of office since 1920 is cer-
tainly too long, quite apart from any criticism which
may be made of his individual performances. There
is, I think, no reason why the appointment should not
be made after consultation with the Board of the
Bank, and the appointment would normally, no

1 See Cuyrency, Banking and Finance, pp. 8-9.
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doubt, be made from among the members of the
Board.

Both the constitution and the powers of the Board
should, I suggest, be modified. Its members should,
in future, be appointed by the Government, probably ,
for a term of years, say five, in such a way that some
retire each year by rotation. Subject to an age limit,
retiring members should be eligible for reappointment.
But they should represent a much wider field of ex-
perience and interest than at present, and should cease
to be drawn predominantly from the merchant bank-
ing houses of the City. On the other hand, the number
of the Board, now twenty-six, in addition to the
Governor and Deputy Governor, appears excessive,
and should be reduced.

The Board should cease to be authoritative, and
should become advisory to the Governor and to the
Government. It would thus become a wvaluable
advisory organ on the financial side of economic
planning.

In addition to the Governor, the-higher appoint-
ments of the Bank should include a Deputy Governor,
as now, and probably, I suggest, two Assistant Deputy
Governors, for the performance of special duties, e.g.
in connection with the National Investment Board
proposed below, and with the reformed system of
deposit banking. These officials should be members of
the Board, and should likewise be appointed for a short
term of years, with eligibility for reappointment subject
to age limit.?

1In 1933 power was taken at the first half-yearly meeting
of the stockholders to employ some of the Directors on full
time service in the Bank. At this meeting power was also
taken to increase the salaries of the Governor and Deputy
Governor, which had previously stood at £2,000 and {1,500
a year respective}y. These salaries, commented Ths Times

City Editor, are '‘ ridiculously small and it has meant that
only gentlemen with private fortunes could afford to occupy
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The mode of recruitment of the Bank’s staff should
be reconsidered. There should be larger opportunities
of promotion from the lower ranks, and probably an
element of recruitment through the ordinary Civil
Service examinations. There should also be a con-
siderable measure of interchange between the staflfs of
the Bank, of the Treasury, of any new Ministry of
Finance which may be created, and of the staffs of
the other new financial institutions proposed below.

If financial policy is to be bold, efficient, constructive
and fresh-minded, we cannot afford to cultivate the
mentality of the water-tight compartment. Excessive
departmentalism is a danger to be avoided throughout
the public service.

The existing stockholders would lose whatever
nominal and shadowy powers of control they still
possess and would be given, in exchange for their
stock, bonds bearing a fixed rate of interest. Steps
should be taken to pay off all these bonds within a
reasonably short term of years.?

It may be assumed that the Bank would continue,
as in the past, to show a financial surplus on its opera-
tions. This surplus should be used, in proportions
to be determined by the Government in consultation

the position of Governor and Deputy Governor of the Bank.
They are very much smaller than those payable to the heads
of the big Joint Stock banks which, incidentally, are paid
free of tax.” This comment shows that, even in the City
of London, the prestige of an ofiice is not measured solely
by the size of the salary.

1 It might be convenient that the Government should repay
to the Bank a long-standing debt of {r1 millions, on con-
dition that it was applied to paying off the bondholders, and
that some of the Bank'’s hidden reserves were also mobilised
for this purpose. These are undoubtedly considerable. The
amount of Bank Stock is now £14} million, worth, at present
market values, more than {50 million. Dividends at 12 per
cent, the rate which has been paid since 1922, involve an
annual drain on the Bank’s resources of £1,750,000.
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with the Governor, partly to pay off the bondholders,
partly to increase the Bank's resources, partly to con-
tribute to the public revenue. With the passage of
time, and the progressive repayment of the bond-
holders, the Bank's resources should be greatly
strengthened, and the Treasury should draw an increas-
ing revenue from the Bank’s operations.

The Bank of England, thus reorganised on a basis
of public ownership and control, should be made, even
more than at present, the pivot of the British financial
system. It is through the Bank that control of other
financial institutions can most effectively be operated.
Such control is already exercised to a considerable
extent, both through financial pressure ! and through
tacit agreement; it should be strengthened and
regularised.

The practice whereby banks, acceptance houses
and other financial institutions look to the Bank of
England for assistance when they find themselves in
trouble, but are subject to no supervision or control
in normal times, must be terminated.

Moreover, as the Macmillan Committee very properly
recommended in 1931,* much more statistical and other
information regarding their activities should be fur-
nished to the Bank of England by the Joint Stock
banks, the acceptance houses, British banks doing
business mainly abroad, foreign banks with branch
offices in this country, and other financial institutions.
A large part of this information should be published
in an appropriate form by the Bank of England.

The Bank should also make an annual report of its
own operations, containing much fuller information

3 In recently forcing a reduction in the excessive number of
Discount Houses, for example.

8 The Macmillan Committee recommended a number of
other changes, including the amalgamation of the Issue and

Banking Departments.
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than hitherto. This report would no longer be made
to a meeting of shareholders, but to the responsible
Minister, and should be published and laid before
Parliament, and an opportunity provided for annual
Parliamentary discussion of the year’s record and of
the major issues of monetary and banking policy.
Among Central Banks, the irresponsibility of the
Bank of England is unique.! In~all other cases the
Government, or Parliament, or both, exercise some
constitutional influence, both on the appointment of
the Governors and Directors, and on the Bank’s policy.?
In every case, except in this country, the Treasury

t Those who are interested in the comparative study of
financial institutions should consult the standard text-book
on Central Banks, by Sir Cecil Kisch, to which Mr. Norman
has contributed a Foreword. In the 1932 edition of his book
(p. 18), it is stated that * there are only two important Banks
which, at least on paper, are independent of their respective
Governments, namely the Bank of England and the Reichs-
bank ”. And in Nazi Germany the Reichsbank’s indepen-
dence is a very thin paper fiction. Moreover it is laid down
in the Reichsbank’s Charter that ** before the election ** of
the Bank President and of his Council, ““ the Chairman of
the General Council or his deputy shall consult the Govern-
ment of the Reich concerning the election *’.

* As regards appointments, a study of the Charters set out
by Sir Cecil Kisch gives the following classification. In Aus-
tralia, Finland, Latvia, the Soviet Union and on the Federal
Reserve Board in the United States, the Governor, Deputy-
Governor and all members of the Board are appointed by the
Government. In the United States appointment is by the
President, with the consent of the Senate. In Czecho-Slova-
kia, France, Japan, Jugoslavia, Portugal, Roumania, South
Africa, Spain and Switzerland, the Governor and some mem-
bers of the Board are appointed by the Government. In
Austria, Belgium, Bulgaria, Estonia, Greece, Hungary, Italy,
Lithuania, Netherlands and Poland, the Governor is appointed
by the Government. In Chile, Colombia, Denmark and Peru
some members of the Board are appointed by the Govern-
ment. In Norway and Sweden all members of the Board are
appointed by Parliament and the Governor by the Crown.
The degree of control over policy varies widely.
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derives revenue from the Central Bank’s operations,
participating, according to a variety of regulations, in.
the Bank’s net profits. In this country, alone in the
civilised world, the Treasury receives nothing from
this source. Such abnegation is not good business
for the tax-payer.?

It should also be noticed that Bank notes are exempt
from stamp duty. In respect of its financial obliga-
tions to the Government, which guarantees its many
privileges, the Bank of England gets off very lightly.
The Bank, it must be conceded, has managed its
relations with the Revenue Authorities pretty welll.
Its shareholders, drawing their steady 12 per cent
dividends, owe it gratitude.

The rearrangements proposed in this chapter will
call for a spirit of common sense and co-operation on
the part of Ministers, Parliament, Bank officials and
others. If it is to be assumed that all concerned will
act unreasonably, the rearrangements will work badly.
But, on this same assumption, the present arrange-
ments will work even worse. This is not an assump-
tion, however, which I accept, either here or elsewhere
in this book.

1 Under the Currency and Bank Notes Act of 1928 the Trea-
sury does, indeed, receive the net profits of the currency note
circulation. But this is a case of ' thank you for nothing *,
for before the passing of this Act it was the Treasury and
not the Bank which issued the notes and took the profits.
This contribution is no equivalent for a share in the net
profits of the Bank. :



CHAPTER XXII
CONTROL OF LONG-TERM CREDIT

THE Bank of England is not directly concerned with
the supply of capital in the form of long-term credit
for industry. Nor are the British Joint Stock banks,
which differ in this respect from many of their foreign
counterparts.

The weaknesses of our present arrangements for
long-term credit are principally four. First, there are
opportunities for gross frauds by financiers upon the
public. These lead to the loss of capital, which
might have been usefully employed, and often to
the ruin of investors, many of whom are small
people, whose life savings are swallowed by these
sharks. Bottomley and Hatry are familiar British
examples, and Lord Kylsant went to jail for deceiving
his shareholders, while Kreuger has shown that for-
eigners can do like deeds on an even grander scale.
These are among the recurrent nine-day wonders of
journalism, but their lessons are soon forgotten.

Second, short of frauds legally recognised as such,
there are frequent cases of excessive charges, and
promoters’ perquisites, politely known in the City as
*“ rake-offs ’, which waste part of the new capital sub-
scribed, to provide unnecessary profits for financial
middlemen. There are also cases of insufficient
information being contained in prospectuses and
company reports.!

2 This raises the question of the reform of the Companies
Act. It has been said with truth that the present Act was
210
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Third, from a social point of view, theré is continuous
misdirection of new capital, Funds flow, not in search
of social advantage, but in search of profit.

Fourth, there is a failure, not only in respect of the
quality, but of the quantity, of investment. There
is a constant tendency, in times of trade depression,
for the total volume of investment to fall short of what
is socially desirable, and for unemployment to be
thereby intensified. In times of boom, on the other
hand, investment overshoots the mark and thereby
hastens the recurrence of depression.

As Mr, Davenport has pointed out,

the primary consideration of the market in domestic
issues is not the needs of industry, but the needs of
financial salesmanship. Issues are chiefly promoted
which are likely to go well with the public and to give
the promoters a chance of snatching a quick profit on
the gtock Exchange, . . . The 1928-9 boom in indus-
trial issues led not only to a great waste of private
capital—we need not shed tears over fools parting with
their money to the vendors of new inventions or bubble
companies—but to the harmful disturbance of existing

already out of date when it was passed in 1929. There should
be greater publicity regarding profits, particularly those of
subsidiary companies ; the form of balance sheets should be
improved ; in the case of subsidiaries an audited consolidated
balance sheet should be published for the whole group; a
prospectus should contain detailed information as to how the
money to be raised would be spent; abridged prospectuses
should be made illegal ; the real issuer of a new loan should
be prominently named on the prospectus, and should not
shelter in small type under the wing of a joint stock bank,
which is only a collecting agent, but is made, by this calculated
printer’s trick, to appear in large type, as though vouching
for the issue. I am inclined to think that, in view of current
abuses, private joint stock companies should no longer be
allowed. No more should be formed, and those at present
in existence should be required to transform themselves into
public joint stock companies.
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industries. The promotion, for example, 6f unnecessary
artificial silk companies brought about such an excess
capacity of plant that Courtaulds embarked on a policy
of cutting prices to unremunerative levels in order to
force the redundant companies into liquidation and their
plant on to the scrap-heap. Much the same disturb-
ance occurred in the safety glass and gramophone
industries. The opposite extreme to the rashness and
wastefulness of capital issues in a period of Stock Ex-
change activity is seen in a period of prolonged trade
depression. Not an issue can then be made in the
London capital market. No promoter will venture an
appeal to the public, for no appeal would *“ go " in the
Stock Exchange sense.}

The only object that an issuing house has, when it
makes an issue, is to make the public take what its
friends in the Stock Exchange and its private clients
will not take themselves.

The third and fourth of the criticisms which I have
made above, are the more fundamental, though
the first and second serve also to display the
defects of modern financial methods. The first and
second relate, primarily, to individual losses, the
third and fourth to social losses. All these losses
are avoidable, and should be avoided. By what
means ?

In providing for the social control of long-term credit,
we have to deal, not with an existing institution, but
with the lack of one. The problem is not to transfer
an existing mechanism from private to public hands,
but to make something new. In a most rudimentary
form, indeed, public control over the capital market
has existed for some years, in the Treasury embargo
on various classes of new issues. But this is so rudi-
mentary and defective that it is worth little more than

1 * The Control of National Investment *’, New Stalesman,
October 10, 1931.
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a theoretical admission, valuable only for debating
purposes, of the impossibility of laissez-fasre and a ** free
market ** for capital, and of the need for a ** managed *’
system of investment.

This embargo is doubly defective, first, because it
lacks legal sanction and, second, because it is clumsy
and purely negative in its operation. * It is properly
speaking only a request which there is no legal power
to enforce "'} a request made by the Chancellor of the
Exchequer “to intending borrowers to refrain from
coming on the market "’ 3 without the consent of the
Treasury and the Bank of England. The original
purpose of this *request’ was to maintain the
price of British Government securities and thus to
help conversion operations. But the embargo is still
maintained, for purposes which are never officially
and intelligibly stated.

We need a more flexible and discriminating instru-
ment, with legal power behind it. The Labour Party,
therefore, proposes to set up a National Investment
Board, whose functions and composition I shall now
discuss. Opinion, both friendly and adverse, has
focussed less upon this than upon many of our other
proposals. But I put it in the front rank of practical
importance. Such a Board will, I believe, be one of
our most effective instruments of Socialist p
and national development, a powerful agency for deal-
ing with unemployment and, even so, only the germ
of what, if it succeeds, is likely to become one of
the central financial institutions of a Socialist com-
munity.

The Board should be small, and its members appoin-
ted by the Government, with overlapping terms of
office. They should be appointed, i in the words of the
Labour Party’s Policy Report, *on appropriate

2 The Times leading article, August 30, 1932.
Official Treasury statement of the same date.
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grounds of ability and willingness to carry out loyally
the policy "’ determined upon.?

It might well be desirable, as I have already sug-
gested, that the Chairman of the Board should also
hold the office of Assistant Deputy Governor of the
Bank of England. Possibly it would be convenient
to provide for a further element of common member-
ship between the Board and the Advisory Financial
Council, which would replace the present Directorate
of the Bank. The Board would need to work in close
association with the Bank, as well as with other finan-
cial institutions, with several State Departments, and
with the Planning Department of the Government.
It would also require a capable staff of statisticians
and other experts. But the details of such liaison
and staffing can only be fully worked out, when the
time for action arrives.

Broadly, the Board would have two functions. The
first would be to license and direct investment, the
second to mobilise the financial resources available for
this purpose. It would strike, through its licensing
and directing function, at the first three weaknesses
noticed above, and through its mobilising function at
the fourth. It would, in short, license for quality and
mobilise for quantity.

The Board would exercise control over all public
issues on the capital market, and its permission would

1 Currency, Banking and Finance, p. 9. Mr. Colin Clark
very sensibly remarks that “ to make membership of the
Board a political appointment might lead to inefficiency in
working, and would certainly invite retaliatory action by any
succeeding government. On the other hand it would be
difficult even for the most reactionary Government to find a
pretext for abolishing an expert Board which was in active
operation; some of its activities might be inhibited, but
over much of the field it would be very difficult deliberately
to restore disorder after an element of planning bad been
introduged ** (Conérol of Invesiment, p. 30).
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be required before any such issue could be made. It
would thus act as a licensing authority for new issues,
both for home and foreign investment. It would only
grant permission after it had been furnished with:
full particulars of the proposed new issue, and might
make its permission conditional upon changes in the
form of the proposal. For example, as suggested
below, it might require a proposed new factory to be
erected in a depressed area, which had appropriate
facilities for production, but which was being allowed
to become derelict. The Board would also exercise
control over the Stock Exchange by refusing * leave
to deal” in any issue which, having been refused a
licence as a public issue, had then been placed privately.

In deciding whether or not to license a proposed new
foreign issue, the Board would be guided by expert
advice as to the total amount which could be lent
abroad, during any given period, without unduly dis-
turbing the foreign exchanges, and by other relevant
considerations.

‘ In the past,” to quote Mr. Montagu Norman,! * we
‘were great lenders. Lending here [in the City] was
practically indiscriminate, It was merely competitive.
Can that continue with the same freedom in the
future ? ** This hesitating question suggests that the
Macmillan Committee were inclined to convey too rosy
a view when they stated that * we understand that
important foreign issues made by these (issuing) houses
are seldom underwrittenin London unless the Governor
of the Bank of England has first been consulted, and
that any opinion he may offer will carry great weight *’.
His opinion will not necessarily carry the day and, as
regards a large part of our foreign lending, especially on
short term, it has not been the custom of the lenders to
invite it. I have referred above to the German credit

1 Speech at a bankers’ dinner in the City on October 20,
1932. .

P.S. P
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crisis of the early summer of 1931, which rocked the City
of London to its foundations, and prepared the way for
the British credit crisis which followed a few months
later, and to the fact that British financial houses had
borrowed short-term funds excessively, and at a low
rate of interest, from foreigners, other than Germans,
and had lent these funds to Germany at a high rate of
interest. This fact, and not an unbalanced budget, a
luxury which most other countries also enjoyed at
this time, was the effective cause of the political events
of 1931, which destroyed both the Labour Govern-
ment and the gold standard. The Macmillan Com-
mittee, whose report was published in June, 1931, had
already given a timely warning of the * risk of financing
long term investment by means of attracting short-
term foreign funds of a precarious character ** and had
added that ‘“ to-day . . . our liabilities may be as
much as double our liquid assets*’.

This danger had, indeed, been foreseen by some,
and there was 2 movement among the London financial
houses themselves in 1929 to establish a credit infor-
mation bureau. But this proposal was defeated by
certain banks who feared that some of their foreign
customers might be stolen by rival creditors, if infor-
mation were pooled.

Since 1931 there has been a slight change of practice.
The Bank of England is now confidentially informed
by each bank and acceptance house of the total of its
foreign credits and deposits. But this is insufficient.
There should be compulsory pooling of such informa-
tion, which should be made available both to the Bank
and to the National Investment Board. Would-be
foreign borrowers on long term would have to apply
through their agents, and their applications would be
made openly to the Board, which would have legal
power to give or to refuse a licence, instead of being
made secretly to the Governor of the Bank, who
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has only the moral power of offering an advisory
opinion,

Foreign loans, especially to certain types of rulers
and governments, have often been wasteful at the best,
and at the worst provocative of wars and financial
oppression. The British bond-holders in Egypt, but-
tressed on extortionate loans to a worthless monarch,
are an oft-told tale? Sir Arthur Salter has told some
post-war stories : ¥ of a Brazilian Government, which
borrowed fifteen million dollars to pull down a hill at
Rio de Janeiro, twenty-five million dollars to electrify
the Central Railway of Brazil, which has not in fact
been electrified, and twenty million dollars for a water
supply scheme which has been abandoned; and of a
Colombian Government, which borrowed between
1924 and 1928 more than a hundred and fifty million
dollars, principally to build an unnecessary railway to
connect two valleys, each with an adequate outlet to
the sea, but separated by a range of mountains 9,000
feet high. A costly tunnel through the top of this
mountain range was begun by the Federal authorities,
and then abandoned, the local authorities meanwhile
having begun the construction of a costly road over
the summit. These incidents are both humorous and
instructive.

The whole question of foreign lending, indeed, raises
large issues of international policy and co-operation,
regarding which the Board would need to be informed
of the Government’s policy.

Loans to Dominion Governments, the Government
of India and the Crown Colonies would, no doubt,
continue to enjoy a certain measure of priority. But
each application should be considered on its merits,
and in relation to trade agreements between this

1 But never told better than by Mr. H. N. Brailsford in
his War of Steel and Gold.
* Recovery, pp. 105-6.
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country and the would-be borrower. The same con-
sideration applies to all external lending. We shall not
have, in the future, such large sums to lend outside
this country that we can afford to be indifferent to the
willingness of borrowers to buy our goods and give
employment to our workers.?

Loans to foreign Governments raise special problems,
and the Board should be satisfied, before agreeing
to any such loan, that the proceeds would not be
spent on undesirable objects, such as armaments,
or the mere duplication of existing Dritish plant.
Such loans may also raise questions concernirg the
domestic policy of debtor states, as well as the secunty
of creditors and the development of international trade.
It would be best, therefore, that they should be the
subject of international consultation. For this pur-
pose some suitable machinery, connected with the
League of Nations, should be set up.

The Board's control over new foreign issues is Lable
to be defeated by the issue of lcans abroad, followed
by the sale of securities here. Money may also leak
abroad, contrary to the intention of the Board or of
the Government, through the purchase by persons
resident in this country of existing securities held by
persons resident abroad. This is just as much an
export of capital as the subscription in this country
of a new foreign issue. British exporters may also
try to keep abroad the proceeds of their sales.

There is only one effective means of checking such
undesired leakages, which might develop into a serious
* flight of capital ”’.* Tkis is to give the Government

1 The Trustee Acts should, perhaps, be so amended as to
make the grant of Trustee status to new loans raised by cer-
tain overseas borrowers dependent on the recommendation
of the Baard, and not automatic as at present.

* A *~flight of capital ”, which takes the form of the
withdrawal of large short-term foreign balances. raises a
different problem. The best solution of this is that such
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power to control, if the need arose, the purchase of
foreign exchange. The purposes for which foreign
exchange is acquired can then be limited and selected
by the controlling authority. Such control should not,
in my opinion, be exercised, unless there were evidence
that British investors and financiers were not playing
the game. For it is a troublesome influence on inter-
national trade.

But the power should be held in reserve. It will be
recalled that the National Government in 1931 took
such power, but relinquished it after a few months.
They have taken it again in 1934 in the Exchange
Clearing Act. The most stringent control of foreign
exchange dealings has been proved to be quite practic-
able, even in countries with lower standards of adminis-
trative efficiency than ours.?

We believe [said the Macmillan Committee] that there
is substance in the view that the British financial organi-
sation concentrated in the City of London might with
advantage be more closely co-ordinated with British
industry, particularly large scale industry, than is now
the case; and that in some respects the City is more
highly organised to provide capital to foreign countries
than to British industry,

This opinion has long been held by those who have
watched our issue houses at work, a number of which
have foreign origins and seem to have retained dis-
criminating foreign sympathies and business con-

balances should not be in the habit of coming to London, or
to any other foreign national centre. They are a constant
source of financial instability and even in the City are often
spoken of as * bad money ”'. 1a so far as they are not kept
at home, the best location for them is probably a reformed
and strengthened Bank for International Settlements, which
would command continuous confidence.

1 The neatest and most interesting scheme of exchange
control, worked by a country with high administrative stan-
dards, is that now operating in Denmark.
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nections. It would be one of the duties of the National
Investment Board to correct the tendency for an
excessive proportion of capital funds to go abroad,
while legitimate British needs are often starved of
Tesources.

The historical explanation of this lop-sided develop-
ment is that London, and the financiers operating there,
have been primarily concerned with external trade,
while British industry grew up chiefly in the North and
Midlands, and was mainly financed out of its own
profits and by private or family banks with head-
quarters in the provinces. Nor, under present con-
ditions, are closer relations between London financiers
and the industrial north always an unmixed blessing
for the latter, as the post-war orgy of speculation and
over-capitalisation in the Lancashire cotton industry
demonstrated. The National Investment Board must
here begin to write a new chapter.

In deciding whether or not to license a proposed
new home issue, the Board would have several objects
in view. It would aim at preventing the unnecessary
addition of capital to industries which were already
over-equipped, or the floating of enterprises which,
though they might yield profits to investors, were
anti-social or only of small social value. On this
latter point it would need general guidance from the
Government.

The Board would also aim at smoothing out un-
necessary short-term fluctuations in the demand for
capital. The orderly marketing of securities is an
important factor in stabilising trade and employment.

The Board would also aim at checking, or at least
postponing till a more convenient season, new issues
which seemed likely to compete, for the savings avail-
able at any particular time, with the loan requirements
of any programme of planned development and in-
dustrial reorganisation approved by the Government.
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Particulars of such requirements, including the
approved requirements of Local Authorities,! would be
furnished to the Board by the Planning Department of
the Government.

Such a programme must have priority secured to
it in the capital market over all less urgent claims.
Thus housing schemes should come before dog-racing
tracks or cinemas; new plant for the scientific treat-
ment of coal before new plant for the luxury trades ;
the establishment of a new industry in a depressed
area before that of a new industry on the sprawling
edge of Greater London.

The fact that a new issue, either home or foreign,
had been licensed by the Board, should not be inter-
preted as an official invitation to the public to sub-
scribe, still less as a Government guarantee of the
interest, though such a guarantee might properly be
given in appropriate cases.

It is a simple truth, sometimes forgotten, that a
Government guarantee of interest, if not pushed to
imprudent lengths, is for the taxpayer a cheaper form
of inducement to capital development than any
subsidy. Still cheaper is the conferment of Trustee
status on selected securities. The revision of the
Trustee Acts, already suggested, would give power to
the Board to confer or to refuse such status. But no
Government guarantee should in future be given
without a measure of public control, or public partici-
pation in the value of the asset thereby created, e.g.
through payments by the beneficiaries, in the form
of cash or interest-bearing bonds, to the Treasury or
to the Board. It wasa scandal of the Trade Facilities
Act that the State’s guarantee was handed out free;

1 The Public Works Loans Board, which now arranges
loans for the smaller local authorities, might either be absorbed
by the National Investment Board, or might continue in
existence, acting in close co-operation with it.
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a number of private interests got cheap capital, but
the guarantor got nothing, except very remotely and
indirectly.

This brings me to the second function of the Board,
that of mobilising the funds available for investment,
In order to maintain the price leével and to prevent
deflationary sagging and unemployment, the total
volume of new investment must be kept well up to the
level of available savings. It will be the Board’s duty
to see that there is no falling short here.! Available
capital must not lie idle, either in banks or other
hoarding places, nor be diverted, as happens now on
a large scale during trade depression, from new con-
struction to the financing of current business losses,
and of unemployment rather than employment.t

The Board would be able to advise the Planning
Department of the Government as to the financial
practicability, at any given time, of the programme of
capital development desired by the latter. Such
advice should relate, not only to the magnitude of the
programme, but also to its composition. Particularly
from the point of view of employment, a well-balanced
programme is essential.

It will be useful at this point to draw an up-to-date
picture of the various sources of new loan funds, and

1 Sometimes, on the other hand, it may be necessary for
the Board to damp down the rate of investment, in order to
prevent the development of an unhealthy inflationary boom.
But this danger, at the time of writing, seems academic.

3 It is ironical that successive British Governments, from
1924 onwards, have borrowed Post Office Savings Bank de-
posits to finance the Unemployment Insurance Fund, but not
to finance development schemes, and it was one of the dis-
graces of the 1931 election that members of the National
Government succeeded in scaring many electors into voting
for them by the doubly false suggestion that the Labour
Government had initiated this practice and that it had
thereby endangered the safety of the deposits, which were,
in fact, of course, guaranteed by the taxpayer.
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of their relative magnitude. This picture has been
changing rapidly in Britain since the War, and even
some of our expert commentators have not yet accus-
tomed their eyes to the change.

The chief changes have been (1) the diminishing
importance of saving by wealthy individuals ; (2) the
relative increase in the factor of undistributed profits
within private industry ; (3) the rapid increase in the
proportion of new loan funds furnished by public and
semi-public . bodies and by institutions—insurance
companies and building societies being the most prom-
inent of these—whose financial vitality is such that
they have continued to grow luxuriantly even in the
dry years of the depression. It is also necessary to
understand clearly the true meaning of the familiar
statistics regarding new issues.

The saving habits of the rich have not stood up well
to the slump. They have withered in the economic
drought. Whether even the rains of a returning capi-
talist prosperity would much revive them seems
doubtful. Mr. Colin Clark deserves credit for his path-
breaking statistical studies in this field.}

The defenders of capitalism used to argue that a
great inequality of incomes was necessary in order that
a sufficient accumulation of capital might occur. A
small class of very rich men was necessary, in order
that they might save, so to speak, the unwanted tail-
ends of their large incomes. This, it was said, enabled
investment to proceed upon a sufficient scale. And,
it was added, there was no other way of enabling this
to be done. We must burn down the house of equality,
in order to roast the pig of thrift.

Under the impact of Mr. Clark’s figures, which I
quote below, this argument, never very convincing to

1 See his National Income and bis pamphlet on Control of

Investment (published by the New Fabian Research Bureau
and Gollancz).
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a Socialist, to-day lies flat on its face. He concludes
that ““ the net savings made by the wealthy classes out
of their own incomes have now become very small,
and in many cases they are actually over-spending
their incomes and living on their capital *’.

According to his estimates,® British savings in a
normal post-war year have been about £400 millions,
or just under ten per cent of the national income ;
in 1929 (later years having been badly subnormal)
they were about £380 millions. Of this total, about
£125 millions were invested abroad, £130 millions
were invested by or under the control of the State and
Local Authorities, of which £45 millions were for
municipal houses, and £55 millions in new houses
built by private enterprise. This leaves only £70
millions—a surprisingly small sum—for home industry
and commerce, apart from housing and public utility
services. Since 1929 all these totals have shrivelled,
that of investment abroad most, and that of housing,
municipal and private, least of all.

So much for the destination of savings when turned
into investment. The sources, from which these
savings come, appear to be as follows: about f100
millions from the State and Local Authorities, by way
of payments to sinking funds, depreciation funds, etc. ;?
about £50 millions through building societies ; about
£50 millions through insurance companies; {25 to
£30 millions through sums placed to reserve by co-
operative societies, and savings through industrial
insurance and savings banks ; and some £200 millions,
calculated before deduction of income tax, through
the undistributed profits of companies and firms. This
last item of undistributed profits accounts, even after
income tax has been deducted, for nearly half the total

1 Contyol of Investment, p. 11. 8 Ibid., pp. 9~10.

* It is surprising to find that Local Authorities pay as
much as {50 millions a year into sinking funds for their loans.
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savings made.! The residue of the total savings, after
all these items have been allowed for, represents the
net savings of the wealthy. As has already been
remarked, this residue is in some years a small positive
quantity, and in others is actually negative,

This analysis, both of the sources and of the destina-
tion of savings, brings out the fact that the State,
Public Boards and Local Authorities play a much
larger part both in saving and in investment than
is yet commonly understood.? Correspondingly the
wealthy private investor and private enterprise, apart
from the factor of undistributed profits, play a much
smaller part. There is already more practical socialism
in the British air we breathe than either Socialists or
anti-Socialists realise. This both simplifies the task
of the National Investment Board and makes it more
important,

Within the sphere of private industry, there is new
investment (4) by new issues on the capital market,
and (b) by the re-investment of undistributed profits,—
partly in the business where the profits were made,
partly in related subsidiary companies, partly in assets

1 Mr. Davenport puts it at 38 per cent (** The Control of
National Investment ", New Statesman, October 10, 1931);
Mr. Clark puts it higher.

8 Credit for bringing out this fact must be given to the
authots of Britain's Industrial Fuiuys, the * Liberal Yellow
Book "' of 1928, Books 2 and 4 of which contain many inter-
esting figures, as well as certain disputable arguments. Mr.
J. M. Keynes has also contributed to making clear some
important relative quantities, Thus in an article in the New
Statesman of September 24, 1932, he points out that in 1930,
£109 millions were invested in capital expenditure by Local
Authorities as against {21 millions in 1914, while the corre-
sponding figures for new building financed through the Build-
ing Societies were {89 millions and {9 millions respectively.
* In the two years 1930 and 1931 the aggregate finance pro-
vided by Building Socicties was appreciably greater than the
aggregate of new capital issues for all purposes within the
United Kingdom.”
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independent of the fortunes of the business, e.g. in
Government securities.

New issues, which were long accepted uncritically at
their face value,! are now seenin a fresh light. ** Apart

(1]

from a small volume of industrial debentures,” says
Mr. Keynes, “ the new issue market is mainly concerned
with the marketing to the public of investments made
some time previously.”’

Mr. Clark has shown that ‘* the major part of the
money raised ’’ by new issues, * when its destination
is not, as is generally the case, left in complete
ambiguity, is used not for real capital purposes at all,
but simply for buying out existing vested interests "',
It is much more a transfer of property rights than an
addition to capital equipment. Moreover, *“ an almost
unbelievably large proportion of the capital is filched
in ‘underwriting charges’, ‘ expenses of issue’ and
rake-offs of all kinds.”” 2 It will be one of the functions,
though by no means the most important, of the

1 By the Colwyn Committee on National Debt and Taxa-
tion, for example.

2 New Statesman, September 24, 1932.

3 Control of Investment, p. 21. Mr. Clark goes on to quote
the evidence before the Macmillan Committee of Mr. E. L.
Payton, representing the National Union of Manufacturers,
who said that ‘‘ to get money ** frequently you must ‘“ go to
a man whom we will describe as a Company Promoter. He
looks at your proposition and he proceeds to have every asset
valued at the highest possible value that he can put on it.
They do the same to the plant; they practically write back
again all the depreciation that has been carefully written off.
Then they add something for goodwill. Then they say ‘ we
will go to the public and get the money for you ’, and by the
time they have finished they leave you with your business
and with very little extra money. They have taken out a
big profit, and the costs of the operation will take up several
years of good profits. . , . And you are left with an over-
capitalised business, which increases the costs of production
to your customers.”” Sometimes, as Mr. Hatry demonstrated
to his clients, you are left with considerably less than this |
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National Investment Board drastically to cut down
these tributes paid by industry to financial middlemen,
and to economise the cost of supplying new capital
to all applicants, who are judged by the Board worthy
to obtain it.?

Undistributed profits have become, in the post-war
period, the largest single source of new savings in this
country. We shall consider them further below.

It is not generally appreciated [says Mr. Davenport)
that in the promotion of the average new company
some 10 per cent of the capital goes in the expenses of
the issue and 50 per cent, not in providing new capital
for industry, but in making a present to the promoters
and vendors of cash for the purchase of “* existing rights”.2

This, indeed, relates only to new investment within
the sphere of private industry. But there is another
item of great and growing importance, namely the new
capital expenditure of public and semi-public bodies.

What is not generally realised is the extent of the
‘“ socialised sector ” in the economic structure. The
key point, capital development, is very largely controlled
by public authorities, both national and local. .. .
Public works contracting alone provides occupation for
more men than either the steel industry, the motor
industry, or the cotton industry. This is entirely under
public direction. There are very nearly as many builders
as coal miners, and these are, naturally, in spite of the
revival of private building, very dependent on the policy
of local authorities. When to these are added the
powers for expansion of plant possessed by such autho-
rities as the Central Electricity Board, the Metropolitan

1 There is little criticism of new issues in the weekly press,
and still less in the daily press. I have heard of cases where
strong pressure has been exercised, from interested quarters,
to silence journalistic critics, who are threatened with the
loss of their livelihood if they tell the public what they know.

8 The Control of National Investment ', in the New
Statesman of October 10, 1931. ’
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Water Board, and the Post Office, and the development
of public utilities under municipal control throughout
the country, the immense powers of public authorities
in stimulating capital development become evident.!

All these would become clients of the National In-
vestment Board, and so would the new Public Boards,
which will be set up to conduct socialised enterprises.
It will be an important part of the problem confronting
the National Investment Board to determine the rate
of aggregate investment of these public and semi-
public bodies.

There are also to be considered the investments of
the Insurance Companies, of the Investment Trusts
and of the funds of the Building Societies, in so far as
these are not sunk in loans secured as mortgages on
house property.

The only “ control’’ of sinking funds which the
National Investment Board need exercise is the steady
offer, on a sufficient scale, to persons and institutions
whose old holdings are being paid off, of suitable in-
vestments for their liberated funds.

More serious questions of control arise in connection
with undistributed profits, Insurance Companies, In-
vestment Trusts and Building Societies.

In proportion as industries and services are socialised,
the sources of undistributed private profits will be
narrowed, and the disposal of the surpluses of public
concerns will be a matter for consultation with the
Planning Authorities. But meanwhile the size of this
element in the national savings is so large that the
question arises whether that part of it, which is in
excess of reasonable requirements for self-finance in the
business where it originates, should not be mobilised
by the National Investment Board in aid of its approved

1 From a recent leading article in the Financial News
quoted by Mr. Robert Boothby, Political Quarterly, October,
1934, P- 465.



CONTROL OF LONG-TERM CREDIT 229

programme, Possibly some remission of taxation
might be given in respect of undistributed profits
placed at the Board’s disposal. The Insurance Com-
panies should, in due course, be consolidated into a
Public Corporation enjoying a monopoly of certain
classes of insurance. But, pending this reorganisation,
they might be required to inform the Board of the
composition of their investments, and to hold certain
proportions in prescribed forms.

A similar requirement might be imposed on Invest-
ment Trusts. Both these and Insurance Companies
are in the habit of holding a considerable proportion
of foreign securities. This proportion should be kept
within bounds.

The function of Building Societies is to make loans,
secured on mortgage, to facilitate house building and
* home ownership . In so far as their funds are used
for this primary purpose, there is no occasion for
control by the Board, though the location of new houses
will be subject to geographical planning. But in so
far as these funds are otherwise invested, control
similar to that suggested for Insurance Companies and
Investment Trusts might be applied. At the present
time, 85 per cent of Building Society assets consist of
mortgages, the remaining 15 per cent being mainly in
gilt-edged securities.?

So far I have sketched only the minimum and
essential functions of a National Investment Board.
Even with functions no greater than these, the Board
will be a very powerful instrument of social control.

Let it make good, justify itself in action, and win

2 Figures quoted by Mr. Francis Williams in the Daily
Hevald of July 2, 1934. The total number of shareholders
in Building Societies is now 1,748,000 ; of depositors, 631,000 ;
and of borrowers, 951,000. Share capital is £395 million, or
an average of £226 per shareholder; deposits £75 million,
or an average of £120 per depositor; money advanced on
mortgage £423 million, or an average of {445 per borrower,
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general acceptance as a useful and familiar piece of
our financial furniture, and there is little doubt that
its functions will soon extend.?

Should the Board itself act as an issuing house ? I
see no objection in principle, and substantial possible
advantages, especially in reducing the cost of capital
supply. But this is not, in my opinion, one of the
minimum essential functions of the Board. It may
develop from experimental beginnings.

Should the Board receive grants from taxation to
be devoted to national development? This is a
question of convenience, on which we need not be
dogmatic.

But whether or not part of the proceeds of taxation
are actually handed over to the Board, it is an essential
principle of sound Socialist finance that part of the
proceeds of taxation should be used for capital develop-
ment. In view of the decline of saving by wealthy
individuals, the old arguments against high taxation
of wealth are greatly weakened, while the need to use
taxation as an aid to capital development is corre-
spondingly strengthened.

In so far as this is done, no matter whether the funds
raised by taxation for development are lent by the
State, or paid out in subsidies, the need for long-term
borrowing from private investors will be correspond-
ingly reduced.

The control of investment is one of the key positions
from which to launch a grand attack on unemploy-
ment. It is not enough to control credit and currency,
we must also control investment, both in quantity and
direction. If the Planning Department of the Govern-
ment is to be regarded as the peaceful equivalent of the
Committee of Imperial Defence, it is the duty of the
National Investment Board to place at its disposal a
financial * mass of manceuvre *.

3 In relation to the Stock Exchange, for example.



CHAPTER XXIII
CONTROL OF SHORT-TERM CREDIT

IN the execution of a Socialist financial policy, the role
of short-term credit from the banks is less important
than is sometimes supposed. It has been one of the
faults of capitalist finance to rely too much on short-
term credit.* Some of our basic industries and
services, such as transport, have no need for short-
term credit at all. They pay their way as they go
and depend, for development, on long-term credit and
on the reinvestment of their own surpluses. Other
basic industries could, and should, be made largely
independent of bank credit, and this should be done
when they are financially reconstructed on Socialist
lines. Fixed plant should never be financed by short-
term credit, which should be confined to the provision
of working capntal from time to time.? Socialised in-
dustries, moreover, might find it more convenient, and
cheaper, to finance their short-term requirements

3} The German finandial crisis of 1931, for example, was
much intensified by the misuse of short term credits from
abroad, which had been used in many cases to pay for the
installation of fixed capital.

* Nor, of course, sbould all working capital be provided in
this way. °** A well-run Joint Stock Company *, as Mr. Cole
observes, ‘* keeps back a part of its profits—often a consider-
able part—for accumulation in the form of reserves; and
these reserves are used both to provide working capital and
to release the business from its dependence on bank credit *
(Imtelligent Man's Guide through World Chaos, p. 35)-

P.S. 231 : Q
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largely by inland bills, based on their own credit, rather
than by bank overdrafts. And an active policy of
national investment, as sketched in the last chapter,
will draw into long-term securities much of the money
now lying on deposit with the banks, vainly awaiting
short-term borrowers.

In spite of these considerations, however, short-term
credit will continue to be an important element in
our financial life. It is supplied at present principally
through the *“Big Five’’ Joint Stock Banks, which held
between them, in April, 1933, £1,773 millions out of
the £2,551 millions of depositsin British banks.! The
Big Five, moreover, control a number of the smaller
banks whose deposits are included in the latter total.

The Joint Stock Banks are to-day subject to much
criticism, by no means confined to Socialists.* They
are one of the least rationalised elements in our
economic life. There is a serious lack of co-ordination
between these Banks and the Bank of England, as was
emphasised by the Macmillan Committee.® There is
an equal lack of co-ordination between these Banks
themselves, This is illustrated by the ridiculous and
wasteful multiplication of branches all over the country,
The number of branches of the Big Five increased by
15 per cent, from 7,423 to 8,538, between April, 1926,
and April, 1933. Many of these are quite unnecessary
and many are housed on unnecessarily expensive sites.

2 These figures are taken from Socialism and the Condition
of the People (published by the Labour Party, price 2d.}, on
which I have drawn freely in what follows.

2 See, for instance, an article on The Banks and Public
Opinion, in the Banking Supplement of The Economist, May
12, 1934, and the speech of Major Hills, a Conservative M.P,,
in the House of Commons on July 4, 1934 : ‘' I am perfectly
certain that we cannot go on in our present hapbazard way.
. ... There must be some control over the Joint Stock
Banks.”

* Report, pp. 160-1.
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Often five branch banks, one for each of the Big Five,
sit in a row along a main street, or face each other
across a market square. In Park Lane I have counted
no fewer than seven banks within a hundred yards
. or so, competing for the custom of the local inhabi-
tants. Often, especially in London, the same Joint
Stock Bank has separate branches within a stone’s
throw of each other.

Each of the Big Five has a large and highly paid
directorate, many of whom, it may be surmised, are
mere passengers. Thus Barclays in 1932 had a central
directorate of forty-four members, Lloyds of thirty-
three, the Midland of thirty-three, the National Pro-
vincial of twenty-four and the Westminster of twenty-
six. In addition Barclay’s had ninety-eight local
Directors and the National Provincial thirty-one. The
corresponding figures for the other three are not pub-
lished. Directors’ fees amounted to £304,624 for the
year 1931 (Barclays, £93,236; Lloyds, £69,619 ; Mid-
land, £50,411; National Provincial, £47,581; West-
minster, £43,777). These figures do not include
Managing Directors’ salaries.

So heavy are the Banks’ running expenses that it
is understood that a minimum of 2 per cent has to be
charged as interest on advances in order to cover these
alone. This explains why, although the bank rate has
stood for several years at the record low figure of 2
per cent, the Joint Stock Banks have refused to make
any appreciable reduction in their interest charges on
advances and overdrafts, which remain round about
5 per cent, though they have shown no hesitation in
reducing the rate of interest which they allow on
deposit accounts to § per cent. The policy of cheap
money has thus been held up, and in large measure
rendered ineffective, by this obstacle of the excessive
expenses of the Joint Stock Banks., While trade and
industry have been impoverished, the Banks almost
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alone have flourished, having maintained, by virtue
of their semi-monopoly, high dividends varying from
14 to 18 per cent.!

There is, moreover, a lack of social purpose in the
use of the Banks' resources. There is no relation -
between public policy and the granting of credits to
industry. Advances are often made to mere specu-
lators, and to assist businesses which have no social
utility, but are often withheld from socially valuable
and financially sound undertakings. The Banks have
also shown a lack of enterprise in making advances.
Large additional credits have been placed at their
disposal, as a result of the Bank of England’s open
market operations. Yet in recent years, while their
deposits have risen, their advances have fallen. They
have pursued a passive rather than an active policy.
Instead of assisting trade recovery, they have been
content to buy increasing quantities of gilt-edged
securities.

To remedy these defects, the Labour Party proposes
that the *“ Big Five "’ should be amalgamated into a
single Banking Corporation, with a comparatively small
directorate, of persons appointed by the Government,
on grounds of ability and willingness to carry on the
work under the new conditions, in place of the five
existing large directorates. A large saving would thus
be effected in directors’ fees, of the order of £250,000
a year. Part of this could be devoted to the creation
of a really efficient statistical and research department,
which none of the Big Five now possess.

The general managers, managers and other staff of

1‘ The Chairman of the Midland Bank explained that an
average reduction of 1 per cent in the rate on overdrafts
would necessitate either a reduction of the salary bill by
one-third, or the suspension of dividend payments. Much of
the force of this argument, however, was removed when Mr,
McKenna, in the same speech, announced an increase in the
Midland Bank's profits *’ (Economist, May 12, 1934).
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the Big Five would continue in employment under the
new directorate, and would probably furnish some mem-
bers of it. In view of current misrepresentations, it
should be emphasised that the new directorate would
not consist of politicians—a number of the present
directors are Tory politicians—but of energetic people
with financial knowledge, including competent prac-
tical bankers. It might be convenient, for ligison pur-
poses, that the Chairman of the new Board should be
one of the Assistant Deputy Governors of the Bank
of England. The Banking Corporation would stand,
broadly, in the same relation to the Government as
the Public Corporations proposed to be set up in
other socialised industries and services.

If, as is very probable, it were found, after the
amalgamation had come into full effect, that a smaller
staff was required than at present, the reduction should
be brought about, not by the dismissal of existing staff,
but by checking new recruitment, and by speeding up
the process of retiring the older officials on pension.
And there should be a reduction in the large amount
of overtime now worked. There should also be better
facilities for promotion, on merit and not by favouritism,
of young and active employees.

The Banking Corporation would be required to co-
operate with the Bank of England and the National
Investment Board in giving effect to the National
-Plan of Development. But it would be required to
carry on the business of deposit banking efficiently and
to safeguard the interests of depositors by keeping a
sufficient proportion of its assets in liquid and easily
realisable form. It is for consideration whether the
deposits should be explicitly guaranteed by the
Government, as the deposits in the Post Office Savings
Bank are now. If it were generally felt that such a
guarantee was necessary, in order to create confidence
in the new institution, it should be given,
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The Corporation should exercise a large measure of
discretion in dealing with particular applications for
credit, especially from private individuals and firms.
It would be both physically impossible and politically
undesirable for any Minister of the Crown to attempt
to adjudicate between the claims of private individuals
or firms to receive overdrafts, and still more undesirable
that Parliament, or individual members of Parliament,
should intervene in such questions of detail. On the
other hand, the basic industries, particularly those
organised as Public Corporations, must be assured of
adequate credit, either on long term, or through the Cor-
poration, or by inland bills or other appropriate means.

The shares in the Joint Stock Banks—which only
represent 5 per cent of the Banks' resources, the rest
being furnished by their depositors—would be acquired
by the Corporation at a reasonable and equitable price.
The shareholders would lose their present nominal
powers of control and would become, in effect, deben-
ture holders. They should be paid off as rapidly as
possible. The proceeds of the sale of redundant branch
premises, which should be carried out as the state of
the market permitted and should realise a considerable
sum, might be applied to such repayment. As repay-
ment proceeded, it might be considered whether an
agreed part of the surplus of the Corporation should
not be paid over each year to the Treasury.

A new credit institution should also be created, as
recommended by the Macmillan Committee, but under
public ownership and control, to grant intermediate
credits to approved industries and to agriculture.! This
institution should take over, at a fair valuation, the
frozen credits which the Banking Corporation will
inherit from the Joint Stock Banks, whose liquidity
they have so seriously impaired.

1 Possibly there should be a separate credit institution for
agriculture.
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Of the banks and financal houses, other than the
Big Five, which now receive deposits, some would most
conveniently be merged in the Banking Corporation.
Others, for special reasons, would continue to operate
outside it. Branches of foreign and Dominion Banks,
those Merchant Banking Houses which now receive
deposits, and the Co-operative \WWholesale Bank, would
fall into this category. Deposit banking, outside the
Banking Corporation, should, however, only be carried
on in this country in future on the grant of a licence
from the Government. And it should be a condition
of such a licence that there was no transfer to the
licensed bank of any substantial quantity of deposits
from the Banking Corporation.

This scheme of reorganisation, which I have out-
lined, would rationalise British deposit banking and
bring it into efficient relationship with other financial
institutions and with trade and industry. Differing
opinions are held within the Labour Party as to the
urgency of this change, relatively to others. It is held
by some that it should be made by the next Labour
Government at an early stage. Others would
it, until we have progressed some distance with the
socialisation of industry.! My personal opinion is that
events, impossible to foretell now, will largely deter-
mine this and other questions of priority. Lf, in spite
of clear statements of what we intend, our political
opponents perverse.ly misrepresent “ the national-
isation of the banks ** as meaning confiscation of bank
shares and deposits, and the control of banking by
incompetent politicians, and if, by the propagation of

3 See, for example, Mr. Thomas Jobnston's Finsuciers snd
mhmmpwxx.hmmmmtakng
this line, concluding that *~ so long as private indostry run
for profit continues, and to the extent to which it continnes,
xtshnkmgsysmmy-enconnm:houapuvmm
peise
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such lies, they start a flight of capital, or a run on the
banks, they may create conditions in which a newly
elected Labour Government will have no choice, but
to deal resolutely and speedily with this question. If,
on the other hand, such misrepresentation is either not
attempted, or, being attempted, falls flat, and if the
present directors of the Joint Stock Banks show a
willingness to co-operate loyally with a Labour Govern-
ment in its policies of development and employment,
and in so handling their investments as to maintain
the national credit, it may well be that other construc-
tive tasks will seem more urgent than the creation of
the new Banking Corporation.

It remains to consider the discount houses and the
acceptance houses. Control over these will be secured
through the socialised Bank of England and through
the Banking Corporation. A discount house cannot
function, unless it is able in case of need to discount
its bills at the Central Bank, or to borrow on them
from the Central Bank. An acceptance house, in the
same way, cannot function, unless its bills are taken
by the Bank of England, for, unless they are so taken,
they will not be bought by discount companies or by
the banks. All these institutions now show their
balance sheets to the Bank of England and render
returns of their foreign deposits. Moreover, they are
at present dependent for part of their funds on the Joint
Stock Banks, and would be similarly dependent, under
the new system, on the Banking Corporation.

There is at present a much closer relationship between
the Bank of England and the acceptance houses than
between the former and the Joint Stock Banks. The
acceptance houses, or merchant bankers, do three
classes of business—acceptance business proper, issuing
business and the holding of foreign deposits. The
acceptance business is essential to the carrying on of
British foreign trade. It also plays an important part,
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through the * Bill on London’’, in trade between
foreign countries. For the reason given above it is
directly under the control of the Bank of England.
Any control of British foreign trade; whether quanti-
tative or qualitative, which a Labour Government
might institute could, therefore, be operated through
the Bank of England’s control over the acceptance
houses. As explained in the last chapter, the per-
mission of the National Investment Board would be
required for all new issues, and in many cases the
intervention of the acceptance houses, and the charging
by them of a commission, would no longer be necessary.



PART V

PLANNING



CHAPTER XXIV

THE NATURE AND OBJECTS OF ECONOMIC
PLANNING

"Praxxine or drifting, looking ahead o living from hand

to mouth, are two different styles of conduct, I should|
define Economic Planning, in its widest sense, as the

deliberate direction, by persons in control of large

resources,! of economic activities towards chosen ends:

Planning is not, of course, a good thing in itself. It

will be good or bad, according to who directs, towards

what chosen ends, by what means, and with what skill.

But a good plan, well executed, is always better than

no plan at all.*

Economic Planning is to be contrasted with Laisssez-
fasre, Free Competition, Free Enterprise, the Free
Play of Economic Forces, Service through Profit-
seeking, Automatic Adjustments through the Price
Mechanism. These are the soothing phrases, or some
of them, which do duty in this controversy.

Anti-planners worship the God of the Free Market,
in which all prices, including wages, move freely under
the influence of ever-changing demand and supply, and
by their movements bring a double stream of blessings

1 The qualification * in control of large resources ** is neces-
sary, if we are to exclude from the definition the little economic
** planlets ** of small firms, or individual producers or con-
sumers. These are each too small for variations in the doings
of any one of them to have any appreciable effect on prices
or on total production or consumption.

243



244 PLANNING

to mankind : employment, on appropriately changing
terms, not only to all labour, but to all capital and
land as well, and satisfaction of consumers’ preferences,
for all who have money to spend, whether much or
little. This stream, they tell us, will flow ever more
abundantly, as capital accumulates and knowledge
grows and profiteers adventure, always on one con-
dition. Man must not tamper with the divine machine,

nor defy the inexorable laws which rule the economic
‘universe. All the world’s woes to-day—poverty, un-
employment, crisis—arise from such defiance. Man has
tried to plan, and brought down ruin on his impious
|head.”

Much time might be spent in examining these
doctrines of Individualism. But I have neither space
nor patience, in a book devoted to positive proposals,
for so negative a task.!

I desire to make only three points, in passing, on
the individualist theory of the anti-planners. The
‘ freedom "’ which they worship has strict limits,
which they seldom emphasise. The free play of
economic forces, which is to bring salvation, is to
operate within the legal framework of capitalism.
And this, as has been said already, frames social
inequality. Though he resents State interference in
general, it is no part of the individualist's creed that
the State should cease to interfere in one most impor-
tant particular, namely to enforce the law, which in
its turn enforces grave inequalities of wealth, status
and opportunity. The policeman and the judge are
not to be abolished. Private property in the means
Jof production, most unequally distributed and per-
petuated by inheritance ; the sanctity of contract;

3 I commend, however, Mrs. Barbara Wootton's admirable
discussion in her book, Plan or No Plan (Gollancz, 1934) of
the respective achievements and possibilities of an Unplanned
and a Planned Economy.
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the maintenance of law and order; the stiff class
structure of society ; these things would stand. In
freedom and opportunity all citizens would be equal
in law, yet grossly_unequal in

In the second place, the “ free enterprise '’ of the
individualists’ theory is not, as some seem to argue, a»
present possession, to be defended at all costs againSt
thie planners. It belonged to a short and peculiar
phase in our history, which has already passed away.
Freedom to compete implied also freedom not tol
compete, but to combine. Private monopoly, in all
its variations of degree and form—running from huge
trusts and combines to mere unwritten ‘* gentlemen'’s
agreements "'—is_both the child and the destroyer
of freedom. Not only is this trué within national
frontiers. The understandings of financiers and indus-
trialists cross frontiers and limit * free enterprise’’
internationally.

Free enterprise, therefore, is not a phrase which
‘accurately describes modern capitalism. In a large
measure, free enterprise has vanished. But private
enterprise, by no means the same thing, remains the
dominant type of economic organisation.

Thirdly, a word as to price movements. The in-
dividualist of the more intellectual type makes a great
parade of these, He shows, with great elabdration of
argument, that they perform an indispensable function
in an unplanned economy. They secure the most
economical distribution of limited supplies of goods,”
and also of “the agents of production”. * Most
economical ”’, in this context, means most closely in
accord with effective demand, whether of consumers,
or of business men, no account being taken either of
inequalities of income, or of the social utility of rival
demands. It is a pretty picture. Planning, indivi-
dualists think, would smudge the picture, and be ** un-
economic *’. Some go so far as to maintain that a
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Planned Socialist Economy could not be * rational *’,

ssince it could not reproduce, in their completeness,
these indispensable price movements of * free
capitalism "',

Such arguments against Socialism—and they apply
equally against the privately planned Monopolistic
Capitalism, which is developing around us—over-
reach themselves. They prove too much.

The practical application of this worship of price
movements is illustrated by the following historical
incident.! A famine was anticipated in an Indian
Province. The Government was advised to build up
a reserve supply of grain, but refused, on the ground
that, if it were known that grain was being stored,
speculators would be inactive and prices would fail to
rise in anticipation of a coming shortage and that, if
prices failed to rise, the most economical use of grain
would not be promoted. The Government, therefore,
laid up no reserves, the famine came, and the people
died like flies. This was laissez-faire in action.

What is it, of practical importance to a Socialist,
which emerges from individualist disquisitions on price
movements ? Only this, that, in so far as we retain
prices at all in our economic system, and a price
mechanism—and on grounds of practical convenience
we shall certainly retain it, though possibly its range
will be narrowed—we must study the working of this
mechanism, lest its unanticipated movements defeat
our purposes,?

I turn from these reflections on Individualism to the
consideration of Planning.

" Planning is not the same thing as Socialism.

1 Related by Professor Jacob Viner of Chicago in a lecture
at the London School of Economics in 1933.

31t is one of the great merits of Mrs. Wootton's book,
Plan or No Pian, that she makes this study, and relates it
to the Planned, as well as the Unplanned, Economy.
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Socialism is primarily a question of ownership, planning
a question of control or direction. Planning is not
necessarily in the public interest, nor are those who
direct it necessarily the agents of the State. There is
private planning towards private ends and social
planning towards social ends. And these are quite
distinct in theory, though in practice we find hybrid
forms. ¥ ¢

- Privately planned capitalism holds many ugly possi-
bilities, some of which in various parts of the world ¥
have already begun to be experienced. Private
monopolies may ruthlessly exploit the labour of vast
populations and the natural wealth of great areas.
Private monopolies may grow into giants, link arms
with other giants, and tread the earth as masters,
making their profits as much from buying govern-
ments, including judges and officials, as from selling
goods. Their chosen ends are power and plunder.
Their means are manifold. Sometimes they aim at
building up demand by bribery, false statements or
law breaking. Thus some armament firms and some
drug traffickers, to take only two examples, have been
known to collect business.

Sometimes, demand being given, they limit output
in order to raise prices and bring profits to a maximum.
These are the elementary economics of monopoly.
And clearly, when output is deliberately restricted,
below what would be forthcoming under competition,

1 Logically there are five alternative systems—extreme
types between which, in reality, lie many intermediate, or
mixed, arrangements. These five are Unplanned Capitalism,
Privately Planned Capitalism, Socially Planned Capitalism,
Planned Socialism and Unplanned Socialism. The last of
these is, I think, of theoretical interest only, combining public
ownership of the means of production with free movement
of all prices. In practice this is a most unlikely combination.
But perfectly possible, if any society chose to adopt it. See
Professor Cassel's Theory of Social Economy.

P.S. R
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employment is Lkewise restricted. In this and other
ways private planning under capitalism often creates
unemployment. Thus ' raticnalisation’ schemes,
justitied at first sight on grounds of efficiency and lower
costs, but pursued wholly without regard to social ends
or any socially designed plan, make whole townships
and industrial areas derelict, deserts from which the
waters of enterprise have drained away, leaving behind
them pepulations without work or hope and social
capital—buildings, public services, public amenities—
falling into ruin. The ghost towns oo Tymeside. in
South Vales, and other devastated districts, bear
witness to these processes of private planmng. A
society, subject to such influences, it has been truly
said, is “ more planned against than planning ™.

“Since, therefore, private planning is, at the best,
non-social and in many cases plainly anti-social, and
since, in any case, it is not an instrument strerng encugh
to change chaos and poverty into order and prospenty,
the minds of many who would pot call themselves
Socialists turn towards social plannirg, or towards
plans, part private and part social?

There are difficulties m the apphc:mon of social
planning within the framework of capitaliism. But
these are not, as some theorists allege,? K wnherently ™
msuperable. Such beginnings, moreover, may acceler-
ate the transition to Socalism.

The practical Socialist wil hold that, both in the
expanding socialised sector and in the dwindling private

3 There is a growirg literature in Exgland oa this subiect.
Sir Arthur Salter's Frameword of a8 Ordered Sovwety, S Basd
Elackett's Planned Mowev (a titie too narrow to descnibe the
book, which discusses also plarning in industry!, Mr. Hareld
Macmillan's Kecossirwzion, @ Fiea for @ Nasnwnal FPuocy, are
examples of it. Rathenan in Germany was a forerunper.
See his book Is Davs 20 Come.

? Here some indivadualists and some communists are found
chanting in wnison.
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sector, there should be social planning. In the chapters
‘which follow, I am concerned only with social planning
that is to say with the deliberate direction by agen
of the community * of economic activities towards ends,
chosen on grounds of social, not of private, advantage.

What are these chosen ends? * Plan for what ?
—our critics ask. ~ There need not be only one object
in our planning. There may be several, jointly pur-
sued. And these may vary with circumstances. The
two outstanding examples of planning on a large scale
in recent times are furnished by the World War and
by the Soviet experiment. The object of the former
was to win the war. That and nothing else. And it
is on record that the reluctance of British business men
to abandon profit-seeking and the pursuit of * business
as usual ”’ in the supply of shipping, food and muni-
tions nearly lost the war.

The main objects of planning in the Soviet Union I
have tried to summarise elsewhere as follows.

To avoid the economic crises and trade fluctuations
of capitalism; to keep the whole working population
in continuous employment and to raise their standard
of living, without itting the growth of large in-
equalities, to a level higher than that of the workers in
capitalist countries; to achieve a large measure of
economic self-sufficiency and, as a means to this end,
to stimulate to the utmost the industrialisation of the
country.?

For Western Socialists, in peace tune the general
object of planning is the maximum social advantage
Our particular objects are to wage peaceful war on
poverty, insecurity, social inequality, and war itself.

1 Men sometimes act, in effect, as agents of the community
without express appointment. Those, for example, who
founded and carry on the work of the National Trust for the
Preservation of Places of Historic Interest and Natural Beauty,
as to which see Chapter XXVII.

* Twelve Studies in Soviet Russia, p. 31 (Gollancz, 1933)."
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The surrounding conditions of British planning, and
many of its methods, will differ widely from the
Russian, but we shall have many objects, though not
all, in common.

I have argued in an earlier chapter that in every
modern community there is a nucleus of Socialism, a
socialised sector, wide or narrow, in its economic life.
Likewise in every community there is a nucleus of
social planning, chiefly within the socialised sector, but
extending also into the private sector. Social progress
in public education has been planned, and in public
health. No ‘ invisible hand "’ of the God of the in-
dividualists brought these public services. No mere
** price movements '’ created them. Likewise the State
Budget is, within its limits, a rudimentary form of
planned economy.

L"Plans are seldom exactly realised, and should.be

ways in_ process of .reyision. Planning is only a

method of trial and error, an alternative to the trial
and error of Unplanned Capitalism. Planners will
“make mistakes, miscalculate the future, sometimes
waste wealth and opportunities, often change direc-
tion. But they, at least, have their eyes fixed, not on
abstractions, but on realities.»

Social planning may be considered in four stages,
two national and two international. First, the national
planning of particular industries or services, each con-
sidered separately ; second, national planning covering

«a number of different industries or services, and co-
ordinating the national plans for each; third, inter-
national planning covering the same industry or service
in a number of different countries; fourth, inter-
national planning, co-ordinating a number of national
plans, each of which covers a number of different
industries or services.

In Part III of this book I have been concerned with
planning in the first stage. In Part IV partly with
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the first and partly with the second stage, as illustrated
by the control and direction of financial resources. 1
shall now consider some further problems of planning
in this second stage.

International social planning is still largely in the
future. The cults of national self-sufficiency and
national sovereignty do not help to promote it. But I
shall touch on it in Chapter XXIX.



CHAPTER XXV

EMPLOYMENT THROUGH PLANNED
DEVELOPMENT

UNEMPLOYMENT is the greatest unsolved problem of
capitalism; in ferms of human values by far the
\greatest. In Britain in the autumn of 1934, as these
words are written, the total of registered unemployed
still stands above two millions. Since 1921 it has
never, save for a few weeks in 1926, fallen below one
million. Without a large dose both of Planning and

¥ of Socialism, I believe that no approach to a solution
is possible.

The point is often made that there is no unemploy-
ment in the Army, but great unemployment in private
industry. The Army falls inside the planned and
socialised sector of our national life and outside the
profit system. In51de the profit system we can only
do what “ pays ”’.” It does not ““ pay " to let all men
work and grow nch as science now makes possible.
Therefore, many millions must stay idle, and many
more millions poor.

The primary task of the next Labour Government
must be to make a large and rapid reduction in unem-
ployment. By its success or failure in this task it will
be judged. We must prove that we can plan away a
great mass of unemployment. Unless we are reason-
ably confident that, within the lifetime of a normal
Parliament, we can do this, we had better not take
office again, even with a Pa.rhamentary majority.

252
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The humiliations of the last attempt, in 1929 to 1931,
will bear no repetition.

“ Work or maintenance ”’ is a famous slogan, and a
moral precept which must be honoured. But we have
talked and thought much more of maintenance than
work in these despairing years. It is time to take the
Unemployment Problem and stand it on its head,
transform it into the Employment Problem, and do
our best to solve that.

To secure a large and rapid reduction in unemploy-
ment, we must pursue concurrently five lines of policy.
We must slow down the entry of the younger generation
into the field of employment ; speed up the exit of the )
older generation from this field ; reduce the hours of
labour ; plan and push national development; plan
and push international trade.

Some critics say that the first and second, and
even, some would add, the third of these policies are
only juggling with the unemployment figures, that
they do nothing to increase employment, but only put
a new label on some of the unemployed, and redistribute
an undiminished total of unemployment in a different
way. It is even argued that they will increase the
total, by imposing new burdens on * industry ** and
on the taxpayer. Paying for younger people to stay
longer at school or college, or paying older people to
retire, or sharing the same amount of work, or possibly
a less amount, among more workers, does nothing, it is
said, to diminish in any true sense the volume of
unemployment.

But let us be clear what we mean by unemployment.
Unemployment is unwilling idleness, The unemployed
man is an outlaw, against his will, from the productive
process going on around him. But leisure is not
unemployment ; education is not unemploymeént ; rest.
from toil, in the evening of life or in time of sickness
or physical incapacity, is not unemployment.
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. We seek to create full employment, for all who are

able and willing to work, within the age groups defined
by public policy as the working years of life, and for
the hours laJd down by law or determined by collective
bargaining. ™ It seems natural that, as productivity
grows, the age of entry into employment should be
raised, and the age of exit lowered, that hours of work
should be reduced, and the good social habit of holidays
with pay extended. These would indeed, in a well-
organised community, be the natural consequences of
economic progress and of “ labour-saving ** invention.*
But under modern capitalism these consequences do
not follow, productxon lags behind productivity, and
* labour saving ' ‘assumes grim and unnatural forms.

Regarded from this angle, Socialism is a planned return.
to_natyre.”

I shall deal in this chapter with the fourth line of
policy indicated above, that of national development.?
iA National Plan must provide for a large and varied
programme. This should be the strongest of all the
forces, which we can quickly set in motion, for increas-
ing employment. It is not difficult to make a long
list of desirable developments, which would confer
great social benefit on the community. Here are some
leading items in such a list.

Building, including houses,® schools and hospitals,

! I have drawn some arguments and examples in the para-
graphs which follow from the Section on * Planned Develop-
ment of National Resources *’ in the pamphlet, Socialism and
the Condition of the People.

3 The Labour Party’s programme in regard to housing is
set out in detail in the pamphlet Up with the Houses ! Doum
with the Slums /! accepted at the Southport Conference in
1934. One of its principal features is the establishment of a
National Housing Commission, to be appointed by the Minis-
ter of Health to act as his agent in planning and executing,
either through the Local Authorities or, if necessary, directly,
a large scale building programme. This Commission, if
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worked out in accordance with regional plans; elec-
trification, including the electrification of the railways ;
the erection of plants in the mining areas for the
extraction of oil and other by-products from coal;
land drainage and water supply, to be worked out in
conjunction, and based on regional plans ; agricultural
development, including a vigorous extension of affores-
tation and forest holdings ; roads, bridges and harbour
and port improvements; municipal developments of
many kinds ; the re-equipment of socialised industries,
and also of certain industries not yet ripe for socialisa-
tion, but requiring drastic measures of reorganisation
under public control.

Such a programme would provide additional em-
ployment in a large number of different industries, in
many different parts of the country, and mostly within
the socialised sector, or within the range of early addi-
tions to it. It must be a varied and well-balanced
programme. Ambitious schemes of public works have
sometimes failed, in other countries, to produce the
anticipated results, not because they were too am-
bitious, but because they were insufficiently varied in
their composition.! Not too many eggs, but too few
baskets.

We must restate the theory, and reshape the prac-|

suitably composed, will, in my judgment, supply a central
driving force which has often been lacking in the past. The
Minister of Health himself is too heavily burdened with other
duties to be-able to give proper attention to housing, in respect
of which his Department has established as yet no conspicuous
tradition of positive activity. A slow and sleepy interchange
of letters with Local Authorities, and a presumption that
** No ** rather than ** Yes " is the correct Whitehall answer,
are not sufficient.

? In post-war Germany, for example. See Mr. Brinley
Thomas’s account in Part II, Chapters VI and IX, of Un-
balanced Budgets, A Study of the Financial Crisis in Fifleen
Countries, by myself and other authors (Routledge, 1934).
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tice, of public works, viewed as a remedy for unem-
ployment The old theory, propounded by many
economists, mcludmg some Socialists, was as follows.
*When private works failed, more conspicuously than
usual, to employ the working population, then public
works should be called in, to restore and stabilise the
demand for labour. * Public works were regarded as a
/balancing factor, to be expanded in times of depression
and contracted again in times of boom, in order to
“iron out fluctuations in the demand for labour '’
And this demand for labour, under capitalism, always
fell far short of the supply. Except during the Great
War !¢
In practice, the normal field of private works was the
whole field of private industry. Public works were
warned off this grass. There must be no trespass on
the preserves of private property, no “ unfair compe-
tition with private enterprise *’.! Public works must
be fed on the scrag ends of economic activity. The
socialised sector must not be extended. This limita-
tion, imposed as much by the timid and antiquated
opinions of influential individuals as by the political
conditions of Minority Government, was accepted by
the Second Labour Government as a whole, though
resisted by some members of it. ‘ We have done all
we can on roads, and schools, and telephones, and
paddling pools for the children in the depressed areas,”
it was said. “ What more can we do?’’ Some Minis-
ters added, first quietly in private, then, as ‘ the
crisis ”* developed, more loudly, and finally in public,
“ unemployment is still going up. That means that
we have carried these public works too far. Many of

1 Housing in this country is on the borderline between pri-
vate and public works. Private enterprise and its advocates
resent the activities of public authorities. Hence the miser-
able see-saw of British housing policy since the war.
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them are uneconomic anyhow. We must practise
economy and cut them down .

Even so, the Second Labour Government’s public
works policy, limited in scope and slow, muddled and
half-hearted in execution as it was, was not a failure.
* During the years 1929-1931,”” as Mr. Colin Clark
has pointed out,® owing to causes outside British
control,

the number of those employed in the export trades was
almost halved, putting an extra million men and women
on to the unemployment register, not counting the in-
direct effects on other trades. But we were able to
battle with some success against this terrific tide, and
actually to increase the number working for the home
market. By 1931 expenditure on public works was
some £600,000 a week in excess of what it had been in
1929. Even though a certain amount of this was frit-
tered away in contractors’ profits, etc., it represents
directly and indirectly the employment of some 250,000
men. The National Government has cut public capital
expenditure to below the 1929 level, and has thus in-
creased unemployment by more than this amount.

The Labour Government’s policy was not a failure, in
spite of Mr. Snowden’s too tight grip on money and
Mr. MacDonald’s and Mr. Thomas's too loose grip on
ideas. But it was far less of a success than it might
have been.

We must move to a new point of view. Public

1 Public works were only palliatives. He would rather
put ten men into permanent work than forty into work which
would not last. This statement, made by Sir Wyndham
Portal (TAe Times, Sept. 10, 1934), whom the National Govern-
ment appointed to inquire into the distress in South Wales,
is a perfect expression of the old-fashioned ‘views. Why
should public works give only temporary employment ? And
why make the absurd suggestion that private capitalism gives
‘ permanent work "' ?

8 The Control of Investmens, pp. 8-9.
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works must be started and expanded, not as mere

\- supplements to private works, but on their own merits,
as projects of public development, hitherto neglected,
and of employment. If they extend the socialised
sector, so much the better. The useful work waiting
to be done is practically unlimited. Our available
resources are very great, and a large part of them is
lying idle. Let us marry the one to the other. The
full employment of all our resources in men, material,
‘machines and money is the road to higher standards of
\life and greater public wealth,

This seems and, in my judgment, is the plainest
common sense. But there are some, including very
high and respectable authorities, who see it otherwise.
These may be divided into two schools. “One sees in
such proposals, not the road to wealth, but the road to
ruin. The other sees no road at all, no road to any-
where, but only a turning round and round in our
own tracks.”

I will deal shortly with these two schools of objectors,
beginning with the second. This represents the
famous so-called * Treasury view . ‘It is the ortho-
dox Treasury dogma, steadfastly held, that whatever
might be the political and social advantages, very little
additional employment and no permanent additional
employment can, in fact, and as a general rule, be
created by State borrowing and State expenditure.”
These are the words of Mr. Winston Churchill in his
Budget speech of 1929. Either borrowing or taxation
to finance public works will merely divert money and
labour from private works. It will lead to no additional
investment or employment. It will only substitute
one form of investment and employment for another.

« This Treasury view would be correct, only if there
were no unemployed resources, or practically none.
And then it would be true of all new works, private not
less than public. Every new demand, no matter
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from what source, for labour or goods or money,
would then be a diversion from, not an addition to,
other demands. Every private employer, who built
a new factory, would prevent another private em-
ployer from doing the same. The only place in the
modern world where the Treasury view is even approxi-
mately true is Soviet Russia, where a planned economy
has practically banished unemployment. And this is
both a result of planning, and a strong reason for its
continuance, so that an intelligent choice may be made
between what really are alternative employments, both
of labour and of other resources.

Our fundamental choice is different. It is a choice],
between employment and unemployment. In the
presence of unemployed resources, human, material
and financial, on the scale to which we have, to our
discredit, become accustomed, the Treasury view is
quite untenable.! / This ** orthodox Treasury dogma *’,
if really * steadfastly held *’, leads to the absurd con-
clusion, contrary both to reason and experience, that,
however great unemployment may be, it can never be
diminished. For if no public borrowing or expenditure
can diminish it, neither can any private borrowing or
expenditure, There is no valid ground, s» this con-
nection, for distinguishing between new public and new
private works. Both lead to a demand for labour,
materials and money. Both, when these are available
and not in use, reduce unemployment.* Common sense,
therefore, triumphs over the Treasury view.

1 Sir Basil Blackett, himself an ex-Treasury official of some
distinction, is reported in The Times of September 22, 1934,
as saying that, “‘ in present circumstances, the Treasury has
been unduly influenced by old-fashioned orthodox views ™.

% As the quantity of unemployed resources shrinks, the
chance that new demands will be diversions, not additions,
grows, When the quantity is small, diversions will be rela-
tively large. When the quantity is zero, all new demands
will be diversions.
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I turn to the other school of thought which rejects
the policy of public works, regarding these as the road
to ruin. This school, again, has two main branches.
The first is simply anti-Socialist, opposed to public
works and public enterprise as such. Against this
doctrinaire opinion the whole argument of this book is
directed. There would be no advantage in summaris-
ing it at this point. The second branch admits that
some public works might, if we could afford them,
bring additional employment and some social advan-
tage, but argues that we cannot afford them on any
considerable scale and that, if we spend much money
on them, we shall be ruined. This argument I believe
to be plainly wrong.

What a man can * afford ”’ depends upon his income.
The larger his income, the more he can afford. He
may be living in poverty, because his earning powers
are rusting unused. Could he but bring them into
use, he could afford many things now beyond his
reach. As with a man, so with a family, so with a
community. These thoughts are elementary. But
they are none the less true.

This is a comparatively wealthy country. The
wealth is very badly distributed, a few being very
rich and many very poor. But, at this stage in my
argument, the distribution of wealth is not the most
important point. The most important point is that
our wealth is far less than it might be, because more
than two million people are unemployed, are producing
no wealth, and are being kept alive, at a miserably
low standard of life, out of the wealth produced by
the others, and because much land, many machines
and large stocks of goods are also not being used.
We cannot afford to allow all this unwilling idleness
of human beings and all this wastage of material things
to continue. As a community we should be much
wealthier, and as individuals we could afford to buy
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many things which we lack now, if we set our idle
workers to produce new wealth, with the aid of our
idle material resources.

The critics, whose doubts we are now examining,
ask : Where is the money to come from to pay for all
these things? In one sense this is a foolish question.
Money is only a convenience to assist exchange, a
lubricant of the economic machine. Fundamentally
men live by exchanging the products of their labour,
though, in a capitalist society, a large part of the pro-
ducts go to those who have not laboured, some to
private property owners and some to unemployed
workers. If there are more products to exchange,
then, unless, as often happens, capitalists destroy them
before they can be exchanged, so as to profit by artificial
scarcity, wealth will be greater, and if the greater
wealth is more equally distributed, human well-being
will be greater still.

But the question admits, after all, of a series of
quite simple answers. The money to pay for all these
things will come, partly from the money which is now
being paid to the unemployed, who will be reabsorbed
in useful work ; partly from the savings which are now
running to waste, financing losses instead of new invest-
ment ; partly from the new money which will be
created, in the form of additional currency and addi-
tional bank credits, in pursuance of the monetary
policy outlined in Chapter XX, whereby the general
level of prices is kept steady and purchasing power
expanded in proportxon as production expands.?

From this digression, in which I have been discussing

3 Any reader, who finds this discussion too simple or too
summary, may be interested to read also Mr. Keynes's
Essays in Persuasion, Part 11, Sections 4, 5 and 6, Mr. Colin
Clark's pamphlet on The Control of Investment and his article
in the Ecomomic Journal of June, 1933, and the American

Report of the Columbia University Commission on Economic
Reconstruction (Columbia University Press, 1934).
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objections to any large programme of national develop-
ment and employment, I return to the actual programme
whichI havealreadyoutlined. There will, of course,bea
limit to the total programme which can be financed dur-
inganygivenperiod. Butthislimit will be elastic, rather
than rigidly fixed. It will depend on the savings, both
individual and corporate, available for investment, the
corporate savings including those of public bodies and
socialised undertakings. It is essential that the pro-
gramme should be big enough to ensure the absorption
of all these savings and prevent any wastage. It has
been truly said that Socialists have to consider, not
only the problem of providing savings for enterprise,
but also the problem of providing enterprise for savings.
Principally, and increasingly as the socialised sector
and the range of public works extend, it will be public
enterprise which will take care of new savings. But
private enterprise will continue, for a considerable time
to come, to be a not unimportant factor. In addition
to individual and corporate savings, there will be
another source of finance for capital development,
namely taxation. Some forms of public capital ex-
penditure, such as afforestation and roads, are to-day
financed by taxes. There is no reason for disturbing
this practice, which may indeed be extended to other
suitable cases. A Development Fund, fed from
taxation, should be set up and applied, probably by
loan and revolving credits, to selected public develop-
ments. This element of taxation helps to give elas-
ticity to the limit of the total programme of develop-
ment in any given period. Its magnitude must be
determined by the Government, which must take de-
cisions from time to time on the relative importance of
consumption and construction, enjoyment in the
present and provision for the future.

The financing of any really large development pro-
gramme must be mainly by loan. For this programme
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must begin at the beginning of the next Labour Govern-
ment’s life. It cannot wait till this industry or that
has been socialised, and has acquired a surplus. And
loans must come from persons and institutions possess-
ing loanable funds. This will be the initial situation,
which no rambling rhetoric can alter. Wemust borrow
from those who have money to lend. Even borrowing
from socialised banks would only be borrowing, in
effect, from their depositors.

In all projects which are being financed by loan,
including cases where money raised by taxation is lent
through the Development Fund, the cost of the pro-
jects will depend on the rate of interest charged.
Every fall in the rate of interest will make a substantial
difference to the cost of big schemes.?

It is essential, therefore, to keep down the rate of,
interest, both long and short term, to the minimum.
Our socialised banking policy both should and can
promote this end.

The short-term rate is largely within the control of
the banking system itself and of the Treasury, espe-
cially if we keep free from the shackles of the gold
standard. The Bank of England can keep its own
bank rate low, and by open market operations on a
sufficient scale can increase the resources of the clear-
ing banks sufficiently to enable them to lend large
sums at low rates.

But, as I have argued elsewhere, it is a mistake to
exaggerate the importance of short-term credit, and
of the clearing banks, in the national economy. The
long-term rate of interest is more important than the
short-term rate, especially in relation to a programme
of development which should be financed by long-term
investment, not by short-term credit.

In 1932 the long-term rate on British Government

1 T have illustrated this in Chapter XIII “from the case of
the electrification of the railways.

P.S. s
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securities fell sharply from 5 per cent to 3} per cent.
This was the result, not of * natural forces '’, but of
steps taken by the Bank of England, in consultation
with the Treasury, to facilitate the conversion of the
5 per cent War Loan. The Bank in that year under-
took open market operations on an unprecedented
scale, increasing the resources of the London clearing
banks by £246 millions, of which they invested £176
millions in British Government securities, thus raising
their price and bringing down the rate of interest.
Some critics argued that a rate of 3} per cent was
‘“ artificially low” and could not last. They have
proved wrong. The rate on Government securities
has since fallen below 3 per cent and the rates on other
securities have moved downwards correspondingly.
The fear is sometimes expressed that, if economic
activity revives, interest rates will rise. This fear is
based on the belief that the banking system will unload
large quantities of securities upon the market, in order
to lend the proceeds of such sales to industry. -

But there is no reason why this must happen. It
can be prevented by the continuance on an appropriate
scale of open market operations by the Bank of Eng-
land. New credits could thus be furnished by the
clearing banks from the additional resources which
would thereby be created for them, and by some reduc-
tion in their reserves, now unduly high. They would
not need to unload their present gilt-edged invest-
ments. Moreover, increased economic activity re-
quires, much less than of old, advances from the
clearing banks. Other methods of finance, as I have
pointed out above, are becoming increasingly impor-
tant.

Given anything approaching full employment of
our human and material resources, the funds avail-
able for new investment would be very much greater
than to-day, and would create conditions favourable
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to the maintenance of a long-term rate of interest
even below the present level.! It makes no difference
to this argument whether these funds are put on loan,
or directed increasingly, by way of taxation, into new
investment. In the latter case, the Government, or
the body in charge of the Development Fund, could, of
course, determine its own rate of interest. This, if
we choose to call it so, would be a * managed ’’ rate
of interest. Already, however, we have to-day a
* managed *’ market for loans. Management through
open market operations, embargoes on foreign lend-
ing, etc. keep the rate of interest below what it would
bein a‘ free’market. Themarket should be managed
still more actively, with the same end in view.

Another weapon of * management ”’, to this end, is
- the giving of a State guarantee of interest and principal
on selected loans. This, for the Treasury, is the cheap-
est of all forms of subsidy to employment. Even if
some guarantees are sometimes called, this method may
still show a substantial balance of advantage. I have
already suggested the conditions under which such
guarantees should be given, including a public share
in any assets created. An amended Trade Facilities
Act should be passed and freely used. Export credits
also should be extended.

The effect of a programme of national development
on our public finance is exceedingly important. It
would make itself felt on both sides of the national
budget. It would reduce expenditure on the main-
tenance of the unemployed, through reducing their
number, and it would increase the yield of taxes at
given rates, by increasing incomes and the consump-

1 On all this, see an interesting speech by Mr. Keynes,
some of whose arguments I have here summarised, reported
in the New Statesman of February 24, 1934, to the Annual
General Meeting of the National Mutual Life Assurance
Society.
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tion of taxed commodities.! It would thus relieve
budgetary stringency and make possible further pro-
grammes of social development and extensions of social
services which, owing to the effects of years of trade
depression, are at present out of our reach.t

Not everything can be done at once. But our
financial resources, properly handled, are ample to
support a big development drive. And, given good
planning, the harder the drive, the faster our national
wealth and financial resources will grow.

When the next Labour Government takes office,
a large and varied programme should be put in hand
quickly. We must get a flying start in overtaking
unemployment.

1 Moreover, every fall in the rate of interest increases the
yield of the death duties by increasing the capital values on
which they are assessed.

* Mr. Keynes in his pamphlet, Means fo Prosperily (pp.
9-15), estimnates that, in present circumstances in this country,
every £150 of new loan expenditure gives employment, directly
or indirectly, to one man for one year, and hence that a loan
expenditure of {3 millions will employ 20,000 men, directly
or indirectly, for one year, and so save {1 million a year in
unemployment benefit (at the rate of {50 a year for each man
employed) ; and that the revenue will benefit from the new
expenditure to the extent of {450,000 a year, so that the
net benefit to the two sides of the Budget is nearly {1,500,000,
or close on half the new loan expenditure. Similarly {100
millions spent on housing would benefit the Budget by close
on £50 millions. These figures may be thought too opti-
mistic, but, even if they are scaled down considerably, they
show the budgetary possibilities of a bold programme.



CHAPTER XXVI
GEOGRAPHICAL PLANNING

By geographical planning I mean the deliberate social
control of the distribution within this island, and
within smaller areas forming part of it, of houses,
factories, agriculture, forests, open spaces, roads, etc. ;
or, in other words, the deliberate social control of the
use of the land, and of its allocation to different
purposes.

Within so small an island, so heavily populated, past
neglect to exercise such control has been a crime com-
mitted against this generation by its predecessors. We
have inherited a squalid anarchy. We must pass on
to our successors an ordered design, a civilised frame-
work of health, beauty and power.

Mr. John Burns's Housing and Town Planning Act
of 1909 dates the rebirth of an idea which, in this
country, had long been dead. Town planning had
become a lost art in Britain.! But Wren, after the
great fire of London in 1666, had planned on paper a
new and spacious and beautiful city, which, had it
taken concrete shape, would have set an example for
other British cities and towns to follow. But Wren
was defeated by the conservatism of shopkeepers and
the greed of vested interests.

In the disordered rush of the industrial revolution

1 A good introduction to the study of this subject is Pro-
fessor Patrick Abercrombie’'s Town and Couniry Planning
(Home University Library, 1933).

267
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there was no town planning. ‘' To-day,” in the words
of Mr. Thomas Sharp, “ the Victorian era is not so
memorable for its prosperity and Empire-building, as
for the legacy of sordid and ugly towns that it left
us.”' 1

The need for town planning, and for some measure
of geographical planning outside the towns as well, is
accepted now, in principle, by a practically unanimous
public opinion. But the acceptance, as yet, is passive,
rather than active. This is partly due to the weakness
of existing legislation, and to the lack of visible evidence
of its possibilities.

Let not Socialists deceive themselves with easy
phrases. The public ownership of the land would not,
of itself, solve this problem of geographical planning,
though every extension of public ownership will make
its solution easier. But if a public authority, owning
all land within its area, were blind to the needs and
conditions of planning, or clumsy in its handling of
them, or if it aimed simply at getting the maximum
revenue from its estate, there would be little improve-
ment. The question is much larger and more compli-
cated than that of mere ownership. On the other
hand, even while a large part of the land remains in
private ownership, planning by public authorities is
both practicable and urgently necessary.

Let us start from the simple case of town planning.

It is essential to town-dwellers that they should be
appropriately and decently housed, that they should be
able to get about their city in reasonable comfort, that
light and air and provision for out-of-door exercise and
recreation should be assured them, as well as such ser-
vices as sanitation, gas, electricity and water. If we
look at our great cities . . . as machines, we shall find

1 Ip his excellent book, Town and Countryside (Oxford Uni-
versity Press, 1933), P. 3.
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that they do not function as they ought. The inhabi-
tants, except for a fortunate few, are inadequately and
uncomfortably housed, and traffic is a chaos. There
are, as regards the buildings, a few picturesque survivals
and a mass of fine eighteenth-century architecture, but
for the most part the existing structures are mean and
unworthy., The whole urban scene is one of wasted
opportunities and inefficiency.?

The scandal of the slums is notorious. But we must
feel deeply ashamed also of the interminable miles of
more ‘ respectable’’ streets built during the last
century after the eighteenth-century tradition of good
building had been lost. Under Queen Victoria the
more pretentious specimens were trimmed in what has
been aptly named the ** Gaspipe Gothic *’ style ; under
King George V * Ye Olde Tudor ” is preferred. These
hideous creations of the speculative builder are tightly
packed, without regard to the planning of the streets
or the provision of open spaces. The housing activities
of Local Authorities, especially since the war, have
brought some improvement, both in design and layout.
Council houses are not all they might be. But they
are immeasurably superior to the cheap products of
the jerry builders. Though they sometimes suffer,
particularly in the areas of the smaller authorities,
from failure to employ an architect, they show, as a
rule, a democratic simplicity of line and an absence
of the snobbish, fussy, meaningless ornamentation of

¥ Mr. Frederick Etchells, preface to the English translation
of Le Corbusier’s City of To-morrow and its Planning (Rodker,
London, 1929), pp. v and viii. This is a book which every
planner should read. Whether or not we approve its detail,
or think it practicable in this hidebound world, it opens out
a wonderful imaginative vision of what a great modern-city
might be, and leaves us stimulated both by its Gallic bold-
ness and clarity of thought, and by its power and charm of
phrase, .
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the jerry builder, which is a relief to the eye ; and they
have space for little gardens round them.

But, though the housing programmes of many Local
Authorities have done something to relieve over-
crowding by moving numbers of families to healthier
houses and surroundings, the more fundamental
problems remain untouched. The continuous drift of
population into the large urban areas, and the un-
controlled growth of these, is the negation of all
planning. London, worst of all, ““ sprawls *’, as Pro-
fessor Abercrombie puts it, *‘ in shapeless confusion *'.
The population of Greater London rose between 1921
and 1931 by nearly a million, from 8,230,000 to
9,150,000. This increment is equal to ten towns the
size of Halifax or Wolverhampton, or twenty towns
the size of Carlisle or Worcester. And the rate of
increase is still accelerating.!

As this haphazard and sporadic * development ™’
proceeds, green fields and open country are continually
pushed farther and farther away from the great
majority of town dwellers, while the traffic problem
grows ever more intractable.? As multitudes come to
live farther and farther from their work, sleeping in
‘““ dormitory *’ suburbs, hours are subtracted from
leisure, and heavy costs incurred in money and in
physical and nervous strain, merely in travelling to
and fro. The gains of progress, and especially of a

1 For a very valuable study of this problem and a number
of practical suggestions for handling it, see the two Reports
of the Greatey London Regional Planning Committee, prepared
by Sir Raymond Unwin, and published by Knapp, Drewett
& Sons, 1929 and 1933.

s Some individualists are madder than others. One, a
well-known publicist, met me some years ago in the Strand.
There was an exceptionally bad traffic block. ** Look ”, he
said, ‘“at the result of State interference. This is what
happens when you try to interfere with the laws of supply
and demand.”
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shorter working day, are eaten up by the monster of
* transport facilities *'.2 .

In the centre of London and other great cities, large
new blocks of flats and offices are built in narrow
streets, making the traffic congestion worse than ever.
100,000 people still inhabit London basements and
only 37 per cent of London families live in single occu-
pation of structurally separate dwellings, either separ-
ate houses or separate flats. Meanwhile, owing to the
lack of open spaces, the children must play in the
streets, and some Local Authorities are praised for
restricting traffic in certain streets, in order that these
pitiful substitutes for playgrounds shall not be child-
ren’s death-traps. Every month that passes makes it
more difficult and costly to secure land for playing
fields and other open spaces, while uncontrolled building
encroaches on the outskirts of every town.

The approach to London by any of the main line
railways is an object lesson in planlessness. The
houses of the poor, and even their schools—such as
the large elementary school just outside Paddington
station—are seen strung along the railway, the worst
possible site, spoilt by smoke and noise, either for
dwellings or schools. Yet even in recent years many
Council houses have been built alongside railway lines,
Even some Local Authorities, apparently, think that
any site, however disagreeable, is good enough for
working people |

Smoky skies we have long accepted, with a tame

! Major Harry Barnes (Ths Slum, sis Story and Soluiion,
PP. 290~4) gives particulars of the distances between the
London railway termini and the principal housing estates
now being developed or acquired by the London County
Council. The average is ten to eleven miles. After these
termini are reached, bus or tram rides must be taken. A
man living outside and working near the centre will be lucky,
if travelling takes him less than two hours a day or costs him
less than five shillings a week.
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submission that does us no credit, as a necessary evil
of our modern civilisation. It is no such thing. The
emission of smoke from factory and domestic chimneys
and from railway engines can be stopped, whenever
we choose to stop it, at a trifling price, in money or
changed habits, compared with the benefits which it
would bring us. Electricity, gas, oil, central heating,
or smokeless fuel burnt in open grates, all lie ready to
our hand.

To-day a pall of smoke cuts off the sunlight, blackens
our homes and lungs, erodes the stone of our buildings,
including those most worth preserving, and injures
vegetation within a radius of a hundred miles round
our industrial areas.! But, if we choose, this filth and
ruin can be ended, and our black country become green
again. And, with effective smoke abatement, we could
use the roofs in our cities, for gardens, rest and recre-
ation, building our separate dwelling houses and our
blocks of flats and offices with flat roofs, as men did in
Sir Thomas More’s Utopia and as many of the best
modern architects do now.

The desire to rebuild any great city in a modern way
[says M. Le Corbusier] is to engage in a formidable
battle. Can you imagine people engaging in a battle
without knowing their objectives ? Yet that is exactly
what is happening. The authorities are compelled to
do something, so they give the police white sleeves or
set them on horseback; they invent sound signals and
light signals; they propose to put bridges over streets
or moving pavements under the streets; more garden
cities are suggested; or it is decided to suppress the
tramways, and so on. And these decisions are reached
in a sort of frantic haste in order, as it were, to hold a
wild beast at bay. That Beast is the great city. Itis

1 According to Sir John Stirling Maxwell, a high authority
on forestry, speaking at a meeting of the British Association
at Aberdeen on September 10, 1934.
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infinitely more powerful than all these devices. And it
is just beginning to wake. What will to-morrow bring
forth to cope with it ? 3

~ There is more than one possible solution. M. Le
Corbusier’s conception—of skyscrapers sixty floors high
for business premises, cruciform and so without inner
wells, each with a tube station and car park beneath
it, surrounded by public gardens, sports grounds and
bathing pools, these open spaces occupying 9o per
cent of the superficial area ; of residential blocks, less
high than the business premises, but similarly sur-
rounded by open spaces; of public buildings, schools,
places of amusement, cafés and restaurants, relatively
low, close to the skyscrapers; of industrial establish-
ments set in a zone apart ; with garden cities, for those
who prefer them, in an outer zone: most of this is
probably too revolutionary for twentieth-century
minds.

A more modest alternative is to set a limit to the
growth of our great cities, gradually to replan and
reconstruct the central areas, and to organise the dis-
persion of industry and population in smaller centres.

In 1928 the average density of population within the
County of London was 60 persons per acre; within
the Metropolitan Police area 3 persons per acre;
within the Greater London area only x} persons per
acre.? Owing to large outward movements from the
centre combined with still larger movements from the
rest of the country into the Greater London area, the
first of these three densities is slowly falling, but the
other two are rapidly rising. More than a fifth of the
whole population of this island is now living in the
Greater London area.

1 The City of To-morrow, pp. 164-5.
% First Report of Greatey London Regional Planning Com-
miltes, p. 8.
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It is a horrifying thought that this whole population
could be housed within the Greater London area, within
a radius of twenty-five miles from Charing Cross, at
an average density of only eight houses, or less than
forty persons, per acre. This is a low density, measured
by mere housing standards, and illustrates vividly the
relatively small amount of land which is required for
building. But a low average density of continuous
building over a large area is quite consistent with a
shocking deficiency of open spaces. And it creates
inevitably a transport problem which defies all toler-
able solution. Towards this awful climax of metro-
politan concentration we are now drifting. It is still
some distance away from us, but we have allowed our
rudderless boat, carried by the tides of economic in-
dividualism, to bring us much too near it. We have
let our cities grow too large. The near prospect of a
slowly diminishing population will make it easier to
stop their growth, to make them less populous, and to
plan a healthier distribution of our people over this
island.

London is by far the worst case. Cobbett christened
it the Great Wen a hundred years ago, pronounced it
overgrown and called for its dispersion. But a number
of our other cities also have outgrown their strength
and the maximum size which is socially desirable. An
attractive proposal has been made,! based on a project
of Mr. Trystan Edwards, for a Hundred New Towns.
These would be built in appropriate localities, planned
for an average population of 50,600 each, or five millions
in all. They would be built where land was cheap,
and where facilities for transport and electric power

1In a letter to The Times of February 24, 1924, signed,
among others, by Professor S. D. Adshead, Mr. Colin Clark,
Mr. R. Coppock, Professor Gowland Hopkins, Sir Edwin
Lutyens, General Sir Frederick Maurice, Rev. H. R. L. Shep-
pard and Sir Squire Sprigge.



GEOGRAPHICAL PLANNING 275

were good, often around the nucleus of an existing
small town or village.

They would relieve the congestion in our existing
industrial centres, which could gradually be transformed
into far pleasanter places of habitation ; and they would
gather to themselves a large proportion of the new
buildings which, but for such a scheme of urban develop-
ment, might tend to spoil the countryside. They would
give facilities for the expansion of many industries now
being conducted in cramped and inadequate quarters,
while to those who are devoting themselves to education,
science or the arts, these hundred model towns might
afford an opportunity of establishing new and wital
centres of cultural activity.

If each of these towns had an average diameter of two
miles, they would only occupy less than one-half of
1 per cent of the total area of Great Britain. Such
an idea as this, worked out in greater detail, might
form a most valuable element in a National Plan.?
Far better build new houses and new factories in such
a framework than on the outskirts of London and other
great cities. And let the further growth of these be
checked by reserving round them a broad green belt
of permanent open spaces and agricultural land.

In London at last things are moving. The Labour
County Council, elected in March, 1934, decided by a
resolution passed on July x0, 1934, to prepare a plan
for the whole administrative county.* But much time

3 In the Second Report of the Greatey London Regional Plan-
ning Committes, p. 106, it is suggested that * the Government
might promote two or three complete industrial satellite
units ”, as part of its programme for creating employment,
and that this would be ‘a sound financial proposition, if
carried out through a suitable expert business board, with
the support and co-operation of Government and Local Authori-
ties ’ and a guarantee of interest on the necessary loan.

* This decision was warmly welcomed by the Architects’
Journal, among others, which on August 30, 1934, in an open
letter to Major Harry Barnes, Chairman of the L.C.C. Plan-~
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is likely to elapse, under the slow and cumbrous pro-
cedure of existing legislation, before this plan can be
completed and begin to take effect.?

At this point we may usefully examine the prescnt
law on Town and Country Planning.?

The Act of 1909, a pale copy from German models,
made a timid beginning

to ensure by means of schemes which may be prepared
either by Local Authorities or landowners, that in future
land in the vicinity of towns shall be developed in such
a way as to secure proper sanitary conditions, amenity
and convenience in connection with the laying out of
the land itself and of any neighbouring land.}

But only land in the vicinity of towns. Both built-up
areas and the countryside were left outside the range
of planning powers.

Procedure was complicated and progress slow. The
Act, moreover, though it had introduced a new principle
into British law, or at least a new form of social control
over individual liberty, suffered from the defect, so
common in our social legislation, that it was only per-

ning Committee, wrote: '‘ May we finally congratulate you,
Sir, and your Council on their civic-mindedness in under-
taking this gigantic enterprise, and on their courage in accept-
ing this terrific responsibility ; and may we hope that the
confidence you have expressed in the adequacy of your
Council’s preparations will be fully justified by the results ? *’

11t is anticipated that the sanction of the Ministry of
Health for a plan to be prepared will not be obtained till
March, 1935, i.e. eight months after the passing of the reso-
lution | And this is only the first stage in a long process.

3 In the following account I owe much to Mr. W. I. Jennings’s
admirable book on The Law Relating to Town and Couniry
Planning. 1 bhave found no better guide, either to the history
of the subject, or through the ** terminological tortuosities *,
to adopt one of the author’s own phrases, of the Town and
Country Planning Act of 1932.

3 Circular issued by the Local Government Board on
December 31, 1909.
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missive. Few Local Authorities showed energy enough
to wield these new powers. Here, as elsewhere,
‘ legislation ", in this permissive form, ‘‘ has outrun
administration. More powers exist than are
exercised.”” 3

The Housing and Town Planning Act of 1919 made
a few minor improvements, and the Town Planning
Act of 1925 consolidated the existing law. But by
now this problem, like many others, had been changed
by the rapid growth of transport facilities. The
problem of planning was seen, even by Conservative
eyes, to have widened and to include, not merely the
undeveloped portions of urban districts, but the whole
country. The need for * regional planning’’, over
wider areas than those of small and separate Local
Authorities, grew obvious. The Local Government
Act of 1929, which in several directions extended the
effective areas of local government, nibbled at this
problem. The Town and Country Planning Act of
1932 took another nibble.

This Act, in spite of all its imperfections, * repre-
sents *’, as Mr. Jennings puts it, ** one more stage in
the supersession of the Law of Property by Adminis-
trative Law .2 It imposes further limitations on the.
right of the owner of land to “ do what he likes with
his own.”” * Property”, in an old phrase, “is a
bundle of sticks.”” This Act pulls out a few more
sticks and hands them to Local Authorities. Very
considerable public interference with the use of land
is now permitted. A large part of the initiative for
planning passes from the private landowner to the
Local Authorities,

The Act of 1932 applies to all land, whether developed
or not, and whether in town or country. Local
Authorities, or a joint committee of several authorities,

! Major Harry Barnes, The Sium, its Story and Solution,
P. 315. 20p. cit., p. Vi,
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may prepare schemes regulating the use of any, or all,
land within their areas and, provided a number of
conditions have been complied with, such schemes
become legally binding on all concerned. This is the
essence of the Act. It opens out wide vistas of hopeful
expectation. The growth of towns may be controlled,
or even halted. Green belts may be thrown round
them. The unspoilt country may be saved from
spoliation. Objects of natural beauty and historic
interest may be preserved. Ribbon development,
hideous, uneconomic and physically dangerous, may
be checked. Existing built-up areas may be planned
and gradually rebuilt, transformed and beautified.
Separate zones may be set aside for factories, for
offices, for dwellings, for open spaces, parks and playing
fields. The elevations of new buildings may be con-
trolled.! All these things become possible, many for
the first time.

But the Act is much too long. It has 58 sections,
198 sub-sections and 6 schedules. It is a good example
of what I have called in an earlier chapter a legislative
monstrosity. How can the staffs of small Local
Authorities, such as the District Councils which in
xural areas are the planning authorities, be expected
to cope with all this legal mumbo-jumbo? The Act
gives us the worst of all the worlds : a complex statute,
in which the lawyers will probably discover or manu-
facture many lucrative ambiguities ; costly, cumbrous
and slow-moving procedure ; some powers of delegated
legislation, indeed, but in combination with vexatious
and purely destructive forms of Parliamentary inter-

* Control of elevations is sound in principle. In practice
it is of very doubtful value, when used, as in several recent
instances, to prevent architectural innovations, simply because
they seem shocking to the old-fashioned eyes of elderly
gentlemen, while leaving unchecked the atrocities, to which
these eyes have become accustomed, of the jerry builders.
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ference. A critic might not unfairly describe it as an
Act for the promotion of delays, with a view to the
prevention of planning and the enrichment of lawyers.

It is in many respects more complicated and more
reactionary than the Act of 1925. Those supporters
of the National Government who represented vested
interests on the Standing Committee of the House of
Commons did their work well, and overbore on several
important points the Tory Minister of Health himself.
Sir Hilton Young, had he cared enough for his Bill,
might, even so, have marshalled the dumb, obedient
hundreds of Government supporters, to repair, when
the Bill returned to the floor of the House, the damage
done in Committee. But he did not care enough. In
this, as in his other Ministerial performances, he re-
mained an icy failure, frozen in self-esteem.

I will now summarise briefly some of the provisions
of the Act.

(1) Before a Local Authority, or joint committee of
Local Authorities, starts to prepare a scheme, it must
first pass a resolution, which must obtain the approval
of the Minister. This is a new restriction, not in the
Act of 1925. It was inserted in Standing Committee
of the House of Commons against the Minister’s advice.

{2) Before passing the resolution, the authority must
consult with every other authority or committee which
may be affected by the scheme.

(3) After the resolution has been passed, the Min-
ister must, before approval, satisfy himself on various
points set out in Section 6 (2).

(4) After the resolution has been approved by the
Minister, the authority must advertise in the press
that a scheme is to be prepared, and must serve notices
to this effect on all owners and occupiers of land within
the area affected.

(5) After the scheme has been prepared, it must be
submitted to the Minister for approval

P.S. T
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(6) If approved by him—and it may be disapproved
or varied—it must be laid before both Houses of Parlia-
ment, by either of which it may be rejected, in whole
or in part. This is an entirely new restriction, not in
the Act of 1925. It is particularly objectionable, in
that it brings the House of Lords into the picture on
an equal footing with the House of Commons.

(7) 1f approved by the Minister and by both Houses
of Parliament, the authority must then advertise the
fact that the scheme is about to come into force, in
order that its validity may be challenged, by any
person desiring to do so, in the High Court. This
again is new. There was no such provxslon in the
1925 Act.

This is a long-winded procedure, and I have only
given a summarised account of it.? It is safe to assume
that several years at the least will elapse between the
passing of the initial resolution and the coming into
force of the scheme. In view of this, there is provision
in the Act for the issue of * Interim Development
Orders .

The Act also makes very complicated provisions for
compensation to be paid by Local Authorities to
owners who suffer loss through the operation of a
scheme, and for the recovery of betterment, up to
three-quarters of the added value of the land, from
owners who benefit. It appears that securing the
payment of betterment will be a lengthier and more
difficult task for the authority, than securing compen-
sation for the owner. Provision is made for acquisition
of land, either by agreement or, with the approval of
the Minister, by compulsion.

The Minister may require an authority, which has

2 Mr. Jennings in his Law Relating to Toun and Country
Planning gives a list of 44 steps which have to be taken
between the original resolution to plan and the final ap-
proval of the Minister |
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not done so, to prepare a scheme. And he may, in
the case of Urban or Rural District Councils with
populations of less than 20,000, turn over their planning
powers to the County Council. If this were done as
a general rule, it would remove one of the weaknesses
of the Act. Urban and Rural District Councils which,
outside London and the County Boroughs and
Boroughs, are the planning authorities under the Act,
are too small for the job.. In the Lake District, North
Wales, Dartmoor, and other areas suitable for National
Parks, they are much too small, and for some of these
areas, forming part of more than one county, even
County Councils are too small. But, at any rate,
County Councils will have larger and presumably more
efficient staffs, and less parochial minds, than the
Councils of small Urban and Rural Districts. More-
over, the small authorities are often too poor to pay
the compensation necessary to make a really good
scheme,

Joint Committees may be formed and may be made
executive. On these, County Councils affected must,
if they wish, be represented.

In one respect the present law is surprisingly drastic,
considering the political colour of the Parliament which
enacted it. It gives power to * sterilise ’’ land, that
is to say to prohibit all building and other development
upon it. This power, which does not affect the private
ownership of the land, may yet reduce the private
owner’s rights to an empty shell.

It is essential to cut a path through this jungle
of legal requirements and delays. The following
amendments to the Act of 1932 are obviously
necessary.

(1) All planning authorities should be required, not
merely permitted, to prepare a scheme, and a time
limit should be set within which the scheme must be
submitted to the Minister, failing which he should be
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required to make a scheme himself, and charge the
cost to the defaulting authority.

(2) Such schemes should cover, without exception,
all land within their area.

(3) The requirement of the Minister’s approval of
a mere resolution to prepare a plan should be cut out.

(4) Planning powers should be transferred from
Urban and Rural District Councils to County Councils,
the Minister being authorised, as now, to group to-
gether two or more adjacent planning authorities into
a regional planning authority. This power to group
should be freely used.

(5) The submission of schemes to Parliament should
no longer be required.

(6) The power to challenge in the Courts the validity
of a scheme approved by the Minister should be cut out.

(7) Provisions for compensation and betterment
should be simplified, and betterment payable raised
to 100 per cent. Consideration should be given to the
possibility of adopting a procedure, whereby the
planning authority stands aloof from these financial
transactions, and all compensation is drawn from a
pool fed by payments for betterment, one section of
private owners compensating another.

Yet even at present much can be done by energetic
Local Authorities. An illustration is furnished by the
regional planning scheme for the City of Aberdeen and
adjacent parts of the counties of Aberdeen and Kin-
cardine, which was prepared before the Act of 1932,
and went into force in 1933 by virtue of a special Act
of Parliament. This scheme covers an area, mainly
rural, of 62,000 acres. It provides for road planning,
including road widenings and the building of new
roads, for the establishment of zones for industrial and
residential development respectively, for the creation
of large open spaces and the preservation from all
building of the whole stretch of coastline and of long
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stretches of the banks of the Dee and the Don, two
rivers entering the sea at Aberdeen. Under the
arrangements made with private landowners the Local
Authorities paid no compensation.t

But geographical planning should not be left entirely
to local, or even large regional, authorities. We need
a Master Plan, national in scope, into which local plans
shall be fitted. Local plans tend to be made without
knowledge of national conditions. Estimates, for
example, of the future growth of population or industry
based on local patriotism and local optimism, in
ignorance of the trend of national vital statistics, are
often wildly in excess of what is possible. The Central
Government, moreover, acting through the Minister
of Health or other appropriate Ministers, should have
powers, concurrent with those of the Local Authorities,
to sterilise land, or to schedule it for specific purposes,
such as afforestation or national parks.

These last two examples lead on to another aspect
of the question.

1 This scheme was described at a meeting of the British
Association held at Aberdeen on September 7, 1934.



CHAPTER XXVII

NATIONAL PARKS AND FORESTS AND THE
NATIONAL TRUST

THE Town and Country Planning Act has great poten-
tialities, and its value could be much increased by the
amendments sketched in the last Chapter.

But the nature of the control which can be exercised
under this Act is subject to three limitations. First,
it is local or, at best, regional, both in initiative and
scope. Though liable to overmuch peddling inter-
ference from Whitehall and Westminster, planning on
a national scale is beyond its reach. Second, it is
largely negative. Bad uses of land may be prohibited,
and jundesirable development prevented. But the
promotion of good uses and of desirable development
can only be partially achieved. Third, the control is
often general, rather than particular. A residential
or industrial zone may be delimited, but there is no
assurance that population or industry, much less that
any particular industry, will settle in it. We need,
therefore, to supplement the operation of the Town
and Country Planning Act by positive and detailed
action on a national scale.

It is a good rule that geographical planning should
proceed by setting aside ample but relatively small
tracts for building upon a large background of open
land, rather than, as under the old Town Planning
procedure, by setting aside small tracts of open space
upon a large background of built over, or potential

284
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buildieg, land. The former method makes for a
healthier degree of concentration in building develop-
ment, for economy in the cost of social services, and
for wider unspoilt country spaces for recreation and
enjoyment. This is a good rule of action, both under
the Town and Country Planning Act and under larger
schemes of National Planning. I shall now consider
some of the immediate steps to be taken under such
larger schemes.

A Labour Government should schedule certain areas
as National Parks, and other areas for the National
Forests of the future. It should support and rapidly
extend the present activities of the National Trust.
And it should guide and direct movements of industry
and population, giving particular attention to the most
grievous case of the depressed areas.

This programme will mean a large increase in the
national ownership of land, additional to the increasing
area of public ownership by Local Authorities.

Wide circles of opinion, including many persons who
would be surprised to be called Socialists, are for social
planning of this kind. A number of voluntary societies
have come into existence to support these ideas. They
exercise a healthy and increasing influence. Their
common aim is the preservation and extension of public
amenities. The Council for the Preservation of Rural
England, the National Trust for the Preservation of
Places of Historic Interest or Natural Beauty, the
Commons, Open Spaces and Footpaths Preservation
Society, the various local societies supporting the
National Parks Movement, the National Playing Fields
Association, the various associations of nature lovers,
walkers, ‘climbers and campers, the Youth Hostels
Association, and many more, will be strong allies of any
Government which boldly pursues this aim.

Such questions lie a little off the beaten track of
party politics. No political party has ever given them
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their proper emphasis.? Politicians do not always
know what the public really wants, and sometimes miss
the obvious. Because he was an outstanding excep-
tion to this tendency, George Lansbury became, for
a large section of the public, the best known Minister
of the Crown in 1929-31. “ Lansbury’s Lido’’ in
Hyde Park was much the most popular achievement
of the second Labour Government in London.

The Labour County Council in London in 1934, by
finishing off the job of snatching the Foundling Site
from the claws of building speculators and providing
money to maintain it for ever as a playground for the
children of central London, has shown a like appre-
ciation of simple human values.

On the subject of National Parks a strong and healthy
public opinion has grown up. The report of the
National Parks Committee, of which Dr. Addison was
Chairman, published in 1931, contains not only positive
proposals, though these are much too modest, but also
summaries of much valuable evidence presented by
societies and individuals, and an account of what has
already been done in other countries.* Here Britain
has lagged badly behind.

National Parks are found in nearly every civilised
country but our own. Only in the New Forest, owned
by the Crown and administered by the Forestry Com-
mission, have we anything even approximating to such
a possession. When in the United States, having

1 But the Labour Party, at any rate, has declared that
‘“ the proper utilisation of the land extends far beyond the
re-organisation of agriculture—profoundly important though
that is—and involves . . . the preservation of natural beauty
and the provision of national parks and facilities for recrea-
tion "’ (For Socialism and Peace, p. 46).

1 Cmd. 3851, price 2s. Of course, like all the Committees
appointed by Mr. MacDonald as Labour Prime Minister, it
contained only a minority of political supporters of the
Government, none, indeed, except the Chairman.
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seen something of their splendid public reservations, 1
expressed to a Middle Western College President my
sense of shame at our national poverty in this form of
wealth, he asked me : *“ have you enough real estate to
doit?’’ But thefact that our national area is relatively
so small, and so thickly populated, makes public reser-
vation far more urgent and important here, and our
lazy neglect more culpable.

What is a National Park ? It should satisfy three
conditions, First, it should be an area containing
important elements of unspoilt natural beauty ;?
second, it should serve as a place of public recreation
in the widest sense ; third, it should be large enough
and important enough to justify the direct intervention
of a national authority. For the creation of National
Parks is not to be regarded as a substitute for the
activities of Local Authorities in providing open spaces,
including playing fields and ** parks '’ in the narrower
sense, for the enjoyment of their populations, nor,
except in the National Park areas themselves, as a
substitute for the work now done by the National
Trust.

On what principles should areas be selected as
National Parks ? First, on the ground that they do
contain those elements of unspoilt natural beauty which
it is important in the national interest to preserve.
Nothing that is beautiful in nature is safe from early
spoliation in this little island, if the profit-seeking
individualist is permitted to go on working his ugly
will. He is destroying our heritage of natural beauty

1 As Mr. John Bailey, the Chairman of the National Trust,
said in evidence before Dr. Addison’s Committee, ** a National
Park must have enough of the untouched in it, whether of
‘forest, mountain, moor or water, to give the sense of nature
as she is in herself, alike undisfigured and unadorned. Itmay
include much else, much that is not wild or primitive, but if

it does not include that, it falls short of the ideal of a National
Park.”
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day by day, without any justification of social necessity,
while we stand idly by, gaping and grumbling. There
are many different forms of natural beauty in this
country, some uniquely English,—such as the Lake
District, the Downs, the Broads—which it should be
a legitimate object of our national pride to save from
ruin.

The second principle of selection must be the accessi-
bility of the selected areas from the point of view of
those who are to enjoy the use of them. This suggests
the selection of a number of areas in different parts of
the country, easily accessible to different centres of
population. What areas should we choose? There
is no need for lengthy argument, or for further ** sur-
veys ' and investigations. These only waste our
fleeting opportunities for action. All the essential
facts are perfectly well known. Let us act at
once in the most obvious cases, and follow on with
others.

Much the most obvious case is the Lake District.
Practically the whole of this should become a National
Park. In this area an unceasing defensive battle has
been fought for years, by little groups of public spirited
and decent minded people, against jerry builders and
advertisers and landowners eager to sell to the highest
bidder, and against those who wish to drive new motor
roads over high passes, to carry people who have lost
the use of their legs. The National Trust now owns
more than 10,000 acres in the Lake District in forty
separate properties, some of them mere rocky sum-
mits. It has borne the brunt of the battle gallantly
and long enough. It is time the State threw in its
reserves and made victory sure. All those parts of
the shores of lakes which have not yet been built upon,
and all the higher ground within the Lake District,
should be included in this National Park.

Hardly less obvious is the creation of a National
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Park for Scotland in the Cairngorms.* This great
massif of 200 square miles comprises mighty hills, a
large number of separate peaks, several small lochs,
and numerous glens, corries, rivers and burns. The
grandeur and wild nature of the country could easily
be kept unspoilt, and the area forms a complete unit
of characteristic Highland scenery on a magnificent
scale, fit to be preserved intact for all time.

Enlightened Scottish opinion expressed itself strongly
in favour of this project before Dr. Addison’s Com-
mittee. The local landowners opposed it. They saw
* no reason for proposing that the privilege of access
freely granted by proprietors should be converted into
a public right **, and argued that ‘‘ the establishment of
a National Park would be detrimental to flora and
fauna and the present amenity, which are now ade-
quately protected by proprietors.”” But the protec-
tion furnished by a national authority could, and
should, be still more adequate.

In England and Wales there are a number of other
areas with strong claims.®* Outstanding among these
are Snowdonia, Dartmoor, the Norfolk Broads, the
Forest of Dean, the Peak District and Dovedale, an
area of what still remains * undeveloped’’ on the
South Downs, the Berkshire and Wiltshire Downs, an
area round Ingleborough and Pen-y-Ghent, an area
along the Scottish Border, including the Roman Wall,
and “ coastal parks *’, such as parts of the coastline
of Cornwall, including the extreme Western peninsula,
and of Pembrokeshire. From these an early selection

3 The case for this was admirably stated by Professor F. G.
Bailey of Edinburgh, acting as President of the Engineering
Section of the British Association in 1934, at Aberdeen.

¥ See the evidence submitted to Dr. Addison’s Committee,
particularly that of Mr. John Bailey, and of Dr. Vaughan
Comnish and Professor Patrick Abercrombie on behalf of the
Council for the Preservation of Rural England.
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should be made, giving an appropriate geographical
distribution.! And it should be the aim of public
policy steadily to increase the number of areas thus
selected. Meanwhile all areas suitable for selection
within a reasonable term of years should now be
scheduled and sterilised.

How should our National Parks be administered ?
Probably through a National Parks Commission, com-
posed of experienced enthusiasts. These would not be
hard to find. This Commission should set up a local
Committee in each National Park area, to be respon-
sible, subject to the supervision of the Commission,
for all arrangements regarding preservation and regula-
tion, access, camping sites, mountain huts, etc., and
for the safeguarding of agricultural activities within
the area. For these activities, it is important to
emphasise, need not be disturbed.

The Commission should receive an annual Treasury
grant. Dr. Addison’s Committee modestly suggested
an annual grant of £100,000 for five years as the
maximum to be expected. They had a Treasury
official as their Secretary and doubtless, acting on
instructions, he damped their ardours. But this job,
if it is worth doing at all,—as it certainly is—is worth
doing properly. It would probably be convenient to
vest the ownership of all land situated within National
Park areas in the Commission, acting as trustee for
the nation. As a general rule, nothing short of public
acquisition is satisfactory.* But, where the National

1 As regards undeveloped coastline, which is rapidly dwind-
ling, most of those sections not included in National Parks
should, with the aid of the Town and Country Planning Act,
be preserved against “ development . This would be popu-
lar with the Local Authorities in seaside resorts.

* But compensation to private landowners within a National
Park area might take the form, suggested in Chapter XVIII,

‘of a postponed payment at the owner’s death, to be set off
against his liability for death duties. This mode of payment
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Trust is owner now, there is no need to alter this
arrangement, unless the Trust preferred to hand over
small scattered properties within the larger area of a
National Park, and concentrate its future activities
outside these areas.

The Commission should be responsible for general
direction, though not for detailed administration, to
some Minister of the Crown. Preferably, I think, to
the First Commissioner of Works, who now exercises
functions, analogous though on a much smaller scale, in
respect of the Royal Parks and of Ancient Monuments.

The term National Park should be reserved for areas
of considerable size. But a great number of smaller
areas should also be reserved for the use and enjoyment
of the public, and protected permanently against
‘ development **. The care of such smaller areas can
be safely left, for the present at any rate, in the hands
of the National Trust. This body is a characteristically
English creation, which has acquired a nucleus round
which not only National Parks, but a great National
Estate, may grow. Founded in 1895 and given
statutory recognition in 1907, it now owns more than
60,000 acres, made up of nearly 200 separate properties,
varying in size from less than an acre to more than
6,000 acres on Exmoor. In addition to open spaces,
it owns a number of historic buildings and monuments.
I witnessed in September, 1934, the handing over to
the Trust of the Martyrs’ Tree and adjoining land at
Tolpuddle, to commemorate for ever the seven Dorset-
shire farm labourers who were sentenced to transpor-
tation for forming a trade union in 1834.

The rate of acquisition of land by the Trust has been
rapidly rising in recent years, due to a quickening of

seems specially suitable here, since National Parks are not
intended to be revenue producing in the narrow sense, and
since their benefits will accrue undiminished to future gener-
ations,
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public interest in its activities and increasing financial
support for its purchases. It is a non-profit-making
body, deriving its income partly from regular sub-
scriptions and partly from donations towards the cost
of specific acquisitions. It has acquired some of its
properties by gift, but most by purchase. It will
acquire, under bequests in wills not yet operative, a
number of additional properties in years to come. I
give Lord Snowden, whom I criticise elsewhere in this
book, credit for his action, when Chancellor of Ex-
chequer, in permitting the exemption from death duties
of property left by will to the Trust.* Under the Act
of 1go7 half the members of the Council of the Trust
are appointed by such bodies as the Universities and
the Trustees of the British Museum and by such persons
as the President of the Royal Academy, the President
of the Royal Institute of British Architects and the
President of the Linnean Society.

The National Trust is an example of practical
Socialism in action. It has behind it a fine record of
public service, and commands a widespread public
good will. A Labour Government should give it every
encouragement greatly to extend its activities.
Whether or not, if it became more closely associated
with the Government, any modification in its consti-
tution would be desirable, is, I think, a question of
minor importance, to be settled by amicable discussion
when the time came.

For open spaces smaller than National Parks and
not controlled or owned by a Government Department
or by Local Authorities, the National Trust is an ideal
owner. Many of its present holdings are too small and
should be enlarged, and it should be enabled to acquire
a large number of new holdings. Land, for both these
purposes, should, I think, be scheduled by the Govern-

* But this concession does not go far enough, for permission
may be refused, in particular cases, by the revenue authonties.
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ment, probably through the Office of Works, acting
in consultation with the Trust. Powers of compulsory
purchase should be given to the Trust over such
scheduled land on the same basis of valuation as for
compulsory purchase by public authorities. Extor-
tionate prices are now often extracted from the Trust
by private owners under the threat of imminent des-
truction of public amenities. Such robbery should be
stopped. Power should also be given to remove dis-
figuring features which have been created near the
boundaries of the Trust’s properties. This would be
a valuable form of retrospective planning.

As regards beautiful and historic bmldmgs and
private parks and gardens, the Trust is likewise an
ideal owner. These may now be bequeathed to it free
of death duty.! I hope that many owners of such
property, who are apt to make public lament of their
* poverty ”” and of the burden of death duties, and to
suggest various forms of public assistance for them-
selves, will take advantage of this provision. Better
still to present such properties to the Trust in their
own lifetime, on condition that they became tenants
of the Trust, and perhaps even had the right