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"The Labour Patty'. gooJ ia the SociaIiat C0m­

monwealth. It iI detennineiJ to UIC the fCIou«.cI 
of our COUDtty 10 .. to Cft:Iltl: • ftal p1'OSperity 
in .. hid> "" ohoIl'-' Sclcoce ha pJaced in 
our hands the means of attoining this end, but 
ooIy if fiDaru:e ODd tnde; induatry ODd agtic:ulbUC, 
conform to • nationol plan undeJ: the guidance 
Df the State." 

LuoUll'S hoamIA.TB ,PaOGILUOIII. 

CITbe choice bcfotc the nation is either • vaia. 
.. ttempt to patch up the I11pCtIttUCtIIf of • capied­
iat society in decoy at I .. very foundstioua, or • 
topid odvonc:e to • SociaIiat t=rlSttUction of the 
aationol life. Thete ia DO half-woy house between 
• aociety based on private ownership iD the means 
of productioo, with the profit of the few u the 
mcuure of IIlCCCSl. and • society where public 
ownetOhip of thoac mcana cnablos the -.-­
of the .,.tiOll to be cIclibctotdy plann<d for attain­
Ing the muimum of geaetal wcll·being." 
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PREFACE 

I N a sense, the prefaCe to this book is contained in the final 
chapter; for I have thete esplaincd what it is, and what 

it is not, about. The tcader who" wishes for an advance 
intimation about its scope and limitations had better mm 
at once to the latter half of that chapte(, where he will discover 
.,..hy in the body of the book 1 have said nothing about inter­
oational aJ£aits or the" CIllpitc,1ind nothing about Sir Stafford 
Cripps or the .. Popular Front." Imyone who wants to know 
my views about the latter can find thClll in another book of 
mice, Tb. PI.p'I,. Ft" •• t, published some time ago by thc:lLcft 
Book Oub. I have not changed in any essential the views 
which I there cspressed. Nor, I hope it is plain, does the 
fact that this book is being published through the Labour 
Book Service imply any slackening of my support of the Left 
Book Oub, for which I have a high admiration. There need 
be no antagonism hctween the two: there should be ample 
room for both. I have written this book "mainly for Labour 
party mcmhcn who want gathered together for them in one 
volume a simple esposition of what a Labour Government 
would set out to do in home aJ£aits. I have written it in the 
belief that, however the international crisis may overshadow 
us, it is vital that we should not forget the tasks of good house­
keeping that face us, as a people, no less insistendy because 
of the very present danger of war. I have written it because, 
if we are to caU successfully upon the people to defend de­
mocracy, wc must make them understand cleatly and in relation 
to their own lives what dClllocncy is for. 

G. D. H. CoLL 

Osford, M_b, 19J9. 
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PLAN FOR DEMOCRATIC BRITAIN 

CHAPTER I 

WHAT LABOUR WANTS 

GREAT BRITAIN is a country of exceptionally rich natural 
. resources, inhabited by a people second to none in 

skill and productive capaciry, and possessed of an equipment 
for creating wealth which has been built up by two centuries 
of continuous and rapid economic growth. Great Britain 
is, moreover, a democracy in the sense that the peoplo 
have the tight by thcir votes to determine who shall form 
the Government and to turn out of office any Government 
which fails to do their will. 

With these political and economic endowments, Great 
Britain ought to be, if not an earthly paradise, at any rate 
a communiry in which·no man, woman or child need go 
short of the necessary good things of life. Thetc ought 
to be no question of under-nourishment or bad housing 
or preventable disease among any section of the people 
~t all events, no question of these evils falling upon 
anyone except by his own fault. Yet it is common know­
ledge that at least a third of the whole population and a~ 
least half the children do not get the- food which is requisite 
for healthy living: that despite all the house-building of 

• recent years a large proportion of the population arc still 
living in overcrowded conditions, many of them in 
dwellings that arc fit only to be pulled down; and that • 
disease is much more widespread among the poor than 
among the well-tcrdo, being fo,:;tered by bad diet and bad 
living conditions, as well.as by want of proper medical 
attention and the low level of public health services in 
many of the pooret. and more backward parts of the 
country. 

These facts arc well known. The answer is often made 
19 
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that, had as the sitUation admittedly is, it is getting better 
and we are slowly conquering the evils of under-feeding, 
had housing and disease. I do not deny that there have 
been improvements, or that, 011 tin tJtJ.rlllg', the standards 
of living bf the people have risen in recent years. But· 
averages are cold comfort to the large sections of the 
people who have not shared in these advantages, but 
on the contrary have in many cases found their situation 
getting worse. It is scant consolation to a miner in the 
Rhondda or West Cumberland or to a Lancashire weaver 
to be told of the relatively high wages that can be earned 
in .tOm' of the expanding industries of Greater London. 
It does not satisfy the mothers of Stockton-on-Tees that 
the children of Coventry are better nourished than they 
used to be. It is not enough that 011 tin tJtJerlllgt the income 
of the people has increased; for "riches are like muck, 
which stinks in a heap, but spread abroad makes the earth 
fruitful." 

The test of the goodness of our government is not 
whether things have improved, but whether they have 
improved lfIolIgb. It would be a miracle if, on the average, 
we were not a good deal richer to-day than we were, say, 
a generation ago. The pace at which science has caused 
advances in almost every field of production has been 
immense. Over the past thirty years agricultural methods 
have been revolutionised, so that food production bas 
risen by leaps and bounds and is limited to-day only by 
the size of the market-that is, by the purchasing power 
of the consumers. There is no pf?yskal obstacle to the 
production of plenty of good food for us all: there are 
only 'ttJnomi~ obstacles, which arise, not from the lack of 
productive power, but. solely from the world's failure to 
organise its affairs aright. The· situation is nearly the 
same in industry, though there of·course whatever energy 
we devote to making useless things, such as armaments, 
must leave less available for meeting the real needs of life. 

In both agriculture and industry the power to create 
wealth has been advancing so fast that it would be a 
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miracle if then: had not been an improvement in the 
",,"at! standard of life. After all, there is a liIDit to what 
the rich can personally consume; and in many fu:Ids the 
capitalists who control .industry cannot secure the advan­
-tages of mass-production unless they can find expanding 
markets for their goods. In order to swell their own 
profits- they must make many things cheap enough for 
large numbers of persons to buy them. Then: has been; 
thetefon:, a great cheapening of many kinds of goods and 
services that used to be beyond the pockets of even the 
better-paid members of the working class. From motor­
cars and cycles down to gramophones, wireless sets, 
artificial silk stockings and lipsticks, what were once 
the luxuries of a few have been reaching an ever-widening 
circle of middle- and working-class consumers. 

I do not mean that all things get cheaper. We know 
very well,. to our cost, that they do not. Some goods it 
pays the capitalists to reduce in price as far as they !=llD, 
in order to enlarge the market to the widest possible limit. 
But then: are other goods, including some. of the. vital 
necessaries of life, that remain ,woefully dear. . This 
occurs whenever a group of capitalists, after considering 
the situation, thinks that higher profits can be made by 
holding up prices than by reducing them. It happens 
especially where the demand for a thing is what the econo­
mists call "inelastic," so that a moderate reduction in its 
price will not bring about any considerable increase in the 
quantity bought. Bread is the classic example of" inelastic" 
demand. Coffins furnish an even mon: extteme example. 

As matters stand to-day; what is very liable to happen 
is that luxuries get cheaper, whereas many of the necessaries 
of life do not. For on the whole the goods whose' cost 
falls most as the scale of output is increased ate of the 
lUIUry, or semi-luxury, type, whereas the cost of pro­
ducing some of the basic necessaries actually rises if larger 
quantities are called for. The cost of producing milk, 
or bacon, for example, may increase when mon: is wanted, 
whereas the cost of producing gramophones will go' on 
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falling almost indelinitely as output is enlarged. Of 
course, I do not mean that the, cost of producing milk or 
bacon does not fall as the efficiency of methods of pro­
duction increases. It does; but if at any given time, with 
the technique of production at a certain level, we want 
more milk or bacon, the cost of producing the additional 
supply will tend to be higher because it may involve the 
use of, worse land, or a rise in the price of fodder, or the 
pressing of less efficient farmers into the service; whereas 
it is broadly true that the output of the lighter, mass­
produced. 'manufactured goods ,can be expanded at 
decreasing ,cost or, at all events, without any rise in cost. 

It would, however, be a mistake !o suppose that the 
high prices of many of the necessaries of life are due 
mainly to their being produced under conditions of rising 
cost as the demand increases. Their prices are high, in 
a great many cases, because they are kept high artificially, 
and of deliberate purpose. For example, the price of milk 
is kept high for the housewife, while millions of gallons 
are diverted at ridiculously low prices to the manufacturing 
market, and used for making butter and cheese which could 
be bought much more economically from Canada or New 
Zealand. The price of bread is kept high partly because 
the consumer is made to pay a subsidy in aid of the British 
farmers, who receive payment well in qccss of the world 
price, and partly because the millers and distributors are 
organised in close combines which deliberately keep up 
the price. Many other foodstuffs are made dear by 
tarjJfs on imports, or by restrictions on the quantities that 
can be placed on the market. This applies to many kinds 
of vegetables and fruits, to potatoes and hops, and to 
sugar and tea. And it should be added that in nearly all 
the food trades there is an appallingly wide margin between 
the prices paid by the housewives and the prices received 
by the farmers who lint market the goods. 

I am not saying that it is wrong to subsidise the 
farming industry: we will come to that question at a later 
stage. What I am saying is that foodstuffs are dear 
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largely because, for good or bad reasons, they are deliber­
ately made dear to the consumers of this country. Every 

_ tariff, every quota, every restriction imposed by a Marketing 
Board, as well as every ring furmed by food manufacturers 
and' distributors, and every waste and inefficiency in the 
processes of transport and distribution, makes food dear. 
There may be good reasons for some of these measures; 
but let us not forget that they are ttrtifoial interferences 
with the natural and scientific forces that make for in­
creasing plenty and cheapness of the basic necessaries of 
life. . 

In the case of many foodstuffs it CI11 at any rate be 
argued that the farmer and the farm labourer bave a right 
to a "square deal," and that it would be ruinous to leave 
them at the mercy of world economic forces.. & I have 
said, we will discuss that question later. But, quite 
apart from the farmer and the labourer, thctc is a host of 
other persons who, with much less excuse, are busy holding 

'up the prices of necessary goods and services. From 
bricks and cement to pipes and stoves and 1:>lectrlcal 
appliances, almost everything that goes to the making of a 
house is under some sort of price control by a ring which 
is trying to extract the largest possible profit from supplying 
it. There are rings in the tobacco trade, the drink trade, 
the trade in sewipg cotton, the supply of electric current, 
coal and other fuels, and many household goods besides. 
An immense number of the goods we buy in packets under 
various trade-marks are supplied by rings of producers 
of what are called "proprietary articles," the prices of 
which are inflated by the huge sums spent on advertise­
ment and the arts of" salesmanship." A rapidly incteasing 
proportion of the total prices we pay for everyday goods is 
absorbed not by the cost of producing them, but by the 
costs of advertising and distribution. At each successive 
census, fewer persons out of every hundred employed are 
engaged in actually making things, and more in hawking 
them, or carrying them about, or making book-entries 
about them. We waste in "overhead" expenses a large 
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part of the adVlUltages conferred on our genetlltiol1 by the 
improving technique of actual production. 

It is the natural and unavoidable consequence of a 
policy of making things artifu:iaJ.ly dear that many people 
are prevented from buying them, however great their 
need may be. But, if there are fewer buyers, there will 
also be fewer products, and fewer workers will be needed 
to make them. Accordingly, men and women who might 
be making things that are badly w:anted, or rendering 
other forms of useful service, are thrown idle, and can. find 
no one who is willing to employ them. Where this 
happens, the number of buyers is further reduced because 
of the loss of purchasing power by the unemployed. More 
workers are thrown out: production is further decreased. 
There is an immense waste of resources, with the loss falling 
most upon those sections of the community that are least 
able to protect themselves. The rings which can hold 
up prices come off best: the more competitive producers 
-the small men who have to scramble for their share of 
the market-suffer along with the workless and those whose 
wages are cut down when trade is bad. 

H, in the faoe of all these restrictions and wastes and 
profiteerings, the standard of living nevertheless rises for 
the majority of the workers, by how much more would 
it rise if the whole community were directing its united 
efforts to producing as much as possible, instead of allow­
ing the amount of production to be de1ibetlltely kept 
down? I do not agree with those who say that it is already 
within our power to create universal plenty and at the 
same time greatly to reduoe the load of labour for every 
worker. The arts of production have not yet advanoed 
quite so far as that. But we could undoubtedly produce 
a great deal more than we are producing-sufficient at 
least to guanntee to everybody enough good food, decent 
clothing and shelter, and a tolerable share in the lesser 
luxuries and amenities of I.ife. Furthermore, if, as a 
people, we were really trying to eolargc production to 
the furthest possible limit consistent with reasonable 
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leisure, and were applying to that end all the scientific 
knowledge and technical resources at oUr command, uni­
versal plenty would be, I am convinced, only just round 
the comer, instead of an infinite distance away. 

This book is about the m,ans ItJ plenty-that, and 
nothing else. Its putpose is to set before the reader, in 
the simplest possible language, how the advance towards 
universal plenty could and should be made. It will not 
suggest that we can, by any policy, clean up in an instant 
or even in a few years the whole monstrous mess which 
is called the "economic system." The process of reorgani­
sation is bound to take time; and I am holding out no 
Utopian promises that everybody's standard of living can 
be· doubled as soon as we get a Govemment that will 
carry through the appropriate measures. What we· can 
do is to make a beginning, not merely by putting poultices 
on some of the worst sores, but also by setting to work to 
build up a real economic system-by which I mean a system 
planned for plenty and not for profit of the few, which is 
often best served by keeping things scarce and dear. 

What is essential at the ontset is that we should have 
a clear vision of our aim. There has been a great deal of 
so-called "planning" during the last few years under the 
auspices of the National Government; but nearly all of it 
has been planning for scarcity and not far plenty. The 
Government has "planned" for deamess and for the profit 
of the capitalists, not for the well-being of the mass of 
ordinary people. There is no· magic virtue about "plan­
ning" as such: it all depends on what the planning is 
for. • 

Our planning must be for plenty. That involves, at the 
outset, certain principles which must be unflinchingly 
applied. The first of these is that no vested interest, how­
ever powerful, shall be allowed to hold up the production 
of any commodity or service of which the people stands in 
need. If the farmer, or the labourer, or anyone else, has 
to be guaranteed a tolerable standard of living, this must 
be done by methods which will not restrict the consumption 
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of the people, ot ptevent goods that are needed from 
being made. Let that be Out first principle~ 

Secondly, wherever there is unemployed !about there 
is in that labout an unrcalised power to create wealth. 
Accordingly, we must act on the principle that no available 
!about shall be left unemployed for more than such brief 
periods as may be accounted for by friction in changing 
jobs, or an occasional idle period due to unavoidable 
interruptions in the continuity of production-i.I. cases 
in which it is not worth while to seek out alternative 
employment, because the unemployed worker will soon be 
re-absorbed in his or her regular job. We must make up 
out minds to abolish, once and for all, all long-term un­
employment, by pensioning off those who are not fit for 
wot:k, and by finding useful employment for the rest. 

Thirdly, WC must no longer leave the use which is to 
be made of the available supply of productive !about to the 
blind workings of chance or to the unregulated action of 
the profit motive. We must set to work to plan what is 
to be produced, in order to ensure that the best use is made 
of the available resoutocs for raising the standard of living 
among the people. I do not suggest that wc can apply 
this radically novel principle all at once. over the entire 
field of production. But we must begin to apply it. 
Whereas, so far, the State has intervened in the control 
of what is to be produced mainly for the putpose of enabling 
this or that group of capitalists to go on making a profit. 
we must intervene in order. to promote the production of 
those goods which are most needed for the purpose of 
improving the standard of life. 

These three principles will furnish us with general 
guidance in working O\lt out positive policy. There will. 
of coutse, be many difficulties in their practical application; 
for it cannot be easy to change over from a system in which 
the interests of the profit-makers are given the first p!ace 
to one in which the entire emphasis is laid on the maximum 
satisfaction of human needs and desires. But it is of vital 
importance, before we begin to frame Out detailed policies. 
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to lay down as clearly as possible the basic principles on 
which we are preparing to act; and I believe that these 
three principles furnish the general guidance which is 
required in order that we may be able to tackle the diffi­
culties of reorganisation in the right way. Let us call 
them the three· principles of Plenty, Employment, and 
Social Control. They will be worked out and applied 
in a practical way in the subsequent chapters of this book. 

CHAPTER II 

THE NEED FOR A PLAN 

THE purpose of industry is to purchase_bat? The 
answer should be: useful goods and scn'ices which 

men and women want and need in order to enable them to 
live fuller and happier lives. But, as matters stand, that 
is not the answer. The purpose of industry, organised 
and controlled as it is, is to purchase not goods but profttl 
-for the benefit of those who own the capital with the 
aid of which it is carried on. This capital belongs not to 
the whole people, but to a limited elass of capitalists, great 
and small; and the control of it belongs in practice to a 
very much more restricted group than the whole number 
of its owners. The possessor of a few shares in a great 
capitalist company has no real control over the use that 
is made of his capital; he merely receives a share in the 
profit that is secuted by using it to set labourers to work. 
The control, as distinct from the ownership, is in the 
hands of a relatively small number of bigger capitalists, 
who settle economic policy practically without reference 
to the smaller owners. 

The small capitalists, no doubt, I/.fC fully as intent 
on profit as the large capitalists who actually control the 
situation. But it n-mains true that, under modem condi­
tions, the small capitalist is usually no morc than a function-



THE NEED FOR A PLAN 

less participant in the profits of industry, with no 'Voice 
in the settlement of policy. It is the narrow group of gteat 
capitalists who enter into mutual ammgements for the 
teguIation of prices and output, promote new companies 
and fix with the bankers for the advancing of the necessuy 
credits, and thus in dfect decide what is ro be produced 
and in what fields output is ro be encoumged or teStticted. 
Politically, Gteat Britain is at any rate supposed to be a 
democracy; but industtially the country is govcmed by a 
narrow oligatchy of very rich men. 

In personal virtue these rich men are pethaps no better 
and no wone than the general run of mankind. I do not 
suggest that they take a malicious pleasure in holding 
the community to ransom. But they are placed in a 
position. of enormous power, without any cortesponding 
responsibility to serve the public interest. It is fully in 
accordance with the moral code under which business is 
conducted that they should try to make as much profit 
as they can: indeed, they can plausibly atgue that it is 
their duty to do this, as trustees for the general body of 
shareholders whose capital they contral. Some profit 
they must make. if they are to temain in business at all; 
and, as the making of profit is tegatded as the test of their 
success as business men, the mote profit they make the 
gteatcr will be their pteStige and bonout among their 
fellow-capitslists. and in the main among the common 
run of men. 

There ate some lines of business in which it happens 
that the largest profits accrue to those who give the con­
sumers the best service. It was once the belief of the 
economists, and indeed of most people whose voices were 
heard, that this would be nearly always the case, because 
competition would compel the rival business men to offer 
their WateS to the public at the lowest possible prices. 
It was recognised that thete WCte exceptions-naturaI or 
attificial monopolies which enabled those who conttolled 
them to exact excessive profits from the consumer. These 
wen: tegarded as needing special forms of public reguIation 
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in order to l'teVeQt excessive prices. But they were hdd 
to be uncommon-much too uncommon to invalidate the 
general rule. 

To-day, however, monopoly, or at least something 
approaching it, is the rule. and keen competition the 
exceptional case. Either most of the suppliers of a 
commodity are banded together to regulate its price so as 
to secure the highest profit-()ften with the hdp of a 
tariff or some other device to keep out foreign competition; 
or, when this is not the case, each supplier tries to create 
for himself a sort of arti:ficia1 monopoly by branding his 
goods or by I:WISS advertisement, or by establishing a 
special hold over dealers so' as to induce them to sell his 
goods rather than his rivals'-ti! at the cost of incurring 
additional charges which have to be recovered in the 
increased selling prices charged to the. fina1 consumer. 

Under this peculiar system, production' stops short at 
the point at which profit is greatest, and not at the point 
at which it has to stop because there are no further resources 
of capital and labour to be, employed-()r even at the 
point to which it could be pushed so as to yidd a profit 
which would still be worth the suppliers' while. The 
consequence is unemployment--not only the unemploy­
ment that is bound to arise wherever profit rather than 
need is allowed to determine the volume of production. 
but also the additional unemployment which.ia caused ,by 
monopolists stopping production at a lower level than it 
would reach under competitive capitalist conditions. 
Profit is in itsdf the wrong test of the worthwhileness of 
production; but modem capitalism does not even produce 
all that could be sold at .a profit. It can, often see its 
way to a higher profit by l'roducing less. 

The alternative to this inherently restrictive system 
i. Socialism. It is not possible, even if it were desirable, 
to go back to the old system of relatively unrestricted 
competition. That depended on conditions which, in the 
majority of industries, have passed away with the growth 
of modem methods of production. As long as factories 
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were small and there were a great number of firms ptoducing 
each kind of goods...,,-too many to be easily brought together 
into any sort of restrictive combination-one firm had 
to rival another by selling as cheaply as it could, and it 
paid each firm to sell as much as it could· because its 
output was too small a part of the whole to affect the price 
which consumers would pay for its wares. But nowadays 
more and more types of goods can be produced economi­
cally only on the grand scale; and that involves that the 
number of firms producing each kind must be small, and 
that it is 'fiery difficult for new firms to enter the trade, 
because of the huge capital which.has to be risked in order 
to produce on equal terms with those alrcady in the ncJd • 

. These conditions lead inevitably to monopoly-either to 
a single great business swallowing up all its rhals, or to 
price-fixing agreements among the small number of firms 
for sharing out the aV'aiJable trade. It is impossible under 
modem conditions to produce stccI, or chemicals, or 
artificial silk yarns, or a great many other types of goods 
except by methods of organisation which contain a Wge 
element of monopoly. 

The choice to-day is no longer between competition and 
monopoly, except in the narrowing ncJd in which the small 
business still holds its own. Moreovu, even in this ncJd 
the monopolist gains an inaeasing control. The "inde­
pendent" firm must huy most of its raw and half-finished 
material. from the monopolists, at prices which they 
dictate. The smaller dcaler is in the hands of the big 
wholesalers and the suppliers of ''proprietary articles." 
Even though the number of small businesses remains 'fiery 
large, their real independence steadily diminishes; and. apart 
from the control exercised over them by the great ptoducing 
and dealing concerns, they depend on the banlters-thcm­
sel\'el a close ring of large-scale dcalers in money-ror 
the credits without which most of them cannot carry on 
business at all. 

The choice is not between competition and monopoly, 
but between monopoly-c:apitalism and Socialism. By 
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Socialism, in this connection, I mean simply the ownership 
and control by the community, and not by priV'ate persons, 
of the essential instruments of large-scale industry and 
finance. I do not mean either that ev'ery smaIl business 
ought to be .. socialised" -there can be left plenty of room 
for the smaIl-scale producer within a Socialist system­
or that all industries and services that are .. socialised .. 
ought to be made to conform to a uniform pattern of public 
administration. There is scope for wide w.riety in the 
forms of control within a general framework of Socialist 
enterprise. Nor, again, do I mean that all the major 
industries and services ought to be .. socialised" at once. 
A beginning can be made with some of them, the most 
vital for the immediate promotion of popular welfare, and . 
the rest can be brought into line later, in the light of the 
experience gained in the working of the earlier experi­
ments. This book is not about the sort of Socialism that 
comes into existence sudden and complete, as the outcome 
of a pleasant dream or the aftermath of an unpleasant civil 
war. It is about the sort of Socialism that can be initiated 
by parIiamentary means, by a Government constitutionally 
returned to power by the votes of the electors and determined 
to catty out its mandate colUllgcousIyand rapicUy, but with 
the minimum of dislocation during the stages of transition. 

It follows that this book is not about SociaIisni in 
any complete sense, but rather about certain steps to be 
taken early in the transition from the present system. 
Even if everything proposed in this book were to be fully 
and completely carried out, the result would not be 
Socialism, but only the laying of secure foundations on 
which Socialism in the full sense would have to be built 
up by a much longer process of development. Indeed, 
Socialism in all its completeness may never come at all. 
It is something to work towards, until mankind has 
devised something still better, rather than • system to be 
realised wholly and entirely by any set of measures that 
can be foreseen or planned out from start to finish at the 
ptesent time. 
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There is, however, a vital difference between a mere 
piecemeal policy of social refo,nns, even if they include 
some measures of .. socialisation," and the sort of evolu­
tionary Socialism that I have in mind. The onc, unlike 
the other, involves a plan. It means looking at the entire 
problem of production and distribution, and. trying to 
improve the system as a whole, and not merely to tinker 
with some of its parts. It involves planning production 
and consumption in such a way that all the available 
resources of man-power, scientific and technical skill, 

, natural and man-made assets shall be put to the best use 
that can be devised for them, and not left to be wholly 
unused or under-used as the vagaries of the pront system 
may decide. It involves collective planning for social 
weIfate--comprehensive planniog that must embrace every 
vital part of the economic life of the nation. 

If this is to be done, there must be both a plan and 
the mcans, of c;arrying it into effect. We must decide not 
only what we mean to do, but also how to do it. But at 
present there exists neither any sort of plan based on an 
adequate survey of the available resources nor any body 
Capable of giving effect to such a plan. It is indeed of 
the very essence of the type of capitalism under which we 
live that neither of these things should exist. Where each 
group of capitalist businesses is left to decide, in accordance 
with the, expectations of pront entertained by those who 
are in control of their affairs, what and how much is to be 
produced, there can exist no such thing as a general plan 
for the productive system as a whole. and no means of 
securing that a)l the available resources shall be employed. 
Nor can there exist any central planniog' authority; for 
the controlling groups of capitalists will tolerate no body 
entitled to, override their private wills. All that can 
exist under the present system is a series of sectional 
plans, each drawn up with a view not to the public well­
being but to the pro6t of the variQUS capitalist interests. 
, It is therefore indispensable for any Government which 
aims at advancing in the direction of Socialism, however 
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gtadually it may propose to make the actual advmce, to 
begin by creating an instrument for the furthennoe of 
its ends. It must set up some sort of Planning Authority, 
and entrust that authority, first and foremost, with the duty 
of surveying the entire field of industry and agriculture, 
commerce,and finance, and of drawing up, on the basis of 
its survey, a general economic pian. The primary t>urpose 
of this pian will be to settle, in the light of a proper survey 
of the aVllilable resources and of their existing uses, what 
can be done and what cannot be done, and among the things 
that can be done what needs doing most and first. 

But. it may be asked, will it not be the duty of the 
Government itself to carry out this task? Surely it is 
for the Government of the country, with Parliament 
behind it. to decide what is to be done and in what order 
the various jobs are to be taken in hand? la one sense, 
that is true. For aIr important forms· of action the final 
responsibility must rest with Parliament and with the 
Government as its executive. But it is out of the question 
for a group of Cabinet Ministers burdened with many 
departmental duties, or for the larger but less informed 
.body of Members of the House of Commons, to carry 
out the detailed and highly technical work of surveying the 
needs and possibilities of economic reorganisation. There 
must be, under their'control and subject to their authority, 
a specialist br..dy to investigate, to study, and to recommend, 
and thereafter to apply in detail the principles of action 
endorsed by the Government and approved by Parliament 
as the representative of the t>eople. 

What form this Planning Authority can best take, in 
the early stages of its development. is discussed later in 
this book. Here the point is that we shall get nowhere 
without it; for it is impossible to provide for the use of 
all the aVllilable resources without the guidance of a pian 
of action at once comprehensive and detailed and founded 
on exact knowledge. A Socialist Government without a 
Planning Authority to guide it would be like a ship without 
a helmsman, But it is -equally true that it must be for 
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the Government and not for the Planning Authority to 
decide the principles on which the plan is to proceed. It 
is for the navigator, and not for the helmsman, to settle 
the ship's course. 

If it is clear that there must be a plan, and an instru­
ment for carrying it into effect, it is no less. clear that 
the task cannot be easy; It is easier to let the ship drift 
on the rocks than to steer a correct course; and it is hardest 
of ill to steer it to safety when the tempests are driving 
it hard upon a lee shore. -It is easier to keep an existing 
order of things in being than to create a new order; and 
most Governments attempt no ,more than to make a few 
secondary adjustments without altering the general character 
of the conditions which they find in being. A SociJist 
Government, however, will have IX ",po/hesi the task of 
laying the foundations of a new social system. It will 
be expected both to bring about immediate improve­
ments and to prepare the way for much bigger improve­
ments that are to follow. It will be called upon to 
accomplish much more than any Government has attempted 
in this country within the memory of man. It will make 
mistakes-who that attempts anything worth while can 
hope to avoid them? It will need to experiment-in the 
knowledge that some of its experiments are bound not 
to turn out well. It will, moreovef, have to face these 
tasks in the presence of formidable and determined opposi­
tion; for there will be many powerful vested -interests on 
the alert to discredit it and destroy it if they are given 
the chance. It will have, therefore, to be both bold and 
wary; for without boldness it will not be able to overcome -
its enemies, nor, without wariness, to circumvent them. 
The greater is the need for a Socialist Government to have 
at its back an intelligent and keen body of public opinion, 
both to give it strength in standing up to its opponents, 
and to furnish at every point prompt and reliable help 
in the detailed execution of its plans. For the Government 
will be powerless to further the cause of democracy unless 
• large section of the people clearly understands what it 
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is trying to do, not merely in general terms out with an 
intelligent knowledge of its actual measures. Publicity; 
therefore, will be of the first importance; and with publicity 
will ha"\fe to go the largest degree of decenttalisation 
and local initiative that can be reconciled with ef£ecti"\fe 
central direction. In a very real sense the Socialist 
Government will need to be not merely the Cabinet, or 
even Parliament, but the entire body of Socialists throughout 
the country. 

CHAPTER m 

TOWARDS SOCIALISM-THE NEXT STEP 

SOCIALISM, in the sense in which the labour Party 
understands it, does not mean that Mryfhing ought to 

be owned by the State .. Far from it. The conception of 
public ownership, or social ownership, is very much. wider 
than that of ownership by the Statl:. Co-operative, for 
example, as well as municipal ownership, falls well within 
it; and there are many alternative forms of ownership and 
control which can be applied in appropriate cases. The 
Labour Party looks. forward to a great extension of Co­
operative enterprise in both distribution and production, 
and proposes to give the Co-operative movement an 
important and assured status in all its plans of economic 
reorganisation. But Socialism does not involve that 
lIJ.ryfhing should be socially owned even in this wide sense. 
One outstanding curse of our existing civilisation is that 
the great majority of people own much too little. Socialists 
want to extend to everybody the benefits of private owner­
ship-to give every man and woman an increasing amount 
of private property that they can call their own. But 
Socialists draw a distinction between property in things 
which people Nil as means of good living, and property 
in things that are applied to the making of other things 
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for sale. Every househ~lder and every'individual ought 
to be able to own and to transmit to his successors a large 
number of things of the former kind; but many things of 
the latter kind ought to be owned publicly because their 
use needs to be brought under effective public control in 
the interests of the whole people. 

Take, for example, a great factory or mine or a railway 
·or a bank. Under ,the existing system the ownership of 
. such things is usually in the hands of a number of private 
shareholders, each owning. so many shares~that is, such 

. and such fractionS of the total property concemed. For 
the vast majority of these shareholders this ownership in 
practice means simply and solely the right to receive an 
income out of the profits of the undertaking. They have 
no real control over the use that is made of their 
"property": indeed, many of them do not even know 
what use is being made of it, and could give no clear 
account of the businesses in which their capital is invested. 
They buy and sell shares simply as rights to income, or 
for the purpose of extracting profits from gambling on 
the stock exchange. The real control over these enter­
prises rests either with a small number of directors or 
salaried administrators, or with a few wealthy shareholders 
who own a controlling interest in the concern. The 
business is run either with a view to. securing the largest 
possible incomes for all the shateholders, or, sometimes, 
even more unfairly, in the interest of the few controlling 
holders with but scant regard for that of the smaller 
investors. In neither case is the main purpose of the 
business to serve the well-being of the whole community. 
The main purpose is and must be, under the present system, 
profit, even where the pursuit of the highest possible profit 
conflicts with the welfare of the people. . 

Socialists hold that this type of private ownership over 
the means of production is unjust and indefensible; and 
they point, by way of proof, to three outstanding evils 
which result from it. In the first place, it involves huge 
inequalities of wealth and income, which divide men into 
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economic classes with conBicting interests and immenselJi 
different opportunities for happiness and well-being for 
themselves and for their children. Secondly; because of 
these inequalities and class-divisions, industry applies itself 
to the production not of such goods and services as will 
make the whole people.as healthy, wealthy and wise as it 
can be made, but of luxuries in preference to necessaries. 
wherever the production of luxuries offers a prospect of 
higher pronto Nor is this all; for, thirdly, the inequalities 
of ownership and income lesd to many valuable productive • 
resources being left altogether unused, or to their being 
used to create much less wealth than could be produced 
with their aid, and to many willing producers being left 
for long periods uaemployed. 

Put in another way, this means that: (11) wealth and 
incomes are wrongly distributed; (b) from the standpoint 
of human welfare the wrong things very often get produced; 
and (t) much too little is produced altogether to secure the 
standards of living which the advance of human knowledge 
has made possible for every man, woman and child. 

Where the craftsman works with his own tools, making 
something for direct sale to the consumer, or where the' 
agricultural producer grows his own crops and feeds his 
own beasts for the direct consumption of his household, 
or for sale to his neighbours, private ownership of his. 
simple means of production is the right and natural system. 
But this sort of ownership is entire1y different from the 
ownership of so many shares in some great industrial or 
commercial uadertaking which has to be managed by 
salaried administrators and forms a cog in the wheel of a 
eomplicated series of processes in which materials pass 
through many stages of transformation from the primary 
producer to the final user of the finished goods. As 
industrial technique advances and materials at all stages 
of manufacture are brought· for further processing from 
every part of the world, as the methods of distribution 
become more complicated and involve the growth of huge 
capitalist wholesale and retail agencies, and as the financing 
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pf business comes to require gigan,tic banking and credit 
institutions with a similar structure to that of large-scale 
capitalist industty, the number of trades and occupations 
to which conditions of small-scale activity can still be 
~conomically applied grows ever less; and more and more 
of those operations which are still conducted on a relatively 
small scale come to be essentially subsidiary to the activities 
of the great capitalist concerns or to depend on large-scale 
capitalism for the niarketiog of their products and the 
provision of the necessary finance. Under these conditions 
the nominal independence of the small-scale producer or 
trader is often illusory; he is. in fact. almost helpless in the 
hands of the great monopolies which ring him round on 
every side. 

The Socialists have no desire to extinguish the small­
scale producer or trader where it is still possible for him 
to render efficient service. On the contrary. they seek. 
by removing the dominatioQ over him of the gteat mon­
opolies. to set him free to serve the community to much 
better purpose. The industries and services which a 
Labour Government would set out to socialise are not 

. those in which small-scale production can still be econom­
ically carried on. but those in which large-scale capitalist 
organisation is already the rule. so that, as we have seen, 
the choice to-day is not between the competitive activities 
of many small producers and the rule of the monopolists, 
but between private monopoly and social ownership and 
control. The problem of dealing with these already 
monopolised industries and services will keep a .Labour 
Government much too busy for a long time to come for 
it to feel any desire to take on further tasks. The" small 
man'" who values his independence has very much to gain 
and nothing to lose from the full carrying out of the. 
Labour progtamme . 

. Indeed, anyone who studies the published pronounce­
ments of the Lahour Party and its leaders can readily see 
this for himself. The Labour Party, much more than 
any other, believes in telling the people p1ainly in advance 
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what it means to do if and wheb.it is returned to power. 
A1; a democratic party, it believes in heing quite frank 
about its intentions; and in view of its published statements 
there is no reason for any voter to remain in ignorance. of 
what it proposes to do. It has not only declared quite 
explicitly its policy and programme on most of the out" 
standing questions of the day. but has also told the electors 
which. among the many things that. it proposes to do 
sometime, it regards as most urgent and therefore proposes 
to do first (Jf' of till earlY stage. The Labour policy as a 
whole is expounded, in its broad oudine, in a pamphlet 
entitled For S odalism and Peat:e j and this statement is 
amplified in a large number of separate pamphlets dealing 
with particular questions or aspects of policy. A full list 
of these Labour Party pamphlets is set out elsewhere in 
this book. 

The main Labour Party programme, For Sotialism tIIId 
Peat:l, is to be understood as a general statement covering 
all the main issues of policy which will need to be faced 
in the near future, as far as these issues can be foreseen at 
present. It explains how the Labour Party means to face 
these issues. But this full statement of policy inevitably 
contains much more than even the most energetic and 
determined Govemment, working under the parliamentary 
system and by democratic methods, could hope to carry 
through during a single period of office. It is therefore 
not SO much a programme as a reservoir from which a 
Labour Govemment would be able to draw out, during 
the life of a single Parliament, only a limited amount. 
For S odalism and Peate does not set out to tell the electors 
exactly what measures a Labour Government would 
actually propose, but rather. explains the spirit in which 
the Government would endeavour to act, and the larger 
objectives lying behind its immediate measures. 

This, however, does not mean that the electors are left 
merely to guess what actual measures a Labour Governmen~ 
would draw out of this ample reservoir. For there is also 
a seconcl and much shorter pamphlet, entitled Laboll1".t 
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ImnmJia/, Program"", in 'which are included only. those 
changes to which the Labour Government would propose 
to give effect at an early stage during its tenure of office. 
This shorter programme is what the elector will be 
definitely voting for, if he decides to' use his vote to help 
in returning a Labour candidate. He may be, but he need 
not be, voting for much more than this. If he is a convinced 
Socialist he will of course be voting for a great deal more. 
But if he agrees with LAbour'.r I",,,,,t/iaf, Program"", but 
is not in favour of some of the more drastic measures 
which the Labour Party intends to introduce at a later 
stage, he can, nevertheless, vote Labour at the next General 
Election in full confidence that he will be given a further 
chance of ~cording his opinion before these further 
measures fall due to be carried into effect. 

But, though the Labour Party naturally asks for the 
:votes of all those who are prepared to go with it a part 
of the way, and to support its immediate programme, its 
members have no desire to hide their determination to 
go on from these initial measures in due course to others 
of,a much more ambitious character. The Labour Party 
ist. Socialist Party, and means to begin laying the founda­
tions for a Socialist system, even though it does not propose 
to attempt immediately to make Great Britain into a 
Socialist country. Its measures are meant to be socialistic, 
though they do not amount to Socialism: they are meant 
to make the subsequent introduction of Socialism easier. 
They are socialistic in three distinct senses: first, because 
they propose to set on foot a process of redistributing 
wealth and incomes so as to reduce class inequalities, and 
above all to lift up the standard of living for those lowest 
down iQ the social scale; secondly, because they involve 
a substantial increase in, the public ownership and control 
of industries and services, and a corresponding con­
traction of the scope for profit-making; and thirdly, because 
they include a considerable advance towards the democratic, 
planning and organisation of the nation's economic 
resources for the promotion of the general welfare. In 
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these ,three senses Ltzboll1".r [mm,tliah Progrtmtllll makes 
in the direction of Socialism; and the Labour Party wants, 
above all others, supporters who not only agree with its 
immediate legislative programme but also understand and 
sympathise with the broader social purposes which lie 
behind these proposals. 

CHAPTER IV 

THE SOCIAL SERVICES: I. CHILDHOOD AND YOUTH 

THE nature of Labour's purposes I have already tried to 
indicate in general~. The Labour Party believes 

that the primary function of govemment is to promote 
the wc1&rc of the people, and that it is an essential duty of 
the Government to ensure that all' the essential resources 
of the community shall be applied to promoting this end. 
It believes that the child should from birth be assured of 
good nourishment, healthy surroundings, and whatever 
else makes for balanced soundness of both body and mind. 
It believes that education should be open equally to all.. to' 
the extent of their ability to profit by it, without regard 
to the parents' means, and that the segregation of classes 
which at present dominates English education is radically 
bad. It believes that the boy or girl who leaves school 
or college to enter a "gainful occupation" should be assured 
of proper opportunities for training, of reasonable hours 
of labour, and of good conditions of work, and that there 
should be plenty of facilities for further part-time educatiod 
after leaving school, and fot' change of job, with further 
training, when the initial choice proves to be unfortunate. 
It believes that men and women who work for wages or 
salaries should receive in all cases a decent living wage, 
including paid holidays, and should be compelled to work 
neither for excessively long hours nor under unhealthy or 
overstraining conditions. It believes that all workers 
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should have the fullest freedom to organise, and should 
be protected against arbitrary dismissal or victimisation for 
the exercise of these rights. It believes that they, together 
with their dependants, should receive adequate maintenance 
when they are unemployed or sick or unfit for work owing 
to disablemettt of any sort. It believes that when they 
are past work, at whatever age, they should be able to 
claim as of right a living pension paid out of public funds, 
and that, throughout their lives, they should be able to 
look to the community for proper medical and dental 
assistance and hospital treatment, whenever they require 
these things, without any stigma of pauperism being 
attached to any of these services. • 

Not one of these proposals is in itself revolutionary, 
or more than a development of what is already being done. 
For the child and the nursing mother a beginning has been 
.made, albeit on a very meagre scale, with maternity and 
child welfare services, including the supply of milk and of 
medical assistance and advice. A little has been done 
towards the provision of Nursery Schools. Elementary 
Education is already free and universal up to 14, and the 
school-leaving age is in process of being raised to 1" 
. subject, unfortunately, to exemption for what is called 
,. beneficial employment." Secondary education is still 
the privilege of a small minority; but the State has done 
something towards the provision of free places, sometimes 
with maintenance allowances. There is some provision 
for technical training, some limitation on the hours of 
work of. young persons, and some regulation under the 
Factory Acts and other measures of the conditions under 
which, young persons are allowed to be employed. For 
adultsthcreare minimum wage laws in a limited number 
of trades, and hours of labour are regulated to some extent 
either directly or through the fixing of wage-rates in relation 
to a standard working week. Conditions for women 
workers in factories, for miners, and for a few other classes 
of workers are under some sort of regulation by the State. 
Collective. bargaining, though limited by the vindictive 
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Trade Disputes and Trade Unions 'Act of 19z7, is practised 
in most of the more important industries; but there is no 
legal protection against victimisation or arbitrary dismissal. 
The unemployed receive in most cases either unemploy­
ment bene.6t or unemployment assistance, including allow­
ances for dependants; and there is provision at a more 
meagre standard for cash and other benefits in sickness, 
though dependants are still excluded from the advantages of 
the health insurance scheme. There is provision, still on 
a very inadequate scale, for workmen's compensation in 
case of accident or certain kinds of occupational disease. 
Finally, there are Old Age Pensions, stilI wretchedly Jow, 
,on a non-contributory basis for needy persons at 70 years 
of age, and on a contributory basis at 61 for Jnsured workers 
and under certain conditions for widows and their 
dependants. In addition, there is some provision for 
medical treatment under the Insurance Acts, and for 
institutional tIeatment (still in most areas on a very 
unsatisfactory basis) through the public hospitals taken 
over from the Poor Law Guardians a decade ago. 

Many of these existing services are scandalously inade­
quate, or granted, like Unemployment Assistance, only 
under unjustifiably inquisitorial conditions or on an unduly 
restrictive basis. But they exist and they can be improved, 
One of the main tasks of the Labour Party, early in itS 
period of office, will be not so much to devise new services 
as to bring those which are already in being up to a 
more satisfactory standard. The State has already accepted 
the obligation to do IDlllelhing towards the prevention 
of distless and the creation of decent conditions for the 
whole people in childhood and adolescence, in manhood 
and old age. Where this IDlIJelhing falls short of what is 
needed, it will be the mission of the Labour Party speedily 
to enact that the State shall undertake IDlllelbing IIID". 

Let us see, then, first of all, what most needs doing 
for the speedy improvement of the existing social services 
in these various ficlds. In the field of maternity and 
child welfare, the most urgent task is not the framing of 
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fresh legislative measures; though this too I12S its place, but 
rather the putting into general effect of the powers already 
possessed by Local Authorities throughout the countty. 
For the trouble is that these existing powers are to a great 
extent optional, so that the more backward authorities have 
done very little about them. A small step forward was 
recendy taken in the Midwives Act, which requires every 
area to ensure the provision of an adequate midwifery 
service; but there remains an urgent need for more and 
better hospital accommodation for maternity cases, for the 
extended provision of ante-natal clinics and maternity and 
child welfare centres, and of adequate staffs of health 
visitors and qualified doctors, including women doctors, 
and for the regular supply, whenever it is. needed, of pure 
milk and of food to mothers both before and after child­
birth. It is notorious that in recent years, while other 
mortality rates have been falling, the mte of maternal 
mortality I12S remained exceedingly high, and puerperal mor­
tality is actually a good deal higher to-day than it was ten 
or twenty years ago. The wide differences in maternal 
mortality between areas show plainly that many of these 
deaths are preventable; indeed, a Departmental Committee 
which investigated the matter in 1932 reported that at least 
half the maternal deaths occurring every year could be 
avoided by proper care and treatment. What is needed 
here, to follow up the Midwives Act, is a measure making 
obligatory on all local authorities an all-roUnd provision of 
maternity services, including free milk and other food 
wherever the need exists.1 

Proper protection to the mother will go some distance 
towuds protecting the child also. But much more needs 
to be done in this field. Child welfare centres are still 
inadequate in number and equipment, and are largely 
specialised to dealing with babies, so that there is a 
dangerous gap between the ages of two and five, when the 
child comes within the scope of the school medical service. 
Nursery Schools are still very few and provide for only 

1 Sce Prolld ,''' N.tiotI, M.,"",. Labou.t Party, ad. 
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a tiny fraction of the .children who need them; and the 
Board of Education has tended in recent years to encourage 
the provision only of Nursery Classes in place of properly 
equipped Open-Air Nursery Schools, and to treat both 
as mere palliatives for bad home conditions, or as required 
only for children whose mothers are away at work, and, 
not for normal children. 

Here is a manifest opportunity for rapid development. 
It is not suggested that attendance at Nursery Schools 
should be made compulsory; but there is a plain need to 
lay down by law that every local authority must as soon as 
possible provide them in sufficient numbers to accommodate 
all children between ~ and , whose parents· wish them to 
attend. In addition, the supply of free milk should be 
made available not only for mothers and infants, but for 
all children under school age, either through the Maternity 
and Child Welfare Centres or through the Nursery Schools. 
If a sufficient supply of free milk is not made available 
at the outset, mothers should be allowed to buy additional 
supplies at very cheap rates by registering at the School 
or Centre. There is no conceivable reason for leaving a 
gap between infancy and school-time during which the 
majority of children are compelled to go short of an 
adequate supply of milkl. 

I am under no ddusion that the adoption of thc;se 
reforms, inlportant as their effect would be, could give the 
poor man's child as good a chance of health as the child of 
parents who can assure it a thoroughly satisfactory diet and 
environment. Poverty is an unhealthy condition, which we 
must set to work to eradicate by much more fundamental 
measures. But that is no reason for not doing at once 
what can be done to mitigate some of its more disastrous 
consequences. 

Turn now to the question of the child at school. 
School-feeding, instead of being exceptionaI, ought to 
be made universal and free; and the Milk-in-Schools 
scheme ought also to be applied unifortn!y over the whole 

I See Till C/Ji"""'. C_. Labour Patty, ,d. 
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country on it more generous scale, in holiday periods as 
well as during the school terms. 

Apart from the general improvements of educational 
standards, which will be discussed in a subsequent chapter, 
there is it pressing need for better provision of Special 
Schools for the education of backward and defective 
children, and of schools for those who require open-air living 
conditions. Much more ought also to be done to provide 
open-air schools and camps to which children from the 
towns can be sent, at the public expense, for long periods 
during the summer months. Every urban school ought to 
have not merely adequate playing fields within reasonable 
distance, but a place in the country where in the summer 
a considerable part of its activities could be carried on. 

Even if' all these things were done, there would 
remain as it blot upon the English educational system its 
disastrous segregation of social classes. The institutions 
known as "public schools "--despite the fact that they are 
completely outside any form of public control-.e 
essentially upper-class seminaries, designed for the training 
I)f an exclusive class of "gentlemen," and stand for a 
still .very powerful class-monoply of the better-paid 
professional and administrative posts. The publicly 
provided and grant-aided Secondary Schools are doing 
something towards breaking down this monopoly; but it 
will never be thoroughly broken as long as the dual system 
of education continues to exist . 

. There are other aspects of policy closely related to 
the welfare of school children. It is of the greatest 
importance to prohibit entirely all employment out of school 
hours of children attending school. The value of education 
is undermined if the children are too tired to attend, or 
if their minds and bodies are subjected to too a heavy a load. 
Again, school medical inspection, as it now exists, is 
altogether inadequate. Routine inspections are of little 
value unless they are followed up by continuous care. There 
ought to be continuous medical supervision of the health 
of all school children, including free treatment wherever 
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it is needed. Free dental treatment is of particular impor­
tance; for bad teeth are a most common source of ill-health, 
and the treatment at present available is much too expensive 
for full use to be made of it by the children of poorer 
parents. Tbe entire school medical service needs raising 
immediately to a much higher plane. Tbe attempts now 
being made to promote physical education will be of little 
value· unless measures are taken to ensure that the children 
shall be in good enough health to profit by them. 

As matters stand to-day, there are wide differences of 
educational standard not only between town and country, 
but also between richer and poorer districts in the same 
town. Scholarships and free places in higher types of school 
are won much more often by children whose parents live 
in relatively highly rented houses than by those who come 
from the poorer districts. This class-selection exerts· an 
enormous influence on the quality of the national life as a 
whole. It has been calculated that "at least half of the 
superior ability which exists among the children of the 
British public is either going to waste or is being compelled 
to fight against immense educational disadvantages in 
equipping itself for the business of life.''' . 

When the boy or girl leaves school, at 14 or Ij or'l6-
beyond which age only a very small minority remain-in 
order to earn a living, the need for future protection arises. 
Something is already done, through Juvenile Advisory 
Committees, to give some guidance in the initial. choice 
of an occupation; but much more than this is urgently 
required. Tbere is nothing to prevent the gross exploita­
tion of juvenile workers at low wages upon jobs which 
are devoid of value in training them for subsequent 
employment. Something has been done to limit hours 
of labour for juveniles under the Factories Act of 1937, 
which in normal cases prevents workers under 16 in· 
factories, docks and warehouses from being employed 

1 J. L. Gray II1d P. MO$hin.ky. AbiDty.ItJ Opptwllmity ill EogD,b 
EiMnIh"OII. On the whole subject sce Till CQIIJiJiflll 0/ B,iltlin. by G. D. H. 
oncI Margaret Col., Chapter VI. 
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for more than 44 hoUrs a week, and those over IG from 
working more than 48 hours, but fails to prohibit overtime 
for the second of these groups. But the l'actorics Act 
does not cover anything approaching the entire range of 
juvenile employment; and there remain many scandalous 
cases of overwork as well as of underpayment and blind­
alley occupation. There is need for a new charter for all 
young workers, limiting the working week to 40 hours 
as a maximum with a complete prohibition of overtime, 
preventing absolutely the employment of young persons 
in unhealthy or dangerous. mdes, providing for regular 
medical and dental inspection and treatment, and ensuring 
holidays with pay and rights .pf collective bargaining 
through the Trade Unions.l 

Much that is important has unavoidably been omitted 
from this brief account of LaboUI's immediate proposals 
for coping with the problems of childhood and of youth. 
These problems have acquired in recent years a new 
significance as public opinion has been gradually aroused 
to the significance of OUI falling birth-rate and of the 
prospect before long of a catastrophic fall in OUI total 
population. Already the age-composition of the British 
people has been radically altered by this fall in the number 
of births, which no possible saving in infant and child 
mortality can affect. . Juvenile labour, which has been 
plentiful, is in process of becoming scarce; and we have to 
be on OUI guard against the short-sighted view that this 
scarcity ought to be met by a curtaiIment of the opportunities 
for education. The truth is the very opposite. The fewer 
the children are, the more important is it that they should 
be as intelligent and well educated, as healthy and produc­
tive, as they can possibly be made. The state of the 

. population is forcing upon us 8 more careful attention 
to the problems of child life. it is making us more aware 
of the folly of exploiting children at the cost of thcir 
efficiency as citizens and as producers. 

Later on in this book the population problem will 
1 Sce J. Gollan. YlJIdb;" Brililb ltubulTy. 
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come up again, in' xeIation to the possibilities of child 
endowment and again in its beating on the planning of 
industry. At this stage I am dealing only with immediate 
improvements in the existing social services, and accordingly 
these aspects of the matter do not arise. But clearly the; 
trend of population fumishes an additional reason for 
doing what ought to be done in any case on grounds of, 
humanity and common decency to improve the quality 
and the happiness of childhood and adolescence and to 
remove once and for all the reproach that a large proportion 
of the citizens of Great Britian never get a proper start in 
life, but are compelled to grow up stunted in hody ~d .. 
mind for want of good nourishment and reasonable 
opportunity to equip themselves adequately for the arts 

of living and the tasks of communal service. 

CHAPTER V 

THE SOCIAL SERVICES: II. THE PEOPLE AT WOIUt 

WE have seen what needs doing immediately, within 
the framework of the existing social services, for 

the children and for the young people entering .. gainful 
occupations." Let us sce now what needs to be done for 
the main body of adult men and women who live by 
working for wages or salaries or, all too often, on "doles" 
of onc sort'or another because they can find no jobs. 

The State at present assumes no general responsibility 
for seeing that the employed workers sball receive an 
adequate living wage. It is still the presumption that in 
general wages can be left to the higgling of the market 
-to the private bargains of employers and workmen, 
modified by collective Trade Union bargaining in those 
occupations in which sufficiently powerful Unions have 
been built up. Only in exceptional cases does the State 
at present intervene to fix a minimum wage. It does 
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this on behalf of agricultuml workers; under the Agricul­
tuml Wages Acts of 1924 and 1937; for the rural labourer 
has always been exceptionally ill paid, and, in.view of the 
many concessions made to the farmer, it would be out of 
the question to deny all protection to the labourers' 
standard of life. In addition the State, under the Trade 

,Boards Acts of 1909 and 1918, enforces minimum wage­
rates in forty or 60 trades employing for the most part 
a high proportion of women workers. A minority of 
corton operatives have their wages protected against 
undercutting by recalcitrant employers under the Cotton 
Weavers' Act of 1934; and coal miners have also possessed 
a very ineffective form of protection for their wages since 
the great coal strike of 1912. Government and municipal 
contractors are compelled by the Fair Wages Clause to 
observe in public contracts the wages and conditions 
ordinarily granted by reputable employers in the areas 
in which they work; and there is a very scanty power 
given to the Traffic Commissioners to protect the wages 
of certain road transport workers under the Transport 
Acts_ 

In 1lddition to these measures the Road Haulage Wages 
Act of 1938 has set up a Road Haulage Central Wages 
Board with power to fix minimum wage-rates for workers 
engaged in the 1lctual transport of goods by road for 
transport contractors-that is, for holders of A and B 
licences under the Road and Rail Traffic Act of 1933. In 
addition, the Act of 1938 allows holders of C licences who 
believe their remuneration to be unfair to appeal to the 
Industrial Court to fix a "statutory remuneration." Thus, 
drivers and attendants in the goods section of road trans­
port are now to be assured a minimum wage; but the 
Act does not apply to workers in garages or to others not 
actually travelling with a goods vehicle. 

These examples exhaust the list of publicly regulated 
rates of wages. Outside this limited field, the employer 
is free to pay whatever wages he can induce workers to 
accept. 
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The area covered by_ Trade Union bargaining is, of 
course, a good deal wider than that of wage-regulation 
by the State. There are approximately five and a half 
million Trade Unionists in weat Britain-<lbout one in 
three of the employed population over eighteen years of 
age. Some of these Trade .Unionists are, of course, in 
occupations covered by minimum wage laws;_ but on the 
other hand the collective bargains struck by Trade Unions 
apply in practice to a good many workers who are not 
Trade Union members. Trade Unionism probably covers 
in effect well over half the wage-eami.ng section of the 
people, as well as a small fraction of the sa1ary-eamers. 
But its power to secure satisfactory wage-rates is limited 
by its bargaining strength. and that in turn depends on 
the state of trade as well as on the number of workers 
enrolled in the Unions.' 

In industries that are seriously depressed for any long 
period wages inevitably fall away, even if Trade Unionism 
is widespread. The well-established Trade _ Unions of 
coal miners, shipbuilders and cotton operatives have not 
been able to prevent the earnings of their members from 
being heavily cut down. Doubtless if there had been 
no Unions, the wage-cuts would have been a great deal 
worse; but even the most powerful Union cannot stand 
out indefinitely against unfavourable economic conditions, 
as the miners have had cause to discover more than once 
since the collapse of coal prices in 1921. • 

In a good many industries Trade Unionism is very 
much stronger among the skilled than among the less 
skilled workers. In such cases it often happens that 
large groups among the less skilled are left without effective 
protection for their wages, even where the skilled men are 
able to extract relatively high rates. Some of the worst 
instances of underpayment are to be found in industries 
which have the reputation of being fairly well organised 

1 For the PRSCDt position. sce Brilirb TrtIIh Unitmi"., TfHltq. ByG. D. H_ 
Cole and othcrs-a book ~ving • full account of the strength and weakness 
of OrganiUltion iD. the variOUS industries and .crvi.cca. 
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-in branches of the textile trades, for example, or in 
certain sections of the lighter mellll-working industries. 
For, where the main body of workers in an industry seems 
to be reasonably able to look after its own wage-interests, 
the State is disinclined to intervene in order to regulate 
the wages of a less skilled minority, even when its con­
ditions are demonstrably very bad. Trade Boards have 
been set up mainly for the smaller industries which employ 
large numbers of female workers: trades which employ 
male labour exclusively, or at any rate preponderandy, 
ate usually left unregulated, even if wages in them are 
. very low and no effective form 9f collective bargaining 
exists. 

Thus it Gomes about that a large proportion of the 
workers, especially in the less skilled types of labour, are 
without the protection either of collective bargaining 
through Trade Unions or of a legal minimum wage. 
Among factory workers this applies principally in the 
smaller and more scattered industries and to a very great 
extent in the new trades manufacturing consumers' goods, 
which have expanded rapidly in recent years, especially' 
in the southern half of England. The motor industry 
is the largest single industry in which there are found 
great establishments employing many thousands of workers 
with hardly any Trade Union organisation; but there are 
a great many smaller trades, as well as individual establish­
ments in trades only partly covered by Trade Unionism, 
in which wages and conditions are without any sort of 
protection. Even in the greater industries where Trade 
Unionism is relatively strong, there remain considerable 
numbers of establishments for which no effective bargaining 
machinery exists. 

The position is a good deal worse in the majority 
of non-manufacturing occupations. Organisation among 
road transport workers has improved considerably in 
recent years, especially since the establishment of a measure 
of State control through the licensing system. But there 
are still a great many unorganised dtivers of vans and 
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lorries, and much unorganised labour in garages and 
depots.' There is urgent neec;l for some form of regulation 
of conditions, particularly for the employees of small 
firms which do not belong to the employers' organisations. 

Among distributive workers organisation is strong in 
the Co-operative movement, and most Co-operative 
employees are protected by fairly effective forms of collective 
bargaining. But in private trade the position is very 
difl"aent, and the vast majority of workers are without any 
sort of protection. The Shop Assistants' Union has indeed 
made remarkable progress during the past two or three 
years in organising workers in some of the larger depart­
ment and chain stores and in arranging on their behalf 
collective agr~ents which represent an important advance 
on previous standards. of payment. But these successes 
only throw into relief the very unfavourable conditions of 
the main body of shop assistants, especially in the smaller 
shops and stores. This disparity is recognised by those 
employers' associations which have entered into bargaining 
relations with the Shop Assistants' Union; and proposals 
have recently been submitted by a conference representing 
employers and workers for the establishment of a system 
of legal minimum wages to be applied compulsorily 
throughout the distributive trades. These proposals are 
before the Minister of Labour as I write these words; and 
it seems likely that before long a special system of wages 
boards will be set up by law. Certainly it ought to be; 
and if this has not been done in a satisfactory way before 
a Labour Government comes to power, it will be indis~ 
pensable for it to pass the requisite legislation at the earliest 
possible moment. . 

There remains the much more difficult problem of the 
large but scattered mass of workers in a great number of 
miscellaneous occupations at present putside the range 
either of the Trade Boards Acts or of any sort of collective 
bargaining on a national or even a district basis. There 
is an overwhelming case on humanitarian grounds for 
endeavouring to improve the wages and conditions of 
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these workers, who include to-day by far the worst-paid 
sections of the working classes, not even excepting the 
agricultural workers. Where a worker employed in one 
of these trades is the father of a family it is often utterly 
impossible for him to provide for his children the minimum 
nourishment required for healthy living; and it often 
happens that households of this type are better off when 
the wage-earner loses his job, and has to apply for un­
employment assistance, or even insurance, than when he 
is in receipt of his normal earnings. This constitutes a 
serious problem from the stand~oint of anyone who is 
setting out to improve the positlon of the unemployed; 
for it is at once argued that it is impracticable to raise 
unemploym~t benefit or unemployment assistance because 
as soon as this is done there will be a great increase in the 
number of workers for whom idleness "on the dole" is 
more profitable than employment or, at any rate, to whom 
the difference of income is too inconsiderable to furnish 
an adequate incentive for holding down a job. 

It is undeniable that this situation confronts the un­
employment authorities with an awkward problem. But 
the remedy is not to cut down unemployment allowances, 
or to retain them at their present level where they are too 
Iow ror satisfactory living, but to raise the wage-rates of 
the worst paid sections of the employed population. The 
Unemployment In$urance Statutory Committee in the 
course of a recent enquiry into the normal earnings of 
recipients of benefit found that in August, 1937, out of 
4II,COO claimants, there were 5,7S1 whose benefits when 
unemployed were equal to or greater than their normal 

. full-time earnings, and nearly H,COO others who were 
receiving almost as much in benefits as they had earned 
previously'.in full-time work. There were nearly 400 
adult men earning less than 1, t- a week, and only 11 of 
these were found to be suffering from any definite physical 
disability. Admittedly, wages as low as these are the 
exception; but they are still paid in quite a sufficient number 
.of cases to constitute a serious social problem, and the 
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existence of wage-mtes such as these at the bottom of the 
scale exerts an unfavoumble influence on the rates paid for 
a great many kinds of less skilled labour. 

It may be suggested that the reason for these ex. 
ceptionally low wages is to be found in the exceptionally 
depressed conditions of the trades in which they are paid. 
Doubtless this is true in a limited number of cases-for 
example, in the cotton industry. But anyone who studies 
the list of occupations affected, as published in the report 
of the Unemployment Insurance Statutory Committee, will 
soon see for himself that a considemble number of these 
occupations, far from being depressed, are prosperous anll 
expanding, so that they ought to have a capacity well 
above the average for paying their employees at reasonable 
mtes. They include, for example, greyhound racing tracks, 
dance-halls, cinemas, public houses, clubs, garages, and a 
large number of miscellaneous "service" occupations, as 
well as scattered and ilI-organised factory trades which are 
at present outside the scope of minimum Wllge regulation. 
The real reason why most of these trades get their labour 
60 cheap is not that they are unable to pay more, but that, 
needing kw skilled workers, they are able to recruit their 
employees from the least independent and organi.sable 
sections of the working class. 

I do not doubt that quite a number of these bottom. 
dogs of industry are of inferior mental capacity, or tha~ 
some of them have drifted into these grossly underpaill 
occupations through some fault of their own. But in a 
good number of cases I believe they are in this unfortunate 
situation mainly because of ill-luck-for example, because 
they started as boys in a blind-alley occupation, or" for 
some other reason failed to secure any useful ~g in. 
their formative years, or because they have 'been thrust­
out of some depressed industry and been' compelled to-. 
pick up a casual living as best they can. I am at any mre, 
convinced that it is inconceivable that a Labour Govern-, 
ment could allow such conditions to continue in being. 
and accordingly that fresh minimum Wllge legislation woul<L 
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have to be carried through at :111 early stage of the Govern­
ment's tenure of power. 

In a good number of cases the need can no doubt best 
be met by a simple extension of the Trade Board system. 
There is no statutory reason why Trade l30ards should be 
confined, with a few exceptions, to trades employing a 
high proportion of female labour, or, as they have been so 
far, mainly to manufacturing occupations subject to the 
Factory Acts. Milk distribution has already been· brought 
under regulation by a Trade Board; :I11d there is no reason 
why garages and cinemas, dance-)1alIs and racing tracks, 
clubs and public-houses, as well as many of the smaller 
factory trades, should not be similarly regulated. 

I do, however, believe that something more than an 
application of the Trade Boards Act to additional trades 
will be required. There are a considerable number of 
miscellaneous and scattered occupations the range of which 
it is exceedingly difficult to define so as to bring them 
within the scope of a l30ard established for the regulation 
of wages in a particular trade. The Labour Party has not 
committed itself on this point; but personally I favour the 
establishment by law of a General Minim~ Wage O>m­
mission, empowered either directly or through sub­
committees of its own to prescribe minimum rates for :I11y 
group of workers outside the scope of the existing Acts, 
wherever conditions of serious undetpayment are dis­
covered to exist.' 

Even if the reforms which I have advocated were 
carried mto effect, the problem would not be fully solved; 
for it would be impracticable immediately to raise wages 
in many of the worst paid trades to a level which would 
provide adequately for the needs of the larger households. 
Where there arc several dependent children, the existing 

;wage system, which pays no regard to family needs, results 
inevitably in serious hardship among the lower-paid types 
of workers. Even if wages in the unregulated occupations 

1 5 •• LirJi., Wo,..: Tb. Cut fw A N,., MiIIi_ W .. Ad, by G. D. H. 
Col.. Fabian Society, &I. 
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were brought up to the stsndards now existing in the 
majority of the Trade Board trades, this hardship would 
remain; for it exists to-day, although in a somewhat 
smaller measure, even where wages are regulated by law. 
In most Trade Board trades men's minimum wages are only 
about 10/- for a 48 hour week, and women's wages not above 
30/-: and some Trade Boards still fix rates substsntially 
lower than these. & a large proportion of the total 
number of children in the community is naturally found 
in the larger families, the hardship inflicted upon the 
children is much more widespread than the number of 
workers eatlling very low wages would suggest. 

For many years I have regarded the institution of some 
system of family allowances lIS the only possible solution 
of this problem within the framework of the . existing 
system. It would not do to make wages vary in accord­
ance with the family responsibilities of the wage-amer; 
for !his would either give the employers an inducement to 
employ unmarried or childless workers, or, if a pooling 
system were adopted, place a powerful new weapon in 
the employers' hands. Nor would it do to institute 
family allowances on a contributory basis on the lines of 
the existing insurance schemes; for this would involve a 
further' extension of regressive taxation, and, as we shall 
see, if insurance contributions are to be raised at all, the 
additional funds will be fully needed for the improvement 
of the existing range of services. The only acceptable 
form of family allowances is a scheme based on direct 
provision of the money by the State out of the-proceeds 
of general taxation. Such a scheme would inevitably be 
very costly if it were to be applied at a satisfactory scale 
to all children; and I do not believe that it could be afforded 
at the present stage without detriment to other necessary . 
developments of the social services. I therefore favour .. 
as • beginning, • system of family allowances financed 
out of general taxation but restricted to the larger families 
-say, a scheme beginning with the third dependent child. 
This would be relatively inexpensive; and it would go • 
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long way towards meeting the most urgent problem­
under-nourishment among the children who are members 
of the larger families. 

The Labour Party is not committed to this proposal. 
There is, indeed, considerable difference of opinion about 
it among Labour Party supporters. There is some fear 
among Trade Unionists that a system of family allowances 
might upset the wages fixed by collective bargaining, and 
that the benefits of it might be cancelled by wage-reduc­
tions. This fear would be justifiable if what was proposed 
wee!>. a scheme to be financed by employers; but it has, I 
believe, no application to a scheme financed out of taxation 
and beginning only with the third child. A limited scheme 
of 'this sort; could not possibly affect wages or collective 
bargaining in any way. Another body of opinion inside 
the Labour Party opposes family allowances at the present 
stage on the ground that the limited money available for 
the development of the social services can for the present 
be spent better in other ways-for example, by providing 
more free services such as free milk, school meals, improved 
health services, and so OD. I regard this objection as 
valid against a comprehensive scheme of family allowances· 
beginning with the first child; but I believe it should be 
possible to combine a limited scheme of allowances with 
the requisite development of the social services in other 
fields: I shall continue to do my best to convert the 

. Labour Party to my point upon this issue; but the proposal 
here advanced must not be taken at present as forming 
part of the· Labour programme. 

In addition to extending the scope of minimum wage 
regulation a Labour Government will, of course, do its 

. best to· help the Trade Unions to secure improved wages 
. and conditions in industries in which legal regulation is 

• ,not desired. There are, however, limits to the possibilities 
of Government action in this field. It is for the Trade 
Unions themselves to take advantage of the favourable 
opportunities for action presented by the presence in 
office of a Government friendly to their claims. It can 
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hardly be doubted that the return of a Labour Govemment 
would enable Trade Unions to enrol large numbers of 
additional members, especially in the new industries which 
are still so largely unorganised; and it is also evident that 
the putting into effect by the Government,.of a policy 
designed rapidly to expand the volume of employment 
would greatly increase the Trade Unions' bargaining power. 

Wages, of course, are by no means the only respect in 
which. a Labour Government would be called upon to 
bring about a speedy improvement in the conditions of 
labour. There is also the important question of working 
hours. The Labour party has promised, in its Immediate 
Programme, to introduce legislation for shorter working 
hours, "taking liS a standard a 4o-hour working week, 
with such adaptations as may be necessary." It is added 
that" details of the application of this legislation to diffel;CDt 
. occupations will be settled in consultation with the repre­
sentatives of those concerned," and that an attempt will 
be made, through the International Labour Organis'ltion, 
to secure the adoption of an International Convention 
.prescribing a 4o-hour week. 

At present the majoriry of organised industries work 
'at most a 48-hour week; and the 48-hour week is 
also taken as the standard in most of the trades under 
Trade Board regulation. To reduce working hours from· 
48 to 40 at a single blow would be an ambitious Under­
taking, and might cause considerable dislocation in certain . 
of the exporting industries. It would therefore probably 
be necessary, while applying the 4o-hour week immediately 
to the general run of trades producing for the home market, 
and especially to those in which speeding up by mass­
production methods has greatly intensified the strain of.' 
labour, to approach the 4o-hour week more gradually. in • 
trades which are especially subject to foreign competition 
in the export market,> and to allow them a transitional 
period for re-adjustrnent to the new conditions. Atthe 
same time, hours of work in the coal mines would pre­
sumably be reduced immediately to the 7-hour limit at . 
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which they stood before 1916, and a period of grace would . 
be given before making a further reduction to say, 61 
hours.· It should of course be remembered that in view 
of the extra allowance which has to be made for winding 
time, the reaJ working hours of coal-miners are longer on 
the average by about half an hour than the nominal shift. 

The! Labour Party is also pledged to introduce legisla­
tion imp"osing on all employers a legal obligation to pay. 
for the existing statutory public b,olidays, and to grant in 
addition a statutory period of holiday with pay in each 
year. There has been' considerable extension during the 
past year or two in the number of collective agreements 
providing for holidays with pay; but these still cover only 
a minoliityef the whole body of workers, and are besides 
in many respects inadequate and subject tD unsatisfactory 
conditions, It will be necessary not only to make the. 
system of holidays with pay universal, but also to insist 
on payment for at least a week in each year at full rates of 
wages and to prevent arbitrary restrictions from being 
imposed by employers on the receipt of these payments.l 

Conditions of employment, apart from hours and wages, 
need to be dealt with by a further amendment of the Factory 
Acts, and also by an extension of the scope of legislation' 
to cover occupations, such as office work" which are at 
present inadequately protected or not protected at all. 
The Factories Act of 1937 was in many respects a very 
insufficient measure, going much less far than the Bill 
drafted by the Labour Government as long ago as 1924. 
There is especially an immediate need for protecting the 
.conditions of employment in such places as garages, and 
also for a great stiffening up of the regulations applying 
to work in shops. 
. .There are· two other matters relating to conditions of 

labour about which a Labour Government will be called 
upon to take immediate action. The Trade Disputes II1!d 

1 For the Labour propoeals. Ice HolitI.p ",ilb Ptg: Ibf T.U.C. Pfll;9~ 
Tl1Id .. Union Cong"' ... ja. and H.liHJJ JDr All, Trades Union ConS-. 
ad. . 
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Trade Unions Act of 1917 was a thoroughly vindictive 
measure, by which, under cover of making unlawful a 
repetition of the General Strike, the Conservative Govern­
ment did its best to hamper the effectiveness of ordinary 
Trade Union action. Sympathetic strikes were setiously 
and ambiguously restricted; the right of piCketing was 
practically taken away, and the law relating to intimidation 
stretched to intolerable lengths; workers in the public 
'service were arbitrarily detached from their allegiance to 
the Labour movement, and local authorities were forbidden 
to make Trade \.Inion membership,a condition of employ­
ment. All these restrictions, together with others hardly 
less burdensome, were additional to the obstacles placed 
in the way of 'rrade Union political action by ,the im­
position of the system of "contracting-in" in piacC" of the 
older "contracting-out" in respect of the political levy. 
The Act of 1927 will have to be unconditionally repealed 
in order to restore to the Trade Union movement even the 
limited freedom of action which it enjoyed before the 
General Strike. 

But it is not enough merely to undo this legislation. 
The rights of combination and collective bargaining need 
t,o be further safeguarded. It should be illegal for an 
employer to refuse his employees the rights of organisation 
and collective bargaining; and the worker requires protec­
tion against arbitrary dismissal and above all against victim· 
isation for his Trade Union activities. It ought to be 
made impossible for employers to dismiss workmen without 
any right of appeal; and machinery such as exists already 
in a number of countries ought to be set up for safeguarding 
these rights. Moreover, workers in public employment 
ought to enjoy, both politically and industrially>, exactly' 
the same rights as workers in capitalist industry. This is 
indispensable if the field of collective bargaining and' 
Trade Union action is not to be fatally narrowed as more 
industries pass under State ownership and controL 
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CHAPTER VI' 

THE SOCIAL SERVICES: m. THE UNEMPLOYED­

SICKNESS AND OLD AGE 

IT will be the object of a Labou> Government to reduce 
as rapidly as possible the numbers of the unemployed. 

How to set about this task we shall see' in subsequenf 
chapters: here we are concerned only with the form and 
ampunt of maintenanc~ to be provided for these workers 
who remain unemployed, and for their dependants. 

o,mplete abolition of unemployment is plainly out of 
the question; for however great the totsl demand for 
labour might be, there would still be some workers 
without jobs, even if they were for the most part 
unemployed only for short spells. There would be also, 
unless steps were taken to provide for them in other 
ways, some elderly or disabled workers who were not fit 
for work, though they were counted as looking for jobs. 

We have therefore to consider, apart from the question 
of setting as many as possible of the unemployed to work, 
what treatment ought to be given to those who are left 
without earnings for shorter ot longer periods, and to 
what extent classes of workers at present receiving un­
employment benefit should be maintained in other ways. 

At present there are two main methods of maintaining 
the unemployed-unemployment benefit, which is paid 
out of a special fund contributed equally by workmen, 
employers and the State, land unemployment assistance, 
which is paid entirely out of the proceeds of general 

. taxation., ,There are regular scales govcming both these 
forms of payment; but whereas insurance benefit is a fixed 

. amount" varying only with the age, sex and number of 
'dependants of the applicant, unemployment assistance is 
subject to • Means Test, under which deductions are made 
according to the amount of other resources belonging to 
members Of the applicant's household. This Means Test, 
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which is wide enough to cover all persons living in the 
applicant's household, even if they are not related to him. 
is strongly resented among the workers,. and the Labour 
Party is pledged to abolish it. 

It is, however, the case that resentment is not quite 
so fierce now as it was when the Means Test was originally 
introduced in "1931 and administered thtough the Public 
,Assisrance Con;unittees, or when the Unemployment Assist­
ance Board, which now administers it, put forward its 
first scale of payments. The resentment is less partly 
because it is difficult for men whO' are kept for·· year after 
year at a starvation srandard to make themselves heard 
after the novelty of their protests has wom off, and partly 
because the scale itself has been made· somewhat less 
oppressive under stress of the general and 1Ulgry protests 
provoked by the original scale. So strong was this 
opposition that it was never possible for the Govemment 
to bring the original U .A.B. scale into force. It had to 
be withdrawn, and a transitional system had to be adopted 
while a new and rather less onerous scale was being worked 
out. 

Nevertheless, the Means Test remains generally and 
deservedlf unpopular, and continues to give rise to serious 
oppression and injustice, especially in the depressed areas. 
In the Labour view, it is unfair and unreasonable to divide 
the unemployed into two categories, one subject to 2 

Means Test and the other not; and it is utterly unfair to 
operate the Means Test on a h.,mhold instead of an ;nJivitlNal 
basis. If there is any case at all for such a test. i~ should. 
be based exclusive! y on the earnings of the applicant, or . 
at most of husband and wife. It should take no account 
of children's earnings--acept of course that benefit would. 
not be payable in respect of persons who were actually' 
maintaining themselves out of their own eammgs. 'Nor 
should it take account of any income coming into the 
household from persons on whose behalf the applicant is . 
not claiming assisrance. A Means Test of this revised' 
type would be much less objectionable than. the test at 

" 

• 
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present applied; but it is very doubtful whether there would 
be any advantage in applying such a test, the administrative 
cost of which might wipe out any reduction of assistance 
which it would involve. It should be noted that in 1937 
the total cost of administering the U.A.B. was substantially 
greater than the total "other resources'~ possessed by the 
applicants and their wives or husbands, though it was only 
about one-iifth. of the resources Possessed by all m~ 
of the applicants' households taken together. 

It would be a great deal simpler to administer 
unemployment assistance, as unemployment insurance is 
administered, without any Means Test at all. This was 
actually the position up to 1931, as the unemployed were 
not then divided into two separate categories. It would 
be simpler and better to go back to the previous system, 
and to treat all unemployed workers and their dependants 
on equal terms. 

It will be objected that to do this would be to take 
away the "actuarial ,soundness" of the Unemployment 
Insurance Fund. But this "soundness" is of no real value. 
It is secured mainly by adjusting the number of weeks for 
which benefit can be drawn to what the fund will bear at 
the weekly rates of benefit which are deemed appropriate 
from time to time. It would be perfectly simple to 
preserve the required balance by the State taking over the 
cost of benefits after so many weeks' payment, without any 
division of the unemployed into two separate categories 
receiving separate treatment. 
. In general, worken who are out of employment for 
relatively short periods are paid benefits out of the insurance 
fund, without a Means Test, whereas those wbo remain 

:workless for long periods have to apply for unemployment 
assistance under the U.A.B., and may receive no assistance 
at all if the income coming into the "household" is deemed 
enough to provide for its maintenance. Thi& distinction 
between short and long unemployment is highly un­
desirable. A worker who is transferred to U.A.B. is apt 
to feel that he or she is being thrown on the scrap-heap, 
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and to Jose heart and hope much more than one who is 
receiving payment as of right. If any distinction is to be 
made, it should apply not automatically after so many 
weeks' benefit received, but only when there is good reason 
to believe that a particular worker no longer stands a 
reasonable chance of getting back into employment unless 
special steps are taken to re-train him, or to restore him. 
to better physical or mental condition. 

Labolll"' s km.mall Progflfllm, declares plainly for proper 
maintenance of the unemployed, and for the abolition 
of the Means Test. The Labour Party regards unemploy­
ment as a national responsibility, the cost of which ought 
to be met out of public funds on terms which will fully 
ensure the maintenance of the unemployed and their 
dependants at a satisfactory standard of life. As the cost 
of living varies from time to time, it is not possible to lay 
down in absolute figures what the scales of maintenance 
ought to be; but it should be noted that prices, especially 
of foodstuffs, are a good deal higher to-day than they were 
when the existing scales of assistance were laid down. 
Thus, there is a clear case for increases, apart from the case 
based on the original inadequacy of the scales. 

In a memorandum' laid before the Minister in 1937, the 
General Council of the Trades Union Congress pointed 
out that, on the basis of estimates of food requirements 
made by the British Medical Association and Sir John Orr, 
the U.A.B. scales of assistance would not even suffice to 
cover food and rent for any household including as many 
as three children, without allowing anything for ex­
penses of other kinds. The U.A.B. scales for children. 
range from, /- a week up to live years of age to 6/- at 14. 
and are clearly too low for the younger children.. Yet 
these rates are better than those provided under unemploy­
ment insurance, even after allowing for the increases 
recommended by the Statutory Committee early in 1939. 
A man and wife under the U.A.B. are allowed 24/- a week: 
a man alone gets 1,/-. or 16/- if he is the head oh house-, 

I u_~ _ ,. COl' of L;';". Tndes UniOll CooglOSO, ,d. 
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hold: a woman gets 14/-. Under unemployment insurance 
a man gets 17/-, a woman 1 S /-, and a man and wife 2.7/-. 
It is impossible to argue that these rates are high enough 
to secure -a proper standard of living. At 1936 prices, 
Mr. Seebohm Rowntree estimated that the minimum 
human needs of a family of five, including three children, 
came to '3/- a week in a town, and at least 41/-, allowing 
for a lower standard, for an agricultural labourer and his 
family. Under the U.A.B. scale a household of this size 
would get from 33/- to 42/-. according to the ages of 
the children. Under ,the insurance scheme it would get 
36/-, or 33 /- in the case of an agricultural household. 

There is, then, a plain need for improvement in the 
rates of benefit under both schemes. It will be objected, 
as we have seen, that payment at adequate rates would 
bring the incomes of the unemployed up to or beyond 
normal earnings when at work for a substantial number 
of the larger families. But this, though it may slow up 
the pace of improvement, is much more a reason for 
raising wage-rates and providing some form of family 
allowances than for keeping the unemployed on starvation 
rates. At the least, a substantial step will have to be 
taken immediately towards bringing the maintenance of 
the unemployed up to a satisfactory level. 

Low as unemployment benefit and allowances are, the 
benefits paid under the health insurance scheme are still 
worse. Standard health benefit is only 1, /- for a man, 
u/- for a single woman, and 10/- for a married woman. 
Disablement benefit, payable after the right to standard 
benefit has been exhausted-that is, normally after 26 
weeks' payments-is only 7/6. Moreover, there are 
unde~ health insurance no payments at all in respect of 
dependants. It is true that some Approved Societies 
which are in a favourable financial position pay higher 
rates than these; but a large proportion of the insured 
workers receive only the standard amounts, on which 
it is clearly impossible for them and their families to exist. 

An unemployed workman to-day, provided that he is • 

X ;75· "l.W" 
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fit for work, can draw weekly allowances that will at any 
rate'serve to keep him and his family from sheer destitution. 
But if he falls ill, and has to resort to health insurance 
for his weekly payments, he will be &ced with absolute 
starvation unless he can find other resources to supplement 
his sickness benefit. At the moment when, his need is 
increased by illness, his income is reduced. He is driven 
to the Public Assistance Committee, which will apply to 
his circumstinces a Means Test of its own, different from 
the V.A.B. test, and vuying from district to district, 
according to the attitude of each separate local authority. 

This curious situation arises because health insurance 
benefit has never been intended to provide a living income. 
Nor was unemployment insurance meant to do this, when 
it and health insurance were inaugurated together under 
the National Insurance Act of 1911. In, the case of 
unemployment, Parliament has been compelled by the 
severity and long continuance of depression gradually to 
raise benefits to an amount on which it is possible for the 
claimants and their families to exist. But health insurance 
has undergone no corresponding transformation. The 
benefits provided under it are still based on the assumption 
that the applicant possesses other resources of his own. 

Moreover, the State makes in aid of health insurance a 
much smaller proportionate contribution than the one­
third which it pays under the unemployment insurance 
scheme-even if we leave out of account the fact that 
unemployment assistance, as distinct from insurance, is 
paid for entirely out of public funds. For health insurance 
the State pays only one-seventh of the cost in the case of 
men, and one-fifth in that of women. Oearly, the first 
step towards improving benefit rates is to bring the' State 
contribution up at any rate to one-third. 

Health insurance covers, of course, not only cash 
benefits but also medical services. But here too the 
dependants of the insured workers are left out, except iq 
the case of maternity benefit to the wives of insured men.' 
There is no conceivable justification for this omission. 



68 THE SOCIAL SERVICES: 

If medical be1!efit is to renWn within the scot>e of insurance, 
it ought t>lainly to be extended at once to :all the det>endants 
of the insured. 

It would, however, be greatly t>referable to take medical 
treatment right out of the insurance system and t>rovide a 
complete public medical service for all comers, on a non­
contributory basis, out of t>ublil: funds. Such a service 
would need to be administered by the local authorities, in 
conjunction with their 'other health services .. It would be 
linked ut> with a national system of hospital organisation, 
in which the existing voluntary host>itals would be merged, 
and would include t>rovision of adequate specialist services, 
as well as ordinary medical attention. The Labour Party 
does not say that a complete service on these lines can be 
brought into being at once; but it proposes to advance as 
rapidly as possible towards this goal.' 

If health insurance is to be confined to the provision 
of cash benefits, and other medical services are to be 
provided for in other ways, there is a strong case for 
unifying the health and unemployment insurance systems, 
at any rate to the extent of providing uniform rates of 
benefit. Certainly the worker does not need less when 
he is sick than when he is well; and cash be1!efits should 
accordingly be made up at once to the same level for 
sickness as for unemployment. 

Closely bound up with the insurance services is the 
problem of workmen's compensation. The position in 
this field is at present thoroughly unsatisfactory. A 
Royal Commission is now sitting to consider the amend­
ment of the law, and detailed proposals must await its 
report. It is, however, clear that the existing limitation 
to • maximum payment of 30/- a week in the case of 
non-fatal accidents and to a maximum lump sum of £600 
in the case of death is radically unfair, and ought to be 
removed. Moreover, it ought to be compulsory for :all 
employers to cover their compensation risks by insurance, 

1 For Labour', health policy, .ee the Report in A SI.I, HMI" S ... , 
published in the Report of the Southport Labour Party ConfcmlC:C of '9H. 
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and there ought to be further restrictions on lump sum 
settlements where workmen are disabled for a CQnsiderable 
length of time. Nor ought the injured workman to be 
kept waiting while his claim is being considered. He 
ought to be enabled to apply immediately for health 
insurance benefit,· in order to prevent him from heing 
driven by poverty to accept an inadequate settlement of 
his claim. 

It is often suggested that workmen's compensatioll 
should be included among the services provided for by 
the method of contributory insurance on a compulsory 
basis. But it would be entirely unacceptable that any part 
of the burden of providing for compensation payments 
should be placed on the shoulders of the workers. This 
liability properly belongs to the employers: it is a part of 
the cost of production. Even if workmen's compensation 
were to be unilied with the insurance services, it would 
be reasonable that the workers should be exempted from 
making any contribution towards its cost. 

There is a much stronger case for extending con­
tributory insurance to cover the payments at death now 
provided for by the method of voluntary industrial 
insurance. The working of .industrial assurance is a 
crying scandal. At the beginning of 1936 there were no 
fewer than 92 million industrial assurance policies in 
existence, and the Insurance Companies and Societies were 
receiving in respect of them an annual premium income of 
£66 millions, nearly all from relatively poor people. Out 
of this vast sum more than one-third goes, not in paying 
benefits to the policy-holders, but in costs of administra­
tion. The system of house-to-house collection of tiny 
weekly premiums is intolerably expensive, because it 
involves the employment of a host of paid agents, who 
are forced to .. make" all the business they possibly can 
in order to earn a satisfactory income for themselves. A 
very large proportion of the policies taken out lapse 
because the policy-holders are unable, or fail, to keep up 
their payments; and the sheer loss to the owners of these 
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lapsed policies, after making full allowance for surrender 
wIues, is well in excess of a million pounds a year. Many 
of the policies issued are actually illegal; and this~ while 
it does not involve any penalties or prevent the insurance 
offices from collecting premiums on such policies, does 
often enable them to evade payment. In fact, the 
entir(: system of industrial inSurance is a disastrous 
imposition upon the poor; and the simplest remedy is to 
transfer it completely to the State; and to make death 
benefit a standard cash payment under the health insurance 
scheme. The saving in costs ofadministmtion would be 
very great: the practice of" pushing" insurance by question­
able methods would be brought to an end; and the only 
serious difficulty would lie in finding alternative useful 
employment for the luge army of agents and collectors 
who would lose their jobs.1 

Finally, there is the question of the workman's means 
of living when he is no longer fit for work, or when, in 
these days of "too old at forty," he can no longer find 
anyone willing to employ him. It is beyond doubt that 
the unemployed register, though it no longer includes 
any workers over 6" does include a large number of mm 
and women who are no longer effectively in the labour 
market, or at any rate stand little chance of ever again 
finding regular work. It would be a great deal better, 
whenever a worker is really no longer available for regular 
employment, to stop counting him as unemployed, and 
pension him olf at a reasonable living standard. 

At present, pensions are paid on a non-contributory 
basis at the age of seventy to those who can prove need. 
The rate of pension is only 10/- a week, and this is liahIe 
to reduction where the pensioner has other sources of 
income, and is not paid at all where the applicant is deemed 
to have enough to support himself. Apart from this 
scheme. contributory pensions are paid at 6S to persons 
who have been compulsorily insured or have become 
voluntary contributors by paying a higher contribution 

1 Sce rIM IfWIIWW Ma .. Hi, TrM. By H. Henry. Fod. 6<1. 
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graded according to the age of entry into the scheme. 
These pensions are also at the rate of 10/- a week, but are 
not subject to any test of means. Widows of insured 
contributors are now eligible for pensions at the same 
rate, with the addition of 1/- for the first and 3/- for each 
subsequent child. 

These ra~ are obviously much too low. The LaboUl 
Party proposes to raise them immediately to £1 a week 
for single persons and' 31 /- for married couples, and to 
attach to these higher pensions the condition~t those 
receiving them .shall retire from regular employment, 
without being prevented from continuing to engage in 
subsidiary employments such as are already allowed in 
the case of the workers under unemployment inSUlaDce. 
The LaboUl Party also proposes to increase the children's 
allowances under the scheme to 7/6 for the first and 1/­
for each subsequent child. 

No less important is the Labour Party's proposal to 
lower the age for receipt of the retiring pension to 60 in 
the case of all workers who appear un1ikely to be reabsorbcd 
into normal employment. Retirement under this scheme 
would be entirely optional; but. given the higher rate of 
pension, there can be no doubt that a great many workers 
would take advantage of it. The unemployment assist­
ance scheme would thus cease to carry the burden of a 
considerable proportion of the older men and women 
who have been for long periods without a job. 

A further Labour Party proposal is that any person 
coming under the Contributory Pensions Acts should be 
allowed to elfcct additional insurances through the State 
system, so as to purchase either a larger. weckly pension 
or one available at an earlier age. The State could grant 
such additional pensions much more cheaply than they 
can be purchased through the wasteful and expensive 
machinery of industrial inSUlaDCC.' In connection with many of the services discussed in 
this chapter, there is a further question to be bome in 

I Sce ~I P_ PIct. Labour Party. ad. 
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mind. Most of the existing forms of contributory insur­
ance have been designed primarily to apply to .manual 
workers, and only the lower-paid saIary-camers have 

_ usually been included within their scope. There is, 
however, a strong case for raising. substantially the income­
limits so as to bring in most of the -more highly-paid 
non-manual workers; and there is also much to be said 
for allowing persons who are not in employment for 
wages or salaries, and are therefore not subject to com­
pulsory insurance, to become voluntary contributors to 
certain forms of insurance, on the lines already adopted 
under the pensions scheme. The details cannot, however, 
be discussed in this book. 

CHAPTER VU 

HOUSING AND SLUM CLEARANCE 

THE proposals put forward in the three preceding chapters 
"have been entirely- concerned with the improvement 

and extension of the social services and almost exclusively 
with services designed to provide incomes in cash or in 
kind to supplement the present Iow earning capacity of 
the main body of the people. They involve, for the most 
part, the expenditure of public money raised by tsxation, 
or in certain cases by contributions from employers and 
workers, in such ways as will bring about a better dis­
tribution of incomes and lead to an expansion of consumers' 
demand. We shall have to discuss at a later stage the 
sources from which the additional revenues needed for 
increased consumption are to be derived, and the prohable 
effects of the redistribution and increase of purchasing 
power on Great Britain's commercial relationships with 
the rest of the world. But before we come to that it is 
necessary to deal with certain other aspects of the social 
services in which the emphasis is laid not so much on the 
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n:distribution of cash incomes as on the direct provision 
of certain types of service which cannot be satisfactorily 
supplied without the direct intervention of the State. We 
have already made certain proposals for the direct provision 
under public auspices of certain services of this kind-milk 
and food for mothers, infants and school children, medical 
and hospital services, and so on-because it seemed easiest 
to deal with these particular projects in close connection 
with the Labour Party's proposals for increasing the cash 
incomes of the poor. But we come now to two great services 
which can be satisfactorily discussed only in rclation to 
proposals for social reorganisation involving much more 
fundamental changes in the structure of society. These two 
servIces arc: first, housing, with the closely related services 
of town and regional planning, involving the whole issue of 
the proper relationship between town and country and the 
proper location of industry under the conditions of to-day; 
and secondly, education, which necessarily brings up the 
question of the types of citi= we are seeking to produce 
and of the proper adjustments between the educational 
system and the new industrial order which we are planning 
to create. This chapter will deal with housing and ques­
tions closely related to it. 

Since the Great War ended in 1918 more than four 
million houses have been built in Great Britain, and from 
193f to 1938 the building of houses was proceeding at 
the unprecedented rate of well over 350,000 a year. 
Nevertheless, in many parts of the country, the housing 
shortage is almost as bad as ever; and even if the total 
number of houses in existence were brought up to 
correspond with the requirements of the population­
which is still very far from being the case-the housing 
problem would not be anywhere near solution because of 
the immense numbers of dwellings in existence which are 
admittedly unfit for human habitation and in need of 
demolition on sanitary grounds, as well as on grounds of 
amenity in the light of modern standards. There is no 
foreseeable end to the community's need for new houses, 

c· 
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evea when the prospective decline of population is taken 
into account, for the number of families will for a con­
siderable time hardly decline at all, and there is for at least 
a generation to come-we need look no further-ample 
room for the imptovement of housing standards. The 
only limit to our activity in building new houses ought to 
be the capacity of the building industry to supply them­
that is, the supply of labour in"view of altemative demands. 

In these circumstances there ought to be no difficulty 
in giving to the building industry a firm guarantee of full 
employment over a long period of yearS_part of course 
from the difficulty that no Govemment can bind its 
successor, and that accordingly any housing policy initiated 
by one Govemment is liable to be reversed by a Govem1nent 
having a dil£erent attitude to the problem. In 1914 Mr. 
Wheatley, as Minister of Health in the rust Labour Govern­
ment, entered into a long-term programme of housing 
development in conjunction with the local authorities and 
the building industry, and gave the fullest guarantees that 
it was in his power to give that this programme would. 
be consistently pursued over a period of years. That it 
was not pursued and that the total volume of house­
building declined seriously after 1918 was not his fault: it 
was due to a deliberate change of policy after the fall of 
the Labour Government. House-building was damped 
down again in 19~ 1 in the course of the economy campaign 
following the world slump. When it revived thereafter, 
and reached in 1934 and the following years the dimensions 
of a boom, that was not because the Govemment had 
resumed the Wheatley policy. but because the sharp fall in 
the rate of interest had made it proJitable for private 
speculators to erect houses on an unprecedented scale. 

The main feature of the Wheatley policy initiated in 
1924 was the building of houses for I,ttmg to working­
class tenants at rents which it was possible for them to 
pay. The fatal defect of nearly all the post-war housing 
schemes, with the exception of the Wheatley scheme, was 
that the houses produced under them were for the most 
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part much too expensive for ordinny working-dass 
tcoants. Moreover, a large proportion of these houses 
were built for selling and not for letting, so that a great 
many &milies in need of a home were faced with the 
altemative of either buying their houses, often under 
extremely unfavoursble conditions, or remaining crowded 
in furnished lodgings because there were no houses avail­
able which they could rent. This applied even more to 
houses built by private enterprise with the aid of State 
subsidies than to houses erected by the more enlightened 
municipal authorities; but it did apply to a large extent 
even to the majority of municipal housing schemes. This 
defect reappeared to the full in the housing boom of 
J934-J9n. The new houses built by private enteIprisc, 
as distinct from the houses built by local authorities under 
slum-dcarance or other special schemes, of which I shalI 
speak later, were for the most part never intended for 
ordinary working-dass tenants. They were built for sale, 
mainly through the Building Societies, which advanced by 
far the greater part of the purchase price under conditions 
often very unfavourable to the purchasers. For if, as 
commonly happened, the value of the house deteriorated 
after it was built, the whnle of the loss fell upon the 
purchaser, whose savings were thus swallowed up in the 
depreciation of his property, whereas the Building Society 
was in most cases adequately covered in respect of its 
advances by the reduced value of the dwelling or by 
coIlatcJal security put up by the builder as well. Many 
of those workers who succeeded in putting up the balance 
of capital needed for beginning the purchase of their houses 
through the Building Societies soon found that they had 
made an ezccedingly bad bargsin from which there was 
no way of escape. Yet even so, they had often no altema­
tive; for there was no other way of getting a house in 
those areas in which population was apsnding rapidly· 
with the growth of new industries and the piling up of 
people in the neighbourhood of the great commercial 
citica. 
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Only the better-paid types of workers could in any 
case afford to pun:hase their houses. A very high propor­
tion of the new dwellings were occupied either by middle­
class families or by bIack-coated workers who thereafter 
found that an unduly high proportion of their salaries was 
being absorbed by rents and instalment purchases, at the 
expense of other elements in the cost of decent living. 
The workers who were in receipt of lower wages, or who 
had large families, simply could not afford to buy: they 
had to crowd together in such old dwellings as fell vacant 
through the ttIIloval of better-olf tenants, except where 
they could find accommodation in the very limited number 
of low-rented houses made available by local authorities, 
principally under the Wheatley scheme. The theory on 
which the Government seems to have acted is that, as the 
better-olf families moved into the new houses, sufficient 
room would become available in the older dwellings to 
remedy overcrowding; but this did not happen, except 
here and there. largely because there was proceeding all 
the time a large-scale migration of population from one 
part of the country to another, so that the old houses which 
fell vacant were to • great extent not in the areas in which 
they were needed. The Overcrowding Survey of 1936, 
despite the low standard of accommodation on which it 
was admittedly based, revealed the existence of exreerlingly 
high percentages of overcrowded families in many areas, 
including places in or near which new building had been 
taking place on a ftry large scale. Among London 
boroughs, Shoreditch, Stepney, Finsbury and Bcthnal Green 
had from 17 to I, per cent. of their total number of resident 
households living in an overcrowded condition according 
to the Survey standard. Sunderland had over .10 per cent., 
and Hebburn-on-Tyne .I, per cent. of its families over­
crowded, whereas in such places as Croydon the percentage 
was less than one, and in Bournemouth' less than • half. 
If, instead of the Survey standard, based on allowing two 
persons to a room, three to two rooms, five to three rooms, 
seven and • half to four rooms. and ten to live rooms, a 
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slightly higher standard had been adopted, these percentages 
would have been greatly increased. 

Quite apart from overcrowding there is the problem 
of insanitary and dilapidated houses. Such towns as 
Leeds and Birmingham arc full of back-to-back houses, 
mostly very old, and all in urgent need of demolition, 
even where they arc not si~ated in what are regarded as 
ddinitcly slum areas. London and liverpool still contain 
many cc11ar dwc1lings; and in Scotland, where many fewer 
houses in proportion to population have been built since 
the war than in England, the proportion of overcrowded 
and unsatisfactory dwellings is almost uniformly high. 
The Scottish Housing Committee of 1933 officially esti­
mated that there were over 40,000 inhabited houses in 
need of demolition, and another zoo,ooo in need of thorough 
reconditioning in order to make them suitable for habitation. 

When the Government, as the country began to emerge 
from the world slump, realised under pressure from public 
opinion the need for some resumption of house-building 
activity, its policy was to concentrate public house-building 
entirely upon slum clearance and the prevention of over­
crowding in the restricted sense given to this term in the 
official Survey. Accordingly, in recent years the houses 
built by local authorities with Government aid have been 
nearly all erected in connection with slum clearance schemes 
or as part of the special scheme for remedying overcrowding 
in the more congested areas. In 1937 local authorities in 
England and Scotland built for all purposes about 87.000 
houses, as compared with zBz,ooo built by private enter­
prise, and in 1938 the!: comparable figures were 91,000 

and z68,ooo. Since, as we have seen, most of the private 
enterprise houses were built fur sale and were too expensive 
fur ordinary working-c1ass tenants. it is plain that ~ 
provision of working-class houses was at a low levcl 
despite the high degree of activity of the building industry 
as a whole. 

Moreover. quite serious difficulties arose in connection 
with the working of slum clearance and overcrowding 
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schemes. Even where houses were built with the aid of 
State subsidies to replace slums or to relieve overcrowding 
in older dwellings, the rents charged for the new accommo­
dation were commonly a great deal higher than the trans­
ferred tenants had been accustomed to paying or were at 
all able to pay without diverting expenditure from other 
necessaries of life. Dr. M'Gonigle, the Medical Officer 
of Health for Stockton-on-Tees, found that health con­
ditions were actually worse among the tenants who had 
been removed from a slum area to a new housing estate 
than on an adjoining slum area which had not bech cleared; 
and he was able to trace the cause to the diminished sums 
which the transferred tenants were able to spare for food 
after paying the increased rents. In a large number of 
cases families which had been removed from slum areas 
or overcrowded dwellings to new housing estates were 
found not long afterwards to have moved back again 
because they had been unable to make both ends meet 
under the new conditions. Consequently, in many 
instances, so many people moved back into the temaining 
slum areas that overcrowding in them became even wone 
than it had been WOte the process of clearance was begun. 

Any reader who wishes to follow up in mote detail 
the facts about overcrowding, the slow progress made 
with slum clearance, the continued pteValence of in­
sanitary dwellings, and the failure to build houses to be 
let at rents which the main body of the workers can aBOrd, 
will find no difficulty in discovering plenty of books and 
pamphlets in which these cviIs ate cxposed.1 I have no 
space in this book to pursue the matter further, for my 
main purpose is not to criticise what msts or has been 
done, beyond what is absolutely necessary in order to 
make plain the teasons for the action which is proposed, 
but rather to describe what the Labour Party proposes 
to do. I shall, thcrefote, from this point on, take it for 
granted that houses ate needed up to the full capacity of 

I Sce, for _I., T" C_1iM of BriUi .. by G. D. H. and Ma.rgaIo. 
Cola. 
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the building industry to supply them, and that the main 
need is for houses which can be rented rather than bought, 
and will be available at rents which will not absorb an 
undue proportion of the tenants' incomes. This means, 
broadly ~g, that the need in the urban areas is 
mainly for houses which can be let at rents ranging from 
S /- to 10/- a week, including rates. Rents substantially 
lower than these are of course needed in the rural areas 
as long as agricultural wages remain substantially lower 
than those paid to the majority of workers in the towns. 
How much by way of subsidy this policy will.require will 
depend on the prevailing levels of interest rates and of 
building costs; and it will be essential to the success of 
Labour policy that both of these shall be kept as low as 
possible. The keeping of. interest rates at a low level 
is indeed essential to the success of any policy designed 
to bring about an adequate employment of the national 
resoUttes; and the methods by which these rates can be 
kept low are discussed in a later chapter of this book. 
As for building costs, it will be indispensable for the 
Government to c:xercise an eHcctive control over the 
prices of building materials in order to prevent them from 
being artificially increased by price-fixing combinations as 
the demand expands. 

The Labour proposals for house-building are broadly 
IlS follows:1 There should be set up a National Housing 
Commission consisting of full-time members, to be 
appointed by the Government, not as :representing any 
particular interests, but as State servants responsible for 
the execution of the Government's policy. The primary 
task of the Commission will be to draw up, on the basis 
of estimates submitted by local authorities throughout 
the country and of its own enquiries, a national housing 
plan, which will of course be subject to cou£rmation by 
the Government through the Ministry of Health. In all 
suitable cases the Housing Commission will leave the 
local authorities to carry out the work required in their 

• Sec u, .. ,. 11» H_I D- .. ,. 11» S_. Labour Pony, ad. 



80 HOUSING AND SLUM O-EARANCB 

areas under the national scheme; but the local authorities 
will be required to conform to the requirements of the 
national plan, and both their standards of construction 
and the costs at which the worl< is to be done will be 
subject to the Commission's approval. Moreover, where 
any local authority is unable or unwilling to carry out 
the developments required in its area under the plan, the 
Commission will be empowered to undertake the work 
itself, acting in such cases in close collaboration with the 
Office of Works,. which could easily be converted into a 
National Building Department carrying out all types of 
constructional activity on behalf of the State. The 
Commission will be required to carry through all the 
necessary negotiations with the building industry, in­
cluding building trade employers, Trade Unions, and the 
suppliers of building materials. It will be empowered 
itself to act as a dcaler in building materials, either directly 
or through the Office of Works, and to import or manu­
facture in its own workshops any materials of which it 
cannot obtain from other sources adequate supplies, at 
reasonable prices. It will be authorised to fix the prices 
of building materials, and to call for any evidence that 
may be needed in order to arrive at a satisfactory basis of 
costing. In addition to its activities in the building of 
new houses, it will be entrusted with the general super­
vision of the reconditioning of existing dwellings, and 
with the co-ordination of local building by-laws in order 
to achieve satisfactory standards throughout the country. 
It will also need to possess substantial powers in connection 
with the acquisition of land and with the recovery from 
private ownen of "betterment" accruing from the im­
provement of their lands as a result of its schemes. 

The Labour Party, without desiring to take house­
building out of the hands of the local authorities whenover 
they are in a position to carry it through efficiently, believes 
that the creation of a national body for the co-ordination 
of local schemes, and for supplementing them where 
they are inadequate, is essential if the housing problem 
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is to be tackled 011 comprehensive lines. It has become 
more and more manifest in recent years that many of the 
existing local government areas are entirely unsuitable as 
units for the planning of housing schemes. Where 
housing is. left exclusively in the hands of the local 
authorities the consequenoe is that buildings pile up all 
round the edges of existing towns, so as to increase the 
evils of urban congestion. Moreover, many of the urban 
authorities have no land rea1ly suitable for building within 
their own areas; and they are consequently led to build 
outside the urban boundaries, on land which falls within 
the jurisdiction of neighbouring local authorities. These 
authorities then find themselves called upon to provide a 
wide range of public services for the new inhabitants who 
have been wished upon them without any consent on their 
part; and where these outlying authorities themselves 
undertake housing schemes in the neighbourhood of 
existing towns, the urban authorities on their side are 
called upon to incur large expenses in providing for the 
needs of a surrounding population from which they have 
no power to collect any rates to cover this expenditure. 
These conditions lead to continual bickering between 
urban and county authorities. They are worst of all in 
the neighbourhood of London, where, for example. the 
new L.C.C. estate of Becontree is actually built on an 
area divided between three separate local authorities. But 
very similar problems have arisen in the neighbourhood 
of every large and rapidly growing town. 

The unsuitability of many of the existing areas of local 
government for the development of sound housing policies 
is, of course, only one instance of a problem which has 
many aspects. In one servioe after another, it is being 
found necessary to unify administration over an area 
much larger than that of a single town, or even of a county. 
Electricity, water supply, local transport, education-ell 
those and many other services raise problems which cannot 
be satisfactorily dealt with by the action of single local 
authorities, acting in isolation. They need planning over 
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wide _, if not over the country IlS a whole. But the 
housing difficulty is especially serious because it is not 
merely a question of efficient supply at minimum cost, but 
much more a question of reaching a radically wrong result 
for want of proper planning. As the size of the average 
family &lis and IlS standards of housing are improved, 
more houses are needed in proportion to population. and 
each house, with its garden and the open space provided 
in connection with it, occupies a larger pieoe of ground. 
Under existing cQIlditions, this means that the growing 
towns swallow up· country, including some of the best 
agricuItun1land, at an alarming pace. The town sprawls 
out over the surrounding area, either by ring exmnsions 
round the built-up district, or, what may be even worse, 
by ribbon development along the line of arteriaI roads. 
Speculative builders can often save road charges by ribbon 
development; and the powers taken to check urban growth 
of this type have been almost wholly inefketive, on account 
of the high cost of compensation to landowners under the 
existing law. 

It is plain that, instead of allowing our towns to 
develop planlessIy, ,so IlS to intensify congestion at the 
centre and cut off the inhabitants of the older distticts 
more Completely than ever from the country, we ought 
to be providing for the growth of urban populations by 
building eniliely new towns, with their own industries, 
civic buildings and local amenities, and by creating, where 
development must take place in the neighbourhood of 
wating cities, satel1ite towns at a sulficient distance from 
the older centtes to allow green fields to remain, and to 
be preserved, in between, and to enable the new commun­
ities to develop an independent urban, rather than a merely 
suburban, life. 

Under the existing conditions, the dice are loaded 
heavily apst developments of either of these types. 
Only a single new town, Welwyn Garden City, has been 
created since the war; and its creation, by private exercise 
of public spirit. hu cost an enormous eBOrt. Even 
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satellite towns are exceedingly ruc. Wythenshawe, 
developed by the Manchester Corporation as a planned 
new community well away from the existing built-up 
area, is a notable exception to the general shapelessness 
of urban grQwth. Always, the line of least resistance is 
to add new buildings on to the existing town. It is just 
possible for a big municipality to' undertake the creation 
of a satellite town; but it is pmctically out of the question 
for any public housing authority to bring a complete new 
town such as Welwyn into existence. • 

Even apart from the war danger frOm the air, which 
provides a powerful new reason for urban decentralisation, 
the case against the indefinite piling-up of cities is over· 
whelming on social grounds. Our big cities are much 
too big already for good or healthy living. They are 
haunts of I\oise, traffic congestion, ugliness and ill-health. 
But we shall not succeed in breaking them up, or even in 
preventing their further expansion, as long as housing 
remains either a merely municipal responsibility or a 
function of the speculative builder who; by adding more 
and more houses on to the existing towns, can escape the 
necessity of providing amenities as well as mere shelter 
for those who are to inhabit the dwellings he erects with 
a view to muimum pront. 

It is therefore necessary for housing purposes to create 
a national body empowered not oo1y to co-ordinate local 
housing plans and to undertake the task of negotiating 
with the building industty in order to secure efficient 
service at reasonable cost, but also to undertake itself 
forms of development which are beyond the powers, 
means or desires of the separate local authorities. It is 
not suggested that the National Housing Commission 
should itself undertake more than a fraction of the tots! 
building that is needed, or that it should supersede tlm 
local authorities wherever their efforts can be made to 
serve the necessary ends. But action must be taken 
promptly to check the process of building houses in the 
wrong places, and in an altogether placless confusion; 
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and this cannot be done until a national housing authority, 
with adequate powers behind it, has been created.1 

The whole question of urban planning is obviously 
very much wider than mere house-building. It cannot be 
discussed adequately except in relation to the much larger 
questions of the future location of industry and population, 
the future of the depressed areas, the possibility of checking 
or reversing the southward trend of recent years, and in 
short; the entire range of economic and social planning. 
But these wider issues can be much better dealt with at 
a later stage, in connection with the Labour programme 
of economic reconstruction. I shall therefore leave the 
matter for the moment at this point, and come back to 
its wider implications in a subsequent chapter. 

There is, however, a question so intimately bound up 
with Labour's housing policy in the narroweJ; sense that 
it must be dealt with here and now. This is the question 
of rents and rent control. 

Since the passing of the first Rent Restriction Act in 
191 S there has been a great deal of legislation on this 
subject, additional classes of houses being brought under 
control up to 1920, and thereafter gradual decontrol being 
instituted from 1923. Under the Acts of 1923, 19H and 
1938 all the larger houses previously subjected to reot 
control have become decontrolled; and, in addition. de­
control has been applied to a considerable number of 
smaller houses. The 1923 Act, broadly speaking, allowed 
control to lapse for any house on a change of tenancy, and 
between that year and 19H many working-class houses 
ceased to be controlled. The 1933 Act divided all the 
houses under control into three classes. The Class A 
houses (rateable value £4S or over in London, £35 or 
over in the provinces) WC%C completely decontrolled. 
The Class B houses (f,2o-£4S in London, £t 3-£U in 
the provinces) WC%C to cease to be controlled on a change 
of tenant. The Class C houses, rated below tho Class B 
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levels, were to remain under control whether or not there 
was a change of tenant. These provisions were to remain 
in force up to 19~8, when it was proposed that all control 
should lapse. . 

By 1938 it was plain even to the Government that rent 
control could not be done away with. To attempt its 
abolition would have meant facing a nation-wide revolt, 
and the prospect of electoral defeat. Accordingly the Act 
of 1 9 ~ 8 renewed control ror another four years-up to 
194z-but allowed a further group of houses to become 
decontrolled. This was done by splitting the Class B 
houses into two groups, so that the larger' (over £}, in 
London, or over £zo in the provinces) ceased altogether 
to be controlled, while the ~er (£zo-£H Ua London, 
£ 1 ~-£zo in the provinces) were amalgamated with Class C, 
and thus ceased to be subject to decontrol on a change of 
tenant. In effect, protection was continued ror the 
majority of working-class tenants in pre-war houses; but 
a substsntial number of the better-off tenants lost their 
protection. 

Befure the Committee, on whose report the Act of 1 9 ~ 8 
was based, the National Council of Labour argued power­
fully ror making rent control a permanent system; and 
the Labour representatives on the Committee presented a 
minority report to this effect. The Labour contention 
was, and is, not only that decontrol now or in the near 
future will inevitably mean in many areas a large increase 
in rents (why else are the landlords so keen to secure it?) 
but also that house-rents ought not to be left, at any rate 
as far as working-clan tenants are concerned, to be fixed 
by the higgling of the market. It is admitted that new 
houses of tolerable amenity cannot be built without State 
or local subsidies ror letting at rents which .. ordinary 
working.cJass tenants can afford to pay; and it is fully 
as reasonable ror the State to control rents petInanently as 
it is ror it to control, as it actually does, the prices charged 
ror gas and electricity and in other public utility services. 

Accordingly, the National Council of Labour rested 



86 HOUSING AND SLUM a.BARANCB 

its. case for continued control :Qot only on the serious 
shortage of worlcing-class houses in many places, but on 
wider considerations of principle. If rent absorbs an 
undue proportion of income, .malnutrition is the un­
avoidable consequence. The household has to economise 
on food and clothing and other necessaries of life. It 
is therefore socially desirable that rents. should be kept 
down to a reasonable level. 

With this end in view the National Council proposed 
not only that all houses controlled before the 1938 Act 
should remsin subject to control, irrespective of changes 
of tenancy, but also that all houses in Classes B and C 
mould be similarly controlled, even if they had become 
decontrolled under previous Acts. The Council also 
proposed to extend .control to houses let in parts, where 
the individual tenancies came within the same limits of 
rateable value, and to prevent the landlord from evicting 
the tenant from any controlled dwelling without a court 
order. In order to deal with legitimate claims from land­
lords for increased rents, the Council proposed the estsb­
lishment on a permanent footing of Fair Rent Courts, 
with a lawyer as chai1'lT!an, and one representstive each 
£Or tenants and landlords, to deal simply and inexpensively, 
without legal formalism, with all disputes as to rents and 
tenancies of controlled houses. It also proposed that there 
should be a National Rent Commission to review the 
procedure of the local Courts, with a view to securing 
zeasonabIe uniformity of practice. In addition, it uzged 
that local authorities should be required to institute an 
Information Service for landlords and tenants, 10 provide 
free information about their respective rights and duties 
and to advise upon individual cases, to maintsin a watch 
upon the observance of the Acts, and to institute pro­
ceedings for any offences under them. 

These proposals. which needless to say were not 
accepted by the Govemment, constitute the Labour policy. 
Their object is, not only to maintsin the forms of rent 
control which at present exist. but also to lay the founda-
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nons of a permanent system ror the ~g of fair rents 
ror all types of houses.1 

The existing system of rent control applies only to 
pre-war houses, and not to dwc:lliogs built since the war. 
The great majority . of these, apart from the Wheatley 
houses, have been built for sale, chiefly through the 
Building Societies, and not for letting;. and accordingly 
the charges made for them will have to be dealt with by 
regulation of Building Society practices, and not by rent 
control. But local authorities own a considerable number 
of houses built since the war for letting to tenants; and 
special questions of policy arise in connection with these 
houses. At present, local- authorities receive in respect 
of different houses which they own widely differing amounts 
of subsidy, aocording to the Acts under which they were 
built, and the dates of erection; and the costs to be recovered 
out of rents also differ very greatly, aocording to the price 
level at the time when the contracts were made. It is 
obviously undesirable that rents charged for houSes of 
broadly equal quality should differ arbitrarily in this way; 
and the sensible course is to ignore all differences between 
the various schemes and costs of construction in fi:dng 
rents. Except perhaps in the case of houses built under 
slum clearance schemes and schemes for the reduction 
of over-crowding, all municipal houses should be reguded 
as forming a single pool. Local authorities have been 
speciJically authorised by the Housing Act of 19" to pool 
accounts in this way. 

What principles should local authorities adopt in fi:dng 
the rents of the dwellings under their control? There is 
B very strong case for the system,. already in force in 
various forms in B large number of areas, of fi:dng differ­
ential rents aocording to the tenants' ability to pay. The 
power to do this was first explicitly aocorded in the Housing 
Act of 1930, passed by the second Labour Government, 

I Fen Labour', =t policy, ... ~, F., IUIII PoIi<:!, N,tiQnal 
Council of Labour, Id.; U1d oIJo F., 11Mb .. N. ~ Labour 
Puty, Id. For the pooidon of ......... under the Acto, see T .. T_, 
G.J, .. IJis u,.J Ri,ptl, Labour Raean:h Dcportmatr, 6d. 



U HOUSING AND SLUM Cl.EARANCB 

Illd it !as been maintained Illd extended by subsequent 
legislation. 

But" rebate" schemes are of many kinds, ranging from 
schemes merely for rent reductions to poorer tenants, or 
to households with a number of children, to schemes, such 
as the well-mown Leeds scheme, for baiIllcing receipts by 
charging increased rents to bctter-olf tcnaDtS in order to 
make possible larger reductions to the poorer and larger 
households. The Labour Party !as not committed itself 
nationally to any particuIar scheme; but at any rate until 
some form of Family Allowance is in operation, so as to 
relieve the pressure on the bigger families in another way, 
rent rebates seem to be a useful means of child endowment, 
and indispensable if poor families are to be removed out of 
slums and overcrowded or insanitary dwellings without 
being compelled to spend an excessive proportion of their 
total incomes upon rent. I have no space in this book to 
discuss the respective merits of the dilfcrcnt plans adopted 
by various local authorities; but plainly the best type of 
scheme is that which gives the largest possible telicf to 
\ouseholds including a considerable number of children.1 

A special problem which is of particuIar conccm to 
agriculturaI workers and to miners in certain coalfields 
is that of the tied cottage. It is indispensable that the 
occupants of farmer- or company-owned houses should 
be given the same protection. including protection against 
eviction, as applies to tenants under the Rent Acts, whether 
they hold their dwellings at present under a tenancy 
agreement or not. This would mean that, in the agricul­
turaI areas, the rent of the tied cottage would be equal to 
the rent deduction from wages at present allowed under 
the Agricultural Wages Acts; and it would also mean that 
no occupant of a tied cottage would be liable to ~viction 
without a court order or without the proof that suitable 
alternative accommodation could be secured. 

At present, as we have seen, houses of working-class 
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type arc arbitrarily divided into three groups-prc-war 
houses subject to lalt-control, prc-war houses which have 
been decontrolled, and post-war houses which have never 
been under the Rent Acts. As soon as possible, these 
arbittary distjoctions ought to be done away with. All 
houses, at any rate below certain lalt-levels, ought to be 
subject to lalt-control: and machinery ought to be created 
for the permanent regulation and adjustment of lalts and 
for assuring to teDlUlts free advice concerning their rights 
and adequate public supervision of the lalts actually 
charged. The tenant to-day very often does not know, or 
even if he does know dare not attempt to enforce, his 
rights. It is too expensive and too difficult for him to 
appeal to the ordinary courts; so that he often pays what 
legally he ought not to be charged or, in extreme exaspera­
tion, resorts occasionally to a "lalt strike" in the hope 
of securing redress. This is a thoroughly unsatisfactory 
situation: the remedies for it arc, first, a system of Fair 
Rent Courts operatiog under a generaI system of rent 
control, and secondly a proper municipal service for 
advising and helping individual tenants and for seeing that 
the terms of the Rent Acts arc properly observed. 

CHAPTER vm 

SCHOOLS AND UNIVERSITIES 

THE British class system has its roots in economic 
exploitation; but it is powCIfully reinforced by the 

structure and working of the educational system. This 
system, as it now stands, provides for a small minority 
of children an expensive kind of education from private 
preparatory school, through" public" school, to University, 
on lines definitely designed to train up a privileged govern­
ing class. At the other cnd of the scale, it provides 
public elementary schools which send forth the majority 



90 SCHOOLS ~ UNIVERSI'laES 

of pupils into the world at 14 or J, yeatS of age, to supply 
the needs of industry, commen:e and personal service 
for juvenile labour of various kinds, and thereafter to 
grow up into adult wagc-camers with ideas and equipment 
suitable to their status .iti life. 

These two groups are no longer completely segregated. 
It is possible for a very small proportion of boys and 
girls who have begun their education in a prinwy school 
to find their way with the aid of publicly provided schow­
ships through ~ public or grant-aided secondary school to 
a University, and thus to join the ranks of the middle 
classes. It is also possible for a tiny trickle of young 
men and women '\Yho have left school at 14 or 1 J to reach 
a University by way of the adult classes of the Workers' 
Educational Association and of an Extra-mural scholarship. 
But there arc very few of these scholarships, and they go 
largely to students who have been able to spend at any 
rate some period beyond 1 J at a secondary or other higher 
school. The only road &om the elementary school to the 
University that is open to any appreciable number of 
students is through a schoWship or free place at a secondary 
school; and often the offer of a free place can be accepted 
only if it is accompanied by the .offer of an adequate 
maintenance allowance from the education authority. 

The children who get to a University in this way 
quite seldom come &om the families of the poorer workers. 
The very poor suffer ftom the outset under a severe 
educational hardship. Malnutrition is no better for the 
mind than for the body; and the home environment of the 
poorer children is not conducive to passing examinations 
or to' winning schoWships. The road leading from the 
primary to the higher types of school under the elementary 
code is itself selective against the poorer children. Much 
more so is the road leading &om the elementary to the 
lecondary school. The same may be said of the conditions 
governing the entry to full-time technical education. 

In 1937, according to official figures given in the 
recent Spens Report on secondary education. there were in 
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England and Wales Ho,ooo school-children aged 13/14 
in elementary schools, and nearly 89,000 in secondary arid 
technical schools. Thus, roughly' one seventh of the 
children in the last year of compulsory schooling were in 
schools of the higher type. For the age-group 14/15, 
about 1,8,000 remained in elementary schools, not neces­
sarily for the whole year, and there were about 90,000 in 
secondary and technical schools, as against 432,000 who 
had left school altogether. For the 15/16 age-group, 
elementary schools accounted for under %0,000, and secon­
dary and technical schools for 82,000, whereas 6,6,000 . 
. were no longer at school. Less than one-sixth of all the 
children of 15/16 were still atschool. FiPally, in the group 
16/17 there were 2,000 in elementary and SI ,000 in secondary 
and technical schools, whereas 718,000 had left school.' In 
this group the proportion still at school was one-fourteenth. 

These figures, it must be bome in mind, do not include 
the boys and gir1s attending "public" schools not grant­
aided by the State. They exclude those who are definitely 
receiving upper-class education. They indicate, broadly, 
the process of class-sifting that goes on from year to year 
among those children who begin their education in an 
elementary school and not in a private preparatory school 
designed exclusively for a superior social group. 

It is clear from these figures that the essence of the 
existing educational system is not 11 simple separation of 
children into two classes-the governing class and the 
rest. The process is much more complicated than that. 
It sends on a sufficient supply of pupils to provide for the 
needs of the various superior jobs which lie between 
ordinary wage-earners and the higher posts which are 
/illed mainly by University graduates and .. public school 
boys," It turns out the requisite supplies of teachers, clerks 
and typists, shop assistants, minor technicians and pro-. 
fessional helpers, shopkeepers, and other persons who 
together form a lower middle class connected at one end 
with the upper middle class and at the other with the wage­
earners. It is an elaborate grading process, which varies 
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its clwacter and the proportions leaving school at the 
various ages or receiving different sorts of education so as 
to fit in, broadly, with the changing requirements of the 
industrial and commercial system. The increase in higher 
education in recent years is intimately bound up with 
industrial changes which call for larger numbers of black­
coated workers--clerks, typists, salesmen, and minor 
technicians of every sort and kind. 

As the need for these "blackcoats" grows greater, it 
necessarily becomes somewhat easier for a small minority 
of those who begin in the demcntary school to rise right 
into the middle classes. For the clever boy or gitl who 
gets to a secondaJ;y school with State aid stands a chance 
of getting to a University, and of doing wdl enough there 
to secure a post of a kind usually reserved for the upper 
middle class. But certain professions, notably law and 
medicine, are still barred to most of these aspirants by 
the high cost of training, and by the need, very usual. to 
wait a long time after training before securing a good 
position. The higher professions are still mainly a class­
monopoly, to which even the cleverest children from poor 
households cannot aspiIe. 

As matters stand now, elementary education is free, 
but s~condary education is not, though limited numbers 
of free places are provided in the secondary schools, and 
maintenance allowances are paid to a much smaller number 
of pupils. Reduced fees are also charged in certain cases. 
In 19H the percentage of free places was 46 on the average, 
and that of tcduced fee places 7i. Maintenance allowances 
were being paid in all to about 100,000 pupils, and a further 
138,000 were paying no fees. The figures given in the last 
sentence include technical as wdl as secondary schools. 
9.000 students, including 4,000 intending teachers. were 
receiving local authority aid in Universities and Teachers' 
Training Colleges. Thus. there is a narrowing series of 
ladders leading from the elementary schools upwards; but 
the ladder to the top storey is very narrow. 

What does the Labour Party propose to do about this 
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class-system in English education? It is an illusion' to 
suppose that the educational system can be made thoroughly 
democratic as long as vast cllifcrences of riches and poverty 
exist among the people. The poverty of the parents would 
remain an immense barrier in the way of educational 
equality even if all education were made free and maintenance 
allowances were forthcoming in every case of need. Even 
so, the consequences of early malnutrition and unfavounble 
environment would still exert a powerful adverse selective 
influence against the poor, and a great deal of the potential 
skill and ability of the people would still be suffered to 
run to waste. The solution of the problem lies in abolish­
ing poverty; there is no solution short of that. 

But much can be done, by changing the educational 
system itself, to make the position better than it now is. 
One obvious step, included in the Labour policy, is to 
abolish all fees in public or grant-aided secondary schools, 
and at the same time to increase the number and amount of 
maintenance allowances so as to open these schools effec­
tively to all children for whom they provide the most 
suitable form of continued education. Indeed, the Labour 
Party wishes to go further than this. It wants to make all 
education of every sort, from the primary school to the 
University, entirely free. Its governing principle is the 
ideal of complete educational equality. 

This principle, however, can be translatcd into action 
only by stages. The c1ass-monopoly cannot be broken 
down all at once; it is necessary to select carefully the 
points for immediate attack. These can be discussed most 
conveniently under the heads of (I) the school-leaving age. 
(z) the quality of primary education, (3) the extension 
of secondary education to all children, (4) better pro­
vision for the needs of abnormal children, (I) the reform 
of university education, (6) the development of adult. 
education and (7) the place of technical education in the 
national system. An eighth problem, that of the nursery 
school, has been dealt with in a previous chapter. 

The school-leaving age ought: to be mised immediately 
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to I" without any exceptions at all. The so-called "bene­
ficial employmeot" clause is a mere subterfuge for preveot­
ing the effective raising of the school age. It is bound to 
lead to widely differing ptactices in different areas, to 
create difficulties betweeo areas; and to provide reaction­
ary local authorities with a means of destroying the effects 
of the nominal increase in the leaving age. The question 
is not merely one of a few extra months· at school. The 
eotire system of post-primary education needs to be planned 
in .relation to the period for which the childreo are to 
remain at school; and educationists are practically all 
agreed thst nothing short of the period from 11 to I, 

allows for the devising of a satisfactory and balanced 
curriculum. The advance of the leaving age is a long-over­
due refOrtn; and exceptions should be ruled out on the 
gIound that the needs of the childreo are the primary 
consideration. 

With the rise in the leaving age should go the intro­
duction of an adequate system of mainteoance allowances. 
This is the right way of meeting the claims of pareots that 
hardship will be involved if childreo under I, are not 
allowed to accept" beoeficial employmeot." Unless main­
teoance allowances are conceded, the making of the higher 
leaving age universal will be liable to lead to malnutrition 
among childreo coming from the POOItt homes. 

In addition to enforcing at once an effective school­
leaving age of I" the !.about Party proposes to give notice 
that, in the near future. the age will be raised to 16. 

The higher leaving age cannot be introduced immediately, 
because it will be necessary to provide both additional 
school buildings and additional teachers, and time must be 
giveo for making the requisite preparations. But the Act 
which raises the age to I, without exemptions should also 
lay down a definite date-tbe earliest practicable>-flt 
which the higher leaving age of 16 is to come into force. 
A gIeIltly superior type of education can be planned as 
soon as it becomes the rule for all childreo to continue 
their education for the additional year. 
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Education is very much a matter of quality, as well 
as of quantiry. The quality of primary education has 
improved remarkably of late years, thanks largely to a 
better spirit and to better tmining-and better pay­
among elementary teachers. But really good work in the 
primary schoGls is still very much discouraged by four ' 
remediable evils-malnutrition and bad health among the 
children, classes too large for teachers to handle with 
proper care for the needs of each individual child, anti­
quated and unsuitable buildings, and inadequate supplies 
of books and other equipment. The need for school milk 
and school meals, and for proper medical and dental 
treatment, has been stressed in a previous chapter. 
Classes ought to be reduced at once to a maximum of 40, 
and to 30 as soon as the necessary adjustments can be made. 
Building grants from the State ought to be made available 
for the speedy replacement of all the older and more 
unsatisfactory school buildings, and the new buildings 
ought to be designed so as to provide for plenry of light 
and air, and to affurd adequate space and facilities for 
recreation both in and out of doors. Moreover, all schools 
ought to be well supplied not only with books and regular 
teaching equipment, but also with facilities for practical 
work and for varied forms of play. 

This by no means exhausts the list of necessary reforms 
in . education at the primary stsge. All employment of 
children for wages out of school hours ought to be pro­
hibited absolutely. Teachers ought not to be tied to a 
rigid curriculum, but ought to be given a wide freedom to 
experiment, and to try out various teaching methods. Much 
more attention ought to be paid to the provision of special 
facilities not only for defective children, but also for 
those whose health would benefit by open-air treatment, 
holidays in the country, or other deviations from the. 
normal routine. Finally, much more needs to be uone 
to equip the school as a centre to which parents will 
come not only for school activities, but for social and 
educational gatherings of many kinds. Every school 
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ought to become not only _ an educational establishment, 
but 21so a social centre of community life. 

The problems awaiting solution in the tteId of post­
primary education an: no less urgent. When the Hadow 
Report was published in 1916, it. was generally undCJ:­
stood that what was intended was that a fonn of secondary 
education sbould be made universal between the ages of 
IJ and 1 J. But the Board of Education and the Local 
Education Authorities, while pretending to carry out the 
Hadow recommendations, have in fact done nothing to 
bridge the class gulf between secondary education and 
education of a "highCJ: elementary" type. The new senior 
schools an: being organised under the elementary code, 
with standards of stalling and accommodation immensely 
inferior to those which apply to secondary schools on the 
grant list. In effect, the poorer pupils an: being given, 
not secondary education, but a cheapC!: substitute, less 
likely to break down the educational barriers between 
class and class. 

The Labour Party, wbich has long demanded secondary 
education for all, is hotly opposed to this diocriminarion. 
It proposes to apply to the senior schools the same condi­
tiona of staffing, equipment, size of classes, and amenities, 
such as playing fields and club-rooms and libraries, as an: 
to be applied to schools now under the ICCOIldary code. 
There may be a case for varying the "bias" in bigher schools 
towards literary or scientific or technical specialisation, 
according to some extent to the probable after-careers of 
the pupils, provided that this "bias" is not allowed to 
interfere with the primary requirement of giving all pupils 
a good general education in the arts of citi ... osbip and 
living. There is no case at all. escept the case of those 
who are detennined to preserve class privilege, for making 
the new senior schools inferior in any respect to the 
existing secondary schools. 

There an: at present great diIferences between areas in 
the provision made for the education of defective or 
t>hysically abnormal children; and almost everywhere the 
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provision is very much less. than the need. This "is a 
vital matter because many children who might be made 
into uscfuI and fully productive citizens now grow up stunted 
in mind and body for want of proper treatment in the forma­
tive years. This aspect of the problem is necessarily too 
~echnical for discussion in a book of wide scope, outlining 
the entire home progn.mme of the Labour Party. But 
it is an aspect to which rea1ly serious attention will have 
to be given by a Labour Government. l 

The problem of the Universities is also highly technical. 
The Universities are not State institutions, though they 
receive considerable aid from public funds and can therefore 
be made, even apart from legislation, amenable to public 
pressure. They are, moreover, institutions for research 
as well as for teaching, and are not therefore exclusively 
part of the education system. .At: present. as we have seen, 
they are open almost exclusively to children of parents who 
are wc11 enough olf either to send their children to "public" 
schools or to keep them at secondary schools long past the 
age at which most children are compelled to leave. Only 
a trickle of children of manual workers reaches the Uni­
versities. Even undergraduates maintained by scholar­
ships come mainly from relatively wc11-to-do households. 

This condition of things cannot be radically altered 
except by altering the opportunities for secondary eduClltion. 
The changes suggested in secondary education-the 
abolition of fees and the provision of maintenance 
allowances on .. much more generous scale-will open the 
road to the Universities to a far larger group of students, 
and will make necessary a great extension of the facilities 
for University education. .& the existing Universities 
cannot be greatly increased in size without detriment to 
their quality, this will involve the foundation of new 
Universities, for which the money will have to come from 
public sources. The wsring University Colleges-Hull, 

I For Labour ccluQlliooallJ!."Y, ICe LMtItr'I Polit:! for IM SdJotJU, 
Labour Party •• d.: and s_ .... · .. I.~ PoI«j for. S.n.JiJt 
C la_. Fabian Society. IL 
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Southampton, Nottingham, Exeter, Leicester, and the 
Welsh Colleges-will have to become full Universities, as 
Manchester, Birmingham and the other newer Universities 
have done already. Universitie:s will have to be founded in 
other centres, such as Stoke-on-Trent, Plymouth, NorWich 
and Brighton; and all training of teachers will have to be 
brought under University auspices. Existing municipal 
and other Technical Colleges will have to develop their 
arts departments, and either to grow into Universities, o. 
to become linked to the Universities in their neighbour­
hood. University education as a whole. will have to be 
so reorganised as to link up the Universities with the 
school system in each area, and make them the regional 
centres of education to which, in addition to undergraduates, 
teachers and others engaged in the regular work of life 
will regularly resort for " refresher" courses, summer 
schools, and help in facing the local problems of adult 
as well as school education. 

With these developments must go a great extension 
of scholarships, to provide both for the increased number 
of pupils in secondary schools and for students from 
Technical Colleges and adult classes. If it is objected that 
ther~ will not be enough "superior" jobs to provide for 
the increased number of graduates to be turned out by this 
expanded system of University education, the answer is that, 
as University education ceases to be a class privilege, it 
will also cease to be taken as a matter of course that a 
University graduate shall proceed to a middle-class job. 
The business of the University is to educate for life, and 
not merely for the art of earning a .. superior" living. Why 
should not an artisan or a clerk, if his bent lies that way, 
have as good a cultural education as anybody else? 

Closely connected with the development of the 
Universities is the expansion of adult education, which is 
now organised largely by the Workers' Educational 
Association in collaboration with the extra-mural depart­
ments of the various Universities and Colleges. The 
State ought to give much more generous help towards the 
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proVlslon of this type of education, which is designed 
mainly to meet the needs of working-class students who 
desire to improve their capacity for citizenship and good 
living by continued study outside their hours of work. 
There is need in this field for many kinds of classes, from 

. the quite elementary to the most advanced; and the amount 
of money required to finance a greatly improved range of 
service is negligible in comparison with the cost of other 
improvements in the educational system.1 

Finally, there is the question of technical education. 
There is every reason for providing both whole-time and 
part-time technical training on a much larger scale than at 
present, provided that technical demands are not allowed 
to encroach upon the needs of general education in the art 
of living. When adolescents proceed to technical schools 
rather than to other forms of secondary education, every 
care ought to be taken to ensure that the claims of general 
education are not neglected in these schools; and in every 
technical college or institute proper provision ought to 
be made for the teaching of cultural as well as purely 
vocational subjects. Moreover, technical subjects, if they 
are taught well, can be so treated as to bring out their 
cultural aspects; and this side of the matter is no less 
important than the other. Hitherto, technical education 
has fallen under suspicion because it has often been 
perverted to serve unduly narrow vocational ends. 
Treated in the right way, it can be made a powerful 
instrument for the wider. diffusion of real culture. a 
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CHAPTER IX 

AGRICULTURE .ANQ FOOD SUPPLY 

IT is a crime against humanity that men, women and 
children should go short of food, when the means of 

producing it in abundance are at the command of the 
nations: Yet this happens everywhere, even in the 
richest and most prosperous countries, and even when 
all over the world farmcIS are complaining bitterly of a 
glut of supplies. While millions of people go short, 
some Governments are busy destroying food, or paying 
farmcIS _ to produce it, in order to reduce the supplies 
offered for sale; and other Governments are doing their 
best, by tarifIS, import ICStrictiOns, and systems of con­
bOiled prices. to make food dear, with the effect of reducing 
consumption. These things are done, no doubt, WgeIy 
in the intCICSts of the agricultural producers, who complain 
that they cannot make a tolemble living when food is che2p; 
but a considerable part of the increase in prices goes not 
to the food produa:rs but to middlemen and manufactuters 
who stand betwCOl the producers and the consnming public. 

It is true that in almost all count:rics agricultural workers 
are among the worst paid sections of the people. and that 
many peasants and small farmers have to exist at a very 
low standani of life. Urban workers are nearly always 
better paid on the average than rural workers; and peasant­
farmcIS have often lower incomes than many industrial 
wage-amers. It is cntitdy legitimate for the agricultural 
population to c1aim that its condition ought to be inIproved. 
But it is no less e1ear that the worst way of inIproving 
its condition is by raising fuod prices. so as to compel 
the consumers to go shorter sti1I. 

This is the .. agricultural dilemma," which cannot be 
1CSOlved un1ess we can 6nd ways of making the agricultural 
population better off without making food deuer for the 
whole body of consume[$. 
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In earlier chapters I have,stressed the fact that serious 
undernourishment exists to-day in Great Britain. Sir 
John Ou, in his book Food, Health anti [MO/IJe, has estimated 
that half the people of this country go seriously short of 
food, and ~t only one-third are in a position to afford a 
thoroughly adequate diet. Food serves, broadly speaking, 
four essential purposes-the supply 9f energy, body­
building, protection against disease, and, last but not least, 
enjoyment. Half the population fails to get' enough 
protective foodstuffs. Nearly one-third fails to get enough 
calories to supply all the energy that is needed, and also 
falls short of proper body-building foodstuffs. One 
person in every ten is short of food in every respect, and 
does not even get enough of the cheap foods which supply 
energy without either building the body or protecting it 
against disease. 

This is a calamitous situation; and it is no answer to 
say that it has always existed. It is not denied that a 
generation ago the food of the people was worse than it 
is now, and two generations ago very much worse. It is 
not denied either that the people of Great Britain are on 
the average better fed than the peoples of many other 
countries-for example, than the peoples of Germany and 
Italy, and, of course, than the peoples of India, or China, 
or Japan. But these comparisons do not affect the 
situation, which is that it is fully possible both to produce 
much more food than is being produced to-day in Great 
Britain, and to buy abroad the additional food that is 
needed at a very cheap rate. 

Si!: John Orr has calculated roughly the increases in 
the total supplies of various foodstuffs that are needed­
on the assumption that they are distributed to those who 
need them-in order to raise the worse-olf half of the 
population to an adequate standard of nutrition. He has 
reckoned that, taking the actual supplies of 1934 as a 
starting point, Great Britain needs at least u per cent. 
more meat, 18 per cent. more eggs, I, per cent. more 
butter, 16 per cent. more milk, and .. , per cent. more 
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vegetables and fruit. These increases would not be in 
fact nearly enough, both because the whole of any increased 
supply would not in practice go to those who now suffer 
from shortage, and because the increases would, even 
apart from this, be only just enough on the assumption 
that there was no waste at all in .their use. Actually, in 
order to raise the whole population to the standards of 
food Gonsumption now existing among the 10 per cent. 
of the people who are best off, we should need to increase 
supplies of meat by 29 per cent., butter by 41 per cent., 
eggs by H per cent" milk by 80 per cent., vegetables by 
87 per cent., and fruit by no less than 1%4 per cent. The 
lower range of increases is put forward here, not because 
it is enough, but because it is the objective we must try 
to reach first, before we attempt more ambitious im­
provements. 

These increases can be provided either from increased 
home production or from increased imports, or of course 
from both sources. But they will not be provided at 
all unless thOl means of consuming them are given to the 
people. It is futile to stimulate home agricultural pro­
duction by methods which make the cost of food higher; 
for if prices are in,creased and the consumers' incomes 
remaiD. the same, less will be sold instead of more. On the 
other hand, if a £lood of cheap foodstuffs could be brought 
in from abroad, increased consumption among the main 
body of the people might be secured only at the cost of 
ruining British agriculture. 

The fear of ruining agriculture lies at the back of the 
policy of agricultural protection which has been followed 
in recent years. But this policy has been so applied as to 
lead in more than ·one instance to a disastrous limitation 
of total consumption. In order to stimulate the home 
production of pigs the imports of bacon were restricted 
so much by quotas that the total supply of pigs' meat 
was drastically reduced. Again, the farmers have been 
induced by the guarantee of a high price to expand con­
liderably their output of milk; but because the high 
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price of liquid milk involves restricted consumption, the 
increased supply has to be diverted artificially to the 
subsidised manufactuJe of cheese and butter, which could 
be imported much more cheaply from overseas. The 
farmer produces more milk;" but the consumers actually 
get less, except where deman<! is created by the subsidised 
sale of cheap milk in schools, or under other special schemes. 
Yet, as doctors are unanimous in regarding a gready 
increased consumption of liquid milk as the best of all 
methods of ensuring an improvement in the health of the 
people, it is obvious that the policy of making milk 
artificially dear to the main body of consumers mllst be 
fundamentally wrong. 

Our problem, then, is to increase the supply of food 
and at the same tinJe to reduce its price to the consumers; 
for unless the price is reduced the consumption cannot be 
increased. The farmers, however, Will not supply more 
unless they are paid more; for, under the system of "private 
enterprise," the offer of a higher price is the only way of 
inducing an enlarged supply. Imports can no doubt be 
increased very gready, and their cost to the consumers 
reduced, if we are prepared to expose the farming industry 
once again to the unrestricted competition of imports, as 
it was exposed before 193 I. But such a policy, even if 
it were regarded as tolerable on other grounds, would be 
ruled out by the difficulty of expanding British exports 
in the present world situation, in order to provide means 
of paying for the additional supplies brought in from 
abroad. Because of this difficulty, the tota! supply of 
food needed cannot be expanded to the required extent 
unless a considerable part of the additional quantity can 
be produced at home. 

How, then, are we to produce more food in Great 
Britain without raising its price to the consumer? Qearly,' 
the first essential step is to ensure that there shall be no 
avoidable waste and no unnecessary profit arising in the 
COIUSC of distribution or manufacture. At present, in the 
case of most foodstuffs, the farmer gets a remarkably 
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small proportion of the retail prices which the COnsWDCrs 
are called upon to pay. Even where the food undergoes 
little or no manufacture after it has left the farmer, the 
farmer's share of the retail selling price is often only 30 or 
40 per cent.; and out of this the labourer and the landlord 
have to be paid and all the other costs of production met. 
The disparity is, of course, even greater where the foods 
are "processed," or manufactured, to a considerable 
extent after they leave the farm. 

It is almost generally admitted that the cosrs of 
distributing and processing foodstuffs are unduly high. 
Manufacture is often in the hands of powerlitl rings and 
combines, whose members are able to make big profits. 
Flour milling would be practically a complete monopoly 
if it were not for the fifth of the torsI trade controlled 
by the Co-operative movement. Bacon curing is not so 
complete a monopoly; but a single concern occupies a 
very powerlitl position. The sugar industry is to a great 
extent monopolised. Milk distribution is controlled by a 
powerful organisation of distributors, headed by United 
Dairies. Unilever controls the margarine trade, as well 
as the trade in soap, and has also the directing interest 
in a large number of chains of retail shops-from Home 
and Colonial, Liptons, and the Maypole Dairy to Mac 
Fisheries. Other combines, such as Vestey's, control 
the trade in imported meat. In fact, almost every essential 
foodstuff is largely controlled by some powerlitl combine 
or association either at the manufacturing stage or at 
that of wholesale and sometimes also retail distribution.' 

Most of these combines, or their component firms, 
make very large profits. It is often alleged on their behalf 
that large-scale combination makes for efficient service, 
and accordingly that the consumer is better served than 
he would be by • host of competing suppliers. It is no 
doubt true that in many cases large-scale organisation 

1 Pot a fuJlcr account see S.nJis .. "'" 0 ... S",,*,J .f J..ir,i,.g, pl<pOt<d 
by the Stanclina Committee of Indwttial Women', Organisational Labour 
Pony •• d. , 
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makes for reduced cost; but it does not at all follow that 
the benefit of this reduction is ·passed on to the consumers. 
Something essentially different actually occurs. Tate and 
Lyle have paid io recent years dividends averagiog over 
18 per cent., or over Zl per cent. if account is taken of a 
40 per cent: bonus share distribution made io 19H. The 
big B.our milling concerns have been distributing dividends 
oft, percent. or more. Unileverio 19~7paid Ut percent. 
on its ordioary shares. If these great food manufacturing 
and distributing concerns were publicly owned, the con­
sumer would be assured that the benefits of large-scale 
organisation would result io improved service instead of 
excessive profits. 

Over a considerable part of the field, however, the 
trouble is still ioefficieney rather than profiteering. There 
are too many middlemen, too many shops, wasteful 
methods of marketing which hurt the farmer as well as 
the consumer. The present methods of marketing fruit 
and vegetables are a byword; and io the home meat trade 
the slaughtering methods are still chaotic and often 
unhygienic as well. The trade io fish combines vety low 
prices to the fishermen with high prices and bad service 
to the consumers. 

No one will pretend that it can be a simple matter to 
bring order out of this chaos, or to deal quickly with -the 
necessary probletns of organisation and control. But it is 
plain that the methods at present pursued are radically 
wrong, because they are hardly ever directed to improving 
the quality of service to the consumers, and nearly always 
to keeping up prices at their expense. 

Take for example the methods followed under the 
Agricultural Marketing Acts. Under these Acts the 
control of production and prices, as far as it is iotroduced 
at all, is placed io the hands of bodies exclusively, Qr 
almost exclusively, representing the producers. These 
bodies then deal with other bodies representing not the 
consumers but the distributors or manufacturers, who are 
equally concerned with extracting as much as possible 

.. * 
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&om the consumert. The consuming public is fobbed off 
with Consumexs' Councils and Committees which are 
wholly devoid of effective power, even to ascertain and 
publish the full facts ,about the existing inefficiency and 
exploitation. They can at the most only report and complain 
to the Government. They have no authority to take any 
sort of action. 

This is not to say that it is wrong to set up producers' 
boards exclusively representing farmert or other types of 
producers. What is wrong is that such bodies, either 
alone or in concert with the capitalist distributors or manu­
facturers, should be given the power to fix prices or to 
regulate supplies. There is a great deal to be said in 
favour of helping the farmexs, and even compelling ,a re­
luctant minority among them to organise for the improve­
ment of their marketing methods and of the quality of 
the products supplied. There is nothing to be said for 
giving them the exclusive right to dictate the conditions of 
supply. 

The Labour Party's plan of agricultural reorganisation 
involves a thorough recasting of the schemes of agricultural 
marketing that have been built up under the National 
Government. The Labour Party is opposed to the piece­
meal handling of the agricultural problem under a large 
number of sepa.rate and quite unco-ordinated schemes 
and expedients. It proposes to create a central pIanning 
authority ...... National Agricultural Commission-with wide 
enough powers to review and deal with the problem as a 
whole. This Commission, it is proposed, should consist 
partly of representatives of farmert, farm-workert and 
consumert (including the CG-operative movement) 
appointed by the Minister of Agriculture &om panels 
nominated by the organisations concerned, and partly 
of other perton. chosen by the Minister to represent the 
general interest of the public. It would be the duty of 
the Commission, which would of course be responsible 
to the Minister, to dtaw up a comptebensive agricultural 
plan, providing for the best possible use of the land, 
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whether under private or public ownership, for land 
improvement and agricultural research, and for the 
organisation of marketing, transport, credit and other 
essential services. Under the Commission would be 
County Agricultural Commirtees, similarly appointed by 
the Ministei; and through them the National Commission 
would largely carry out the duties entrusted to it. It 
would be their task to secure satisfactory standards of 
cultivation in their respective areas and to apply locally 
the measures designed to improve the quality of the land; 
and they would also be able to advise the O;>mmission 
about all local problems arising in connection with the 
drafting and execution of the national plan. 

How would this proposed machinery be related to the 
existing machinery of agricultural marketing? In the 
first place, the Marketing Boards, instead of being com­
pletely independent bodies, would become subject to the 
Agricultural Commission, and would have the duty of 
carrying into e1fect the policies recommended by it and 
approved by the Government. But this function is not 
compatible with the present character of the Boards ,as 
exclusively representing the producers. Accordingly, either 
the existing Boards would have to be broadened, so as to 
represent the consumers and the agricultural workers as 
well as the farmers, or, if the existing Boards were left as 
they are, there would have to be created in addition 
National Commodity Boards for various types of product, 
on a basis broad enough to represent the consumers as 
well as the producers. 

In view of the difficulties in the way of changing the 
character of the existing Boards, I personally favour 
the second solution. What I have in mind can perhaps 
best be illustrated by taking an actual example. The 
existing scheme for pigs and ba.con involves three bodies.­
the Pigs Marketing Board, representing the farmers, the 
Bacon Marketing Board, representing the firms engaged 
ltt ba.con-curing, and the Bacon Development Board, 
which includes representatives of the two Marketing 
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:Soards together with independent members appointed 
by the Minister of Agriculture. This last body can, in 
case of need, act as arbitrator between the other two. 
Its functions are at present narrowly restricted; but it 
could easily be broadened out into • Commodity Board 
responsible, under the Agricultural Commission, which 
would take over the appointment of the independent 
members, for the control of the entire policy of pig and 
bacon production (including pigs for pork as well as 
bacon pigs-for until they are included the scheme cannot 
possibly be made to work satisfactorily). 

In order to assume this position, the Development 
Board would have to be reinforced by consumers' repre­
sentatives, and so constituted as no longer to have a 
producers' majority. Similarly, in the milk marketing 
scheme, the existing Milk Marketing Board should be made 
subject to a Milk Development Council, on which it would 
be represented together with the milk distributors, but in 
such. way that the representatives of the actual consumers 
and the independent members would outnumber the 
members representing the producers and the distributing 
concerns. The producers' Boards would thus I?ecome, in 
effect, agricultural Co-operative Societies, differing from 
ordinaty Co.operatives only in being based on compulsory 
membership and in forming part of a national scheme of 
agricultural development and organisation. Where neces­
sary regional machinery could be set up under the national 
bodies; but, in the main, organisation would be national, 
and local arrangements would be made in consultation 
with the County Agricultural Committees. 

It will be seen that, under the proposed system, land 
would continue to be cultivated, as now, by individual 
farmerS. The Labour Party means, however, to be free 
to initiate or encourage experiments in large-scale or 
collective farming, both on large farms under direct public 
management on the basis proposed in the Labour Land 
Utilisation Bill of 193o--from which the clause was struck 
out by the House of Lords-or on co-operative farms. 
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Such experiments would be conducted under the auspices 
of the County Agricultural Committees, and would be 
made much easier by the changes in land ownership which 
the Labour Party proposes to carry into dfect. 

Even many Conservatives recognise to-day that the 
traditional British system of land-ownership is breaking 
down. The landlord· system, in the great majority of 
cases, no longer secures the requisite application of capital 
to the development of the land. The landlord, even 
when he has the money, commonly prefers to invest it 
elsewhere. The farmer who buys his land has usually 
thereafter no capital left for improving it, and finds 
mortgage charges weighing heavily upon him, especialIy 
when he is unfortunate enough to buy at a time of high 
prices-for example, just after the war. The consequence 
is that the land to-day is grossly under-capitalised, especially 
in relation to the need for development of the higher forms 
of quality production which are best suited to the present­
day conditions of British farming. 

The Labour Party's view is that all agricultural land, 
and all land of any sort needed for any public purpose, 
ought to become national property, on a basis of reasonable 
compensation to the existing owners. But it is recognised 
that the transfer to public ownership may have to be made 
by stages; and what is proposed immediately is the passing 
of an Act which will enable the Government and other 
public authorities to acquire land needed for any public 
purpose, including agricultural development under the 
national plan, without delay and at a reasonable price. 
This does not mean that the Labour Party has any intention 
of displacing the existing body of tenant farmers and 
occupying owners, who will be left undisturbed except 
when the land they occupy is imperatively needed for 
housing or some other necessaty social purpose. It d~s, 
however, mean that the State, wherever it acquires land, 
will be in • position to spend capital on improving it with 
the hacking of the national credit, and that the occupy­
ing owner who transfers his land to public ownership 
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will be able to release the capital now locked up in it 
for use, for example, in improving the quality of his 
stock. 

The future of British agriculture is with the increased 
production of quality foodstuffs. The foods of which 
the people chiefly need a larger supply are quality foods­
milk of guaranteed purity, fruit and fresh vegetables, 
eggs and poultry. These are the goods of which the 
consumption will expand most rapidly as the incomes of 
the consumers are improved; and it is to the encouragement 
of these types of production that our agricultural policy 
ought to be chiefly directed. It is radically wrong to 
spend our main efforts on expanding the home output of 
goods which can be brought in much more cheaply from 
overseas--ilbove all when the total demand for them is 
not likely to expand, and may even contract, as the standard 
of living is improved. It is plain folly to concentrate 
attention on expanding the acreage under wheat or other 
cereals, or on developing the production of sugar-beet, 
when we know that these things can be done only to the 
grave detriment of wheat-growers in Canada or Australia, 
or sugar-producers in the West Indies-in fact, of customers 
whose prosperity is essential to our export trades. The 
consumption of wheat in Great Britain will not rise as 
the standard of living improves; for people will eat less 
bread in proportion as they can afford more of other 
foods, and the increased demand for wheat for feeding to 
poultry will not suffice to bring about an expansion of 
total demand. Higher wheat production means higher 
bread prices; for it involves subsidies to the wheat-growers, 
which have to be paid by the consumers. As for sugar­
beet, every acre under it necessarily puts up the price of 
sugar; for there is no possibility of producing beet-sugar 
here on terms economically competitive with the costs 
of imported cane sugar. 

This is not to say that liD wheat ought to be grown in 
Great Britain. Wheat plays for some farmers an important 
part in crop-rotations, and it would involve great diffi-
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culties if the wheat industry of the Eastem Counties wen: 
crushed suddenly out of existence. But it is ludicrous to 
adopt a policy which deliberately fosters by large bounties 
an increase in the acreage under cereals, when it is 
manifest that the natural trend in British agriculture is 
all the other way. Great Britain has been increasingly, 
is predominantly, and·will become even more, a stock­
breeding, dairying, egg and poultry farming, fruit and 
vegetable gardening country; and it is right that this 
should be so from the standpoint of the needs of the 
consumers, as well as from the standpoint of making 
agriculture remunerative and assuring the agricultural 
producer a better standard of living without placing heavy 
burdens upon the public. 

We have seen that, for the ensuring of a reasonable 
mimllllllll diet to the whole people, Great Britain needs at 
least IZ per cent. more meat and at least 16 per cent. more 
milk. As far as meat is concerned, the greatest need is 
to improve the methods of marketing and slaughtering 
and to take effective steps for the conquest of animal 
disease. It has been recently estimated that animal diseases 
involve an annual loss of £14 millions to British agriculture. 
Our present annual expenditure on research designed to 
prevent these diseases is £~3,OOO. Yet much disease could 
be prevented, and the breed of livestock could be greatly 
improved, by further research and the enforcement of 
higher standards. Again, our methods of slaughtering 
and markering animals are at present grossly inefficient­
so much so that an cfl'ort to improve thClll is being made 
even under the exisring Government. If the price­
difference between home and imported meat can be nar­
rowed by better organisation and improved quality of 
stock, the increased need for meat can be met. in the case 
of both beef and mutton, by means of a larger home 
supply, so as to leave imports roughly at their existing 
level. We now produce at home about 47 per cent. of 
the beef and veal consumed in Great Britain, about 40 per 
cent. of the mutton and lamb, and about 4' per cent. of 
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the pig meat. There is no reason why these proportions 
should not be inereascd as total consumption expands. 

Pig meat stands, no doubt, in a somewhat different 
position from beef and mutton, in that British bacon, 
except that which comes from It few areas, is apt to be 
worse in quality than Danish bacon, whereas home­
produced beef and mutton have in general a big quality 
advantage over chilled or frozen imports. British bacon 
can be as good as Danish; but there is no reason to suppose 
that it is likely to become better. There is accordingly 
less good ground for expanding home production of bacon 
than of beef and mutton: yet we have been following so 
far precisely the opposite policy. We have deliberately 
shut out Danish and other imported bacon in order to 
stimulate home production; but in face of the reluctance 
of consumers to buy the home product the dfect has been 
to reduce total consumption and to advance the price of 
good quality bacon to an entirely unreasonable level . 

.AJ; for milk. we have already expanded home pro­
duction to a considerable extent. But as this has been 
done by offering the producers a high price, which the 
consumers have been ca1led upon to pay, the demand for 
liquid milk has not increased to anything like the same 
extent -as the output. Consequently, the more milk we 
produce, the larger proportion has to be disposed of, not 
for liquid consumption, but for manufacture into butter 
and cheese, which could be brought in much more cheaply 
from New Zca1and and other parts of the Empire. Home 
produced milk for these purposes has to be sold at an 
cnonnous loss, part of which is borne by the Exchequer, 
but most by the consumers of liquid milk, so that con­
sumption is fUrther discouraged as production is increased. 
Some attempts are made to lessen this absurdity by selling 
milk at intermediate prices under the .. milk in schools" 
and other special schemes; but, even so, the percentage 
of milk consumed in a liquid state fell from 74 to 68 
between 19H and 1937. 

This is monstrous, in view of the low consumption of 
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liquid milk in Great Britain and its high value as a food 
for children and adum alike. The manifest remedy is to 
reduce liquid milk prices in order to expand consumption; 
and it would be well worth while to provide a subsidy for 
this purpose, in order to bring about a change in the milk­
using habits of the -people. MofeOvu, if, as would 
probably occur after a short interval, the demand for 
liquid milk grew rapidly as a result of the fall in price, no 
subsidy would be needed. If the whole output, apart 
from some unavoidable seasonal surpluses, could be sold 
at an intermediate price in the liquid market, the farmer 
could get a thoroughly satisfactory return out of the balance 
which would accrue from the sale in the liquid milk market 
of supplies which are now dumped uneconomical1y into 
the manufacturing market. . 

The I, per cent. more butter needed by the people on 
Sir John Orr's estimate could be much better supplied by 
increased imports than by the uneconomic diversion of 
milk from liquid consumption. 

Of both fruit and vegetables, with the exception of 
potatoes, Sir John Orr estimates the additional need at z, per cent. as a minimum. In the case of vegetables, this 
need should clearly be met mainly by increased production 
at home; for here again the home producer possesses an 
advantage in quality. One of the worst features of the 
standard minimum diets supposed to be sufficient for 
health which are put forward by such bodies as the British 
Medical Association is the paucity of the provision for 
vegetables and fruit. One of the principal objects of our 
agricultural policy should be the encouragement of market 
gardening, with a view to a great expansion in the output 
of fresh vegetables at all seasons. The success of this 
policy is clearly bound up with an expansion of consumers' 
incomes; for vegetables and fruit offer one of the most 
marked contrasts of to-day between the diets of the ordinary 
wage-earners and of the relatively well-to-do. 

Fruit offers more difficulty, because certain of the 
fruits for which the demand is most expansible as incomes 
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increase annot be produced in Great Britain. Any advance 
in standards of living will mean a rapid growth in the 
demand for oranges and bananas, as well as for apples, 
pears, peaches, grapes and other fruits which, even if they 
can be grown a.t home, &re at present mainly imported. 
We must expect I. sybstantial rise in imports of these 
commodities to accompany any all-round improvement in 
standuds of nutrition. But that is all the more reason for 
doing all that can be done to stimulate the production of 
those fruits which can be grown at home, usually with a 
big quality advantage over imported products. We should 
use every effort to encourage increased cultivation of 
apples, pears, plums, cherries, strawberries, and other 
soft fruits; and we should endeavour to foster the develop­
ment of a wger and better organised fruit canning industry 
in order to deal with the existing peril to the producer of 
seasonal' gluts of these highly perishable products. 

Eggs, of which Sir John Orr calculates the increased 
need at a minimum of 18 per cent., and poultry, of which 
we already produce at home well over two-thirds of the 
quantity consumed, are other obvious cases in which a 
luger home production is needed. At present Great 
Britain imports S 4 per cent. or thereabouts of the total 
supply of eggs; but with increased consumption this 
proportion could be substantially reduced. 

In all these cases the increase of the home-produced 
supply depends both on a rise in consumers' incomes and 
on an improvement of methods of grading and muketing, 
as well as of actual productive technique. Except in the 
case of milk, organised muketing has so far been appplied 
chiefly to products for which the demand is not very 
expansible. If we mean to revive agriculture and improve the 
nutrition of the people, the next task is to apply it to quality 
foodstuffs, but in such a way as to reduce prices in order to 
stimulate higher consumption, especially of protective foods. 

To achieve this should be the primuy objective of 
Labour agricultural policy. In the case of cereals, it is 
legitimate to preserve from extinction a fonn of production 
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which must continue to have its place in the .agricultuml 
round; but it is quite illegitimate to expand output where 
the needs of peace' can be met much better by imports 
and those of war by public storage of imported supplies. 
In the case of bacon, there may bea case for some 
expansion; but the case for rapid development is weakened 
by the fact that no quality advantage is present on the side 
of the British producer. In the case of fresh meat this 
quality advantage exists; and there is accordingly a strong 
case for improving the quality and health of livestock and 
for so amending methods of slaughtering and marketing as 
to narrow price differences between home and imported 
supplies. As far as milk is concerned, there is no possible 
justification for diverting nearly a third of the total supply 
into the uneconomic manufacture of butter and cheese 
while the mass of the people is going lamentably short 
of liquid milk; but there is a strong case for expanding 
production much further in connection with a definite 
policy of lowering prices to the general body of consumers. 
There is further a conclusive case for increasing the output of 
fresh vegetables and fruit and of eggs and poultry. Wherever 
the home producer preserves a marked quality advantage, 
and the market is capable (>f large expansion to the benefit 
of the health of the people, Ibm should British agricultuml 
policy aim at a rapid increase in the volume of output. 

The increase of output is, of course, from the stand­
point of the farmers, mainly a matter of price. But the 
incentive needed is largely that of assured, rather than 
higher, prices. The great obstacle to the farmer, is 
insecurity-between the opposite perils of having his 
crops ruined and having them succeed so well as to induce 
a catastrophic fall in prices. If the farmer could be given 
reasonable security, in the form either of guaranteed 
prices fixed well ahead or, better, of selling prices bearing 
a definite relation to the cost of feeding stuffs and other 
farm requisites, the way would be clear to a considerable 
expansion of output and to the employment of a larger 
amount of farm labour under reasonable conditions. 
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It is one of the objects of the Labour policy to give 
the farmer this advantage. It is proposed that the Com­
modity Boards, acting under the authority of the National 
Agricultural Commission and of the Government, should 
be authorised to fix assured prices for farm products. In 
order to achieve this, they must be in a position to regulate 
the quantity of imports in such a way as to supplement home 
supplies to the required extent. Regulation of imports is 
indispensable in the interest of internal agricultural stability. 

Oearly, however, the determination of the imports to 
be allowed cannot be left to the farmer. It is a matter 
for the consumers as well. If Commodity Boards are so 
constituted as to represent predominantly the consumers' 
and the public interest, they can safely be authorised to 
act as advisers to the Government concerning the amount 
of imports needed from time to time in order to complete 
the supply of any particular commodity. The actual" 
purchase of these imports, and the placing of them on the 
market, could in fact be combined with the task of 
marketing the home supply-provided that the final 
decision about the quantities to be imported and the 
prices of sale rested with the Government itself, as the 
ultimate arbiter of economic policy. Alternatively, a 
sepuate system of Imports Boards could be set up, with 
the duty of entering into contracts, wherever possible for 
bulk purchases, with overseas producers; and these Import 
,Boards could take over the home supply under the various 
marketing schemes, and undertake the sale to the retailers or 
further manufacturers pf both the home and the imported 
supply.l If this method were adopted, the Import Boards 
would clearly be the right bodies to carry out any policy of 
food storage that the Government might decide to adopt. 

It is not pretended that the schemes of agricultural 
organisation put forward in this chapter are fully worked 
out, or that there are not still many problems to be 
settled. But in the essential outlines the policy is sound. 

1 Sce the .. port in I_porI B....u, publiohcd in the Report of the South­
port Labour Party Coofczence, '9'''' 
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Great Britain possesses excellent farming land, :and a high 
quality of agricultural skill. In view of these qualities, 
:and of the need for higher consumption, home output of 
agricultural products ought to be greatly increased. But 
it will not be increased, except to the consumers' detriment, 
unless both the methods of producti~n and the marketing 
of British home products are greatly improved, or unless 
attention is given mainly to expanding output of those 
foodstuffs which are needed in larger quantities' and can 
be supplied in better quality by home products than by 
imports. If these ptinciples are followed, British agri­
culture can reach a new period of prosperity-provided 
that the total demand for the higher quality foods is allowed 
to expand. This, however, depends on the improvement 
of real incomes among the general body of consumers­
which in turn depends on the adoption of a correct policy 
for securing the full employment of the available resourocs 
of production in industry as well as upon the land. This 
is a wider question of economic policy, which will be 
considered later, in its proper place. Before we come to 
that. certain other matters of importance for the future 
of the British countryside have to be discussed.' 

CHAPTER X 

THE LAND WORKERS 

THE number of agricultural workers in Great Britain has 
been declining rapidly in recent years despite the 

increase in agricultural output. In 1931, when the decrease 
was smaller than it had been duting the two previous years, 
there was nevertheless a fall of nearly two and a half per cent. 
in the number of regular male workers, and a decline or 
more than five and a half per cent. in the numbers under 

1 On the g<oenl lubject of Ibis chap ... , ... TH 1.-1 .... tbt JV~I 
Pr-.i •• f Azri""_. Labour Parry, .d. Sce abo LotQ Addison'l book, 
A PoIiU f., Jjr;lisb Ag;""_. 
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% t yeus of age. The fall in the number of persons employed 
on the land has been very nearly continuous since 19%1, 
with only two short-lived reveJ:Sals of the trend-the 
first in 1914-5, and the second in 19H, when the effects 
of the new protective system made themselves felt. But, 
despite the measures taken to stimulate agricultural recovery, 
the dedine was shaIply resumed in 1934. and has continued 
ever since. 

One very serious feature of the dedine is the falling­
oft' in the supply of young workers. The average age of 
agricultural labourers is much higher than that of workers 
in industry or commerce; and there is already in a number 
of areas a marked shortage of skilled agricultural labour 
in the younger age-groups. In. fact, the younger men 
who are in a position to move are rapidly leaving the land 
for the towns. Despite the much higher rate of urban 
unemployment the very low level of agricultural wages 
offers no incentive to men to remain in the villages when 
they can see a prospect of employment elsewhere. 

It is a common illusion that the low wages paid in 
agriculture are largely offset by the low cost of living in 
the villages. It is true that agricultural house-rents are 
usually much lower than urban rents; but the cottages are 
grossly inferior, - very often damp, insanitary, ill-lit and 
ill-ventilated, and commonly without gas or electriciry or 
even a supply of water. These conditions mean extra 
labour as well as less ameniry and exposure to unhealthy 
conditions. It is true that the village labourer does not 
have to pay for transport to and from his work; but if 
he wants his share of the entertainments which are at the 
urban worker's door he must pay the cost of transport to 
and from the nearest town. It is true that he has often 
enough land to grow for himself a supply of vegetables 
and perhaps to keep a few head of poultry or even a pig 
-·though this is by no means general. But the goods he 
buys in the village shop are nearly always dearer than the 
goods which can be bought in chain-stores and other 
urban shops. Village costs of living are not on balance 
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lower than urban costs,· except where the village worker 
gets less amenity, as in the case of housing. Lower village 
costs of living belong to the stage of civilisation at which 
the village lives mainly off its oWB produce. Nowadays 
food and clothing are mainly manufactured in the towns, 
and the cost of distributing them is higher for the village 
than for the town. 

Under these conditions the lower agricultural wages 
involve a definitely lower standard of living. This, how­
ever, is not the only-perhaps it is not even the main­
reason for the migration of the younger agricultural workers 
to the urban centres. The village seems narrow in its range 
of life in comparison with the town, which. the villager 
knows chiefly, while he remains a villager, as a centre of 
diversified life and means of entertainment. The town has 
a .. glamour" that may wear off for the town-dweller, but 
has a powerful attraction for the village-dweller, whose 
opportunities for visiting it hAve been greatly increased by 
the motor-bus. 

It is unlikely that, even if village wages were raised 
to an urban level, the migration from agriculture to the 
towns would cease. But it would be checked, and probably 
more of the migrants would return to village life, especially 
if effective action were taken to improve very greatly the 
standards of rural housing, to supply the villages adequately 
with water and electricity, and to improve the quality of 
rural education-for one factor that encourages movement 
to the towns is that the children will usually get a better 
education and a better start in life from an urban school. 

At present agricultural wages arc regulated, under 
the Act of 19~4. by County Agricultural Wages Committees. 
There is a National Wages Board; but it has no power to 
fix or co-ordinate the separate county rates. The rates 
fixed arc very low, ranging in most cases from 3 ~/- to 34/- .. 
week for from 48 to ! z hours' work. Where higheJr rates are' 
paid, this is usually because the working week. is longer­
for example, in the dairying districts. Obviously these wages 
arc not enough to providi:: for a. healthy standud of living. 
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They ought to be brought up to'a minimum of at least 1,0/-. 
But it is also clear that any sudden rise of wages to this 
level would seriously embarrass many &nners and cause 
a further fall in agricultural employment and probably in 
the' quantity of agricultural production. The improvement 
of wages is bound to be gradual; but it ought to be carried 
out in accordance with a definite plan. 

The best way of doing this would be to reconstitute 
the National Wages Board with fuller powers, including the 
power to prescribe both an absolute minimum to operate 
over the whole country and actual rates for each county. 
The County Committees would become advisory bodies, 
whose recommendations would not be binding on the 
Board, and could not in any case go below the prescribed 
national minimum. Moreover, the National Board should 
lay down not only a basic minimum to operate immediately, 
but a series of rising minima to be brought into operation 
over a period of years, with a view to' the progressive 
levelling up of country wages to the urban standarCls. 
Hours, of course, would have to be regulated as well 
as wages; and 48 hours should become at once the national 
standard for the summer months, with a shorter week 
in winter, and prescribed rates of overtime payment for 
all additional hours of work. 

If agriculture cannot stand these conditions-which 
are the least· that can be regarded as socially tolerable­
without financial help, the required help should be forth­
coming through a system of guaranteed prices for the 
various kinds of produce. But these guaranteed prices 
must not be allowed to raise the cost of the necessary 
foodstulfs to the consumers. If prices cannot be kept 
down enough hy better marketing and distribution, the State 
must subsidise agriculture out of the proceeds of general 
taxation, to whatever extent may be necessary in order to 
maintain agricultural production at the level regarded as 
most desirable in the general interest. 

The agricul~ labourer's position has already been 
amended in one respect-by the introduction of unemploy-
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ment insutance. This is lml'ortant, not because unemploy­
ment is widely l'revalent, but because it raises the status 
of the agricu1tuIal worker and removes an element of 
insecurity which has ol'erated to drive men off the land 
into the towns. But, so far, the agricu1tuIal workers have 
!'Rid more for the l'rivilegeof insutance than they have 
received in benefits-even al'art from the fact that they 
are now themselves contributing towards the cost of a 
service which the State, through the Uneml'loyment Assis­
tance Boud, l'reviously l'Iovided at the l'ublic CXl""lse. 
In view of the growing surplus in the agricu1tutal unem­
l'loyment fund, the Uneml'loyment Insurance Statutory 
Committee has recently-in 1939-l'rol'osed to raise 
benefit rates for agricu1tutal workers nearer to the urban 
level: so that, under the revised scheme, with benefit at I, /- a week for male adults and 7/- for adult de!'Cndants, 
and with a maximum limit of H /- to total family benefit, 
~ sums received by uneml'loyed rura1 workers will come 
much nearer to those l'aid under the industrial scheme, and 
will in a number of cases be as high as the wages l'aid for a 
normal week's work. 

The existence of the U.A.B. in the villages and the 
introduction of uneml'loyment insurance have, indeed, 
made it indisl'ensable that action should be taken l'roml'tly 
for an all-round iml'rovement in the quality of social services 
of all ty!'Cs in the rura1 areas. Recent rel'orts have made 
l'lain the existence of del'lorable health conditions in 
most !'artS of rura1 Wales-especialJy in connection with 
tubercu1osis--and the absence of any effective l'rovision 
for dealing with these conditions. The position is hardly 
better in many !'artS of rura1 England and Scotland: nor 
can it be remedied until there is a real advance in nutrition 
(which dc!'COds mainly on incomes) and in housing. 

So fu, the building of houses in the rura1 areas h~ 
lagged behind urban building, and comparatively little use 
has been made by Rural Councils or County Councils of 
their l'owcrs either to build new houses or to undertake, 
in conjunction with the private owners, the reconditioning 
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of existing cottages .so as to bring them up to modem 
standards. The National Housing Commission proposed 
in an earlier chapter should be empowered to take over 
these duties. wherever' they are not being satisfactorily 
executed. and carry through a national scheme of rural 
rehousing. 

Naturally. the principal obstacle to better housing 
in the countryside is the inability of a great majority of 
rural workers to pay the economic rent for a decent house. 
The amount of additional rent which agricultural workers 
can be expected to afford for improved houses depends on 
the amount by which their wages are increased. Until 
they have been greatly increased. any scheme of rotal 
rehousing is bound to involve the finding of large subsidies 
in aid of rents. 

Side by side with rehousing should go improvement 
of the village schools. including public transport facilities 
to grouped higher and secondary schools and the adequate 
provision of all types of higher education for the village 
children. Adult education should also be specially developed 
both through voluntary agencies and in connection with 
the higher schools. There have been a few excellent ex­
periments already in these fields; but most county and rural 
authorities have done practically nothing to follow them up. 

Policy for the villages must be based. throughout. 
on raising the standard of village amenities as well as the 
standard of living in a narrower sense. Villages need 
planning as much as towns; and they need even more the 
provision of social centres. halls for meetings and amuse­
ments. and facilities for play and recreation. 

So far. nothing has been said of the smaIl-holder. as 
distinct from the labourer. Under the conditions of 
modem agricultural production. the smaIl-holder works 
usually under serious handicaps. Often his holding is too 
small. or even when it is adequate his capital is too smaIl. 
for the application of the most economical methods; and 
even when he produces efficiently he has very great 
difficulty in marketing his produce. In certain types of 
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holding the risks are very. great; the. small poultry pro­
ducer may he ruined by a rise in the price of feeding-stuffs, 
and the uncertainty of the prices received by small fruit­
growers and market-gardeners is It proverb. 

The recent survey made under the auspices of Lord 
Astor and Mr. Rowntree 1 brings out very plainly the 
poverty and ill-success. of the great majority of small­
holders, many of whom work very long hours and apply 
a great deal of family labour to their holdings, for a total 
return below the wage received by an agricultural labourer. 
This applies most of all to the small fruit-growers and 
market-gardeners, and to the poultry-keepers when the 
prices of feeding-stuffs are high; but it is also true of 
small mixed arable farmers in most areas. The small 
milk producers seem to do best; but even they do none 
too well, and it must not he forgotten that they are respon­
sible for a great deal of the dirty milk which finds its way 
on to the market. 

There is no case at all for extensive land settlement 
or small-holdings, either as a means of repopulating the 
countryside with urban workers or as an important means 
of giving the agricultural labourer an opportunity of 
improving his position. Small-holdings are no doubt 
necessary; but in most cases those who do best out of 
them treat them as a by-occupation and make the hest 
part of their living in other ways. Only the exceptional 
man can make a good living out of a small-holding; and 
even the exceptional man needs all the help that can he 
given by group-settlement with facilities for group­
marketing, by adequate provision for capital equipment 
and the supply of credit, and by special training for the 
various types of specialist agriculture. 

Allotments are quite another matter, for where cottages 
are let without sufficient land, the availability of allotments 
is indispensable in the labourers' interests. Their pro~ 
vision is fully possible under the law as it stands, where 
the local authorities do their duty. But with an extension 

1 BriliJb AgrinJhIrf: Till Prilttip/N of FIIhtn Polity. Longman's. 1938. 
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of public land ownership it would become possible to 
develop the supply of allotments under more favourable 
conditions and on a much more generous scale. 

As for the general run of farmers, they stand to gain 
most from stability, based on a c!ear, long-term agricultural 
policy consistendy applied. Instead of piece-meal subsidies, 
now granted and now withdrawn, they need an assurance 
that their produce will be nw:ketable, provided they con­
form to the conditions of a national plan, at prices which 
will no longer leave them at the mercy of changing condi­
tions in the world market. It must, however, be a condition 
of the State's .. square deal" with the farmers that they 
abandon their traditional hostility to the recognition of the 
labourers' claims, and work amiably with labourers' 
representatives not only on wage committees but also on 
the County Agricultural Committees and on the National 
Agricultural Commission itself. By this collaboration 

, it should be possible to solve many problems which have 
been left out of this book for reasons of space-land 
drainage, afforestation, the improvement of rural transport, 
as well as the reorganisation of agricultural credit and 
insurance. All these matters will be much more easily 
tackled when the foundations for a new agricultural order 
have .been laid by public acquisition of land and by the 
creation of a national body responsible for agricultural 

I planning and for working out, subject to the final control 
of Parliament, the right relation between home-produced 
and imported supplies of agricultural products. On 
these foundations the work of bringing prosperity to 
the countryside can be undertaken with assurance. But 
it would be chimerieal to suggest that, when all that can 
reasonably be done has been done, there will be any 
substantial increase in direct agricultural employment. 
Even if it is decided to increase agricultural production 
quite substantially, the future lies with increased mechani­
sation and a larger employment of capital rather than 
with an extension of small-holdings or an expanded rorce 
of agricultural wage-labour. 
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CHAPTER XI 

COAL 

BETWEEN June,' 1913, and June, 1938; the number of 
coaJminers at work in Great Britain fell by more 

than 40 per cent.-from I,1II,OOO to just over 700,000. 

Over the same period' the output of coal fell bY'less than 
20 per cent.-partly because of the longer working day 
introduced after the dispute of 1926, but largely because 
of inCleased mechanisation and speeding up. There has 
been a great increase in mechanical coal-cutting as well as 
in mechanical underground transport. The modem mine 
is run largely by electricity: the modem miner is ceasing 
to be a pick and shovel worker, and is becoming a machine 
operator. 

From every coalfield come complaints that the pace of 
work has been greatly speeded up and the strain increased. 
The use of electricity increases the danger of explosions 
caused by contact with the ooa1-dust plentifully produced 
by the cutting machines. The noise adds to the strain, 
and in combination with the use of metal in place of timber 
for pit-props tends to deprive the miner of the warning 
that a fall of roof is imminent. Despite some advmce in 
safety precautions, accidents increase; and a Royal Com­
mission on Safety in Mines has recently reported in favour 
of a greatly strengthened code. If the recommendations 
have not been put into effect, legislation fully to implement 
the Commission's Report will be among the eaIliest measures 
of a Labour Government. 

Miners used rightly, because of the nature and hazards 
of their calling, to be among the better-paid bodies of 
workers. But the dec1ine in the demand for coal and 
fierce price-cutting in the. export market have brought' 
down their earnings to a most unsatisfactory level. The 
increase of houtS is also keenly resented; for when the 
miners were granted the seven-hour day in 1919. they were 
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promised that a further reduction to six hours would be 
considered in the near future. To-day they work in most 
areas seven and a half hours a day, to which must be added 
on the average half an hour for "winding time" not 
included in the legal shift. _ 

The Labour Party, which in 1930 brought the shift 
down to seven and a half hours in place of the eight im­
posed in 1926, is pledged to enforce a return to the seven­
hour shift at the earliest practicable moment. It will 
further, in its handling of the coal problem, act throughout 
on the principle that a reasonable living wage for the 
miner, earned under satisfactory working conditions, must 
be recognised as the first charge upon the industry. 

The Labour Party and the Mineworkers' Federation 
have long stood for the public ownership not only of the 
coal itself, but of the entire industry of coal-mining. This 
policy was endorsed by a majority of the Sankey Royal 
Commission of 1919. and ever since the Labour movement 
has been struggling to get it put into effect. At long last, 
the coal itself is now in process of being transferred to 
public ownership. and in 1941 the Coal Commission is 
due to take over the administration of the entire system of 
coal royalties and mineral leases. This will place in the 
hand~ of the State a powerful weapon for ensuring the 
reorganisation of the industry under private ownership, 
even though the powers of the Commission to enforce 
colliery amalgamations are still unduly circumscribed, 
and the existence of unexpired long leases will complicate 
its task. But what is needed is not the reshaping of the 
coal industry in the hands of its private owners, but its 
reorganisation under a complete system of public owner­
ship and control. If use is made temporarily of the powers 
conferred on the Commission to bring about improved 
organisation under private ownership, that will be only • 
short-term measure pending the enforcement of the full 
Labour plan. 

The Labour proposal1 is in essence that the coal mines 
1 See Cw: ,., I-... PIcI. National Council of Labour, ,d. 
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shall be nationalised, with reasonable compensation 1:0 the 
existing owners, and placed under the control of a British 
Coal Corporation directly appointed by the Government. 
This Corporation would include members chosen as 
representatives of the workers; but all its members would 
become full-time public servants and would renounce any 
office previously held in Trade Unions or business concerns, 
and of course any shaiehoIding interest in any section of 
the coal industry or the trade in coal. The new system 
of public ownership would extend to the marketing and 
export as well as the getting of coal; and these services 
would be entrusted to a separate Coal Marketing Board, 
which would act in -close co-operation with the British 
Coal Corporation. Under the Corporation would be 
Regional Boards fur the various coalfields, constituted on 
a similar basis, and enjoying considerable autonomy 
within the general plans and policies laid down by the 
Corporation as a national body. The Corporation and 
the Marketing Board would, of course, be responsible to 
Parliament through the Minister of Mines, or whatever 
Cabinet Minister might be entrusted with the duty under 
a scheme of Cabinet reorganisation based on a general 
system of economic planning. In such a scheme the Coal 
Corporation would need 1:0 be co-ordinated with the 
similar bodies responsible for the administration of other 
parts of the general plan; and it would naturally be most 
closely related to the bodies responsible fur other fueIs and 
fur gas and electricity. Possibly a co-<>rdinating Com­
mission might be needed fur the combined planning of the 
entire field of Fuel and Power. 

For the moment, however, we had better consider the 
coal industry alone; fur clearly the complete structure of 
a planned economic system cannot be set up at once, and 
the coal problem is too urgent to brook any delay. The 
Corporation, having acquired the whole of the colliery' 
undertakings from the existing owners, would divide 
them into reasonable units for purposes of regional admin­
istration-<ommonly on the basis of a single Regional 
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Board covering an entire coalJield. Problems would arise 
at this stage where coal mines are operated as parts of 
complex undertakings, including works producing iron 
and steel or other industrial commodities. Such mines 
should on no account be excluded from public ownership; 
and all by-product works sho.ua be taken over with the 
collieries and operated as part of the national coal concern. 
But in certain cases, where coal mines are worked in close 
association with other industries, special arrangemet1ts may 
need to be made, as long as those other industries continue 
to be privately owned. It would be possible, if the need 
were shown to exist, to lease a particular mine to a combined 
undertaking on condition that no coal from it was to 
be sold in the market and that all labour conditions applied 
in the publicly operated coal mines were strictly observed. 

Each Regional Board would thus have under its control 
a number of mines varying greatly in size and efficiency, 
and a total productive capacity varying with the size of the 
coalJield. For detailed management smaller units would 
be needed, and the larger Regions at any rate would 
probably be divided up into Districts, each with its own 
machinery of organisation. Pits would be grouped under 
this arrangement, not in accordance with the existing 
divisions under private ownership, but as seemed best in 
the iilterests of efficient· worloing. Often, neighbouring 
collieries would be amalgamated into a single productive 
unit, so as to avoid the waste of barrier coal, introduce 
common use of shafts and gear, make possible joint 
pumping arrangements and safety precautions, and put 
back on to an economic footing small or old collieries 
which could no longer be worked as separate concerns. 

In· each colliety there would be a Pit Council, con­
sisting of representatives of the miners and of the managerial 
staff, for regular consultation about all problems of the 
organisation of work and the promotion of safety in the 
pit; and the aim-would be to give to the miners thtough 
these bodies, as well as through the higher organs of 
administration, a real share in the control of the industry, , 
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as it affects their working lives. Workmen's inspectors 
and checkweigbmen would work in closcly with the Pit 
Councils, and probably a Regional Council drawn from 
these Councils would have important functions in advising 
and co-operating with the administrative Regional Board. 

The coal industry has been changing so rapidly in 
recent years that research has come to occupy a place of 
vital importance in its ·organisation. The sale of cnal in 

. the raw state is diminishing: there is, and will be, more 
and more treatment of the coal and conversion into pro­
cessed fuds and by-products, as well as rapid change in 
actual mining methods. The organisation of research 
must clearly be in the hands of a body working under the 
auspices of the Coal Corporation, which will have to base 
its plans of devdopment on the accumulating stock of 
new knowledge. But research will need to be regional as 
well as national, for each coalfidd has its own special 
problems and opportunities for scientific and technical 
discovery. 

As a basis for planned production the coal industry' 
possesses already, under the system instituted in 1930, 
machinery' for regulating coal prices and output, both 
nationally and in each separate coaliield. This machinery, 
essential as it may have been in order to reduce the preceding 
chaos and to prevent undtrcutting from further beating 
down the wages of the miners, operates under private 
ownership in such a way as to endow the colliery-owners 
with a most undesirable kind of monopoly. But under 
public ownership, with the profit motive out of the way, 
the system of fixing quotas of production and regulating 
prices will be unobjectionable and essential. It will be 
the task of the Coal Corporation, acting on the policy 
approved by Parliament, to decide how much coal of 
various types and qualities is to be produced in each 
coalfidd; while the Regional Boards will have to allocate' 
the allotted quotas among the pits and districts subject to 
their control. This will involve social as well as purdy 
economic problems; for the concentration of output upon 

• 
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the pits which can produce most cheaply might involve 
the closiog down of whole areas which, from the social 
standpoiot, it is greatly preferable to keep io work for the, 
time beiog io order to avoid social dislocation. Moreover, 
it is not sound economy to tear out of the pits at om:e all 
the coal that can be got most easily; at the cost of abandoning 
pits in which coal is still to be, got at a tolerable expense, 
but will probably be lost for ever if the pits are once 
closed down. In dealiog with these problems the • 
Regional Boards and the National Corporation will have 
to strike a balance between short-. and long-run, and 
between narrowly economic and wider social, consider­
ations. 

Price-fixing, under the new conditions, will no longer 
be an exclusive function of the producing agencies. Prices 
will have to be settled between the Coal Corporation and 
the distinct, though related, Coal Marketing Board; and 
any disagreement between these two authorities, as well 
as any complaiot by coal consumers that they are not 
beiog fairly treated, will be a matter for decision by the 
Government, as the body reSponsible to Parliament. 

It is as necessary to reorganise the transport and 
marketing as the production of coal. Although some 
I>riva~ schemes for the pooliog of wagons have been 
iotroduced, these are still the exception; and theze is still 
much waste through the private ownership of wagons by 
the separate colliery concem5. Public ownership of the 
iodustry will be accompanied by a complete pooliog of 
wagons, with considerable economies io transport costs. 
Each coalfield has now, under I>rivate ownership, its own 
coal-marketing scheme; but these schemes are still maioly 
price-fixing arrangements, not involviog any complete 
pooliog of sales staffs and resources. Heze, too, there is 
room for substantial economies under public ownership. 
In the sphere of retail distribution theze is very great waste 
on account of the large number of competing merchants. 
Either municipal or Co-operative coal distribution o/fer$ 
the I>rospect of much better service at a considerably 
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lower cost. There is no reason why the Co-i>perative 
movement, which is already a very laxge distributor, should 
not take over the entire work of distribution in the UIban 
axeas-and in the country, too, where its organisation is 
sufficiently sttong. Where the Co-operative Societies were 
not in a position to take over the service, it could either 
be municipalised or, in country districts, handed over to 
the railways. All these agencies would, of course, act 
under licence from the Coal Marketing Boaxd, which 
would become the sole authorised distributor,with power 
to delegate its duties. 

It is, however,' eleax that no reorganisation of the 
production and distribution of coal will by itself get the 
coal industry altogether out of its difficulties. The fall 
in foreign demand, improved economy in the utilisation 
of fuel, and the substitution of oil for coal have acted 
jointly to limit the coal industry's maxket, with the con­
sequence of widespread and prolonged unemployment, 
above all in South Wales. .& foreign demand for British 
coal is unlikely, despite all the attempts to stimulate it by 
means of trade agreements, to revive to anything approach­
ing the pre-war level, and as the progress of economy in 
the use of coal and the development of oil-driven road 
transport and shipping must be expected to continue, it 
is eleaxly necessary for the prosperity of the industry to 
do everything that can be done to find fresh uses and 
methods of treatment for its product. 

Great importance therefore attaches to the caxeful 
examination of any plans designed to foster the production 
of oil from coal and the substitution of home-produced for 
imported motor spirits and other oils~r at any rate the 
use of such products to supply at least a part of the rapidly 
growing consumption of oil fuel. 

There are two great difficulties in the way of the sub­
stitution of .. oil from coal" for imported petrol. The 
first is that at present the cost of producing oil from coal 
is enormously greater than that of buying pettol abroad. 
Whatever process is used, commercial success is possible 
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under present conditions only because a very heavy duty 
is imposed on the imported product, whereas home­
produced fuel is duty-free. Every gallon of home­
produced oil-fuel therefore involves a loss of revenue to 
the State; and an additional stimulus to home production 
by raising the duty increases the price of all oil-fuel to the 
consumers. In 1938 the Labour Party Committee on Oil 
from Coal estimated that motor-spirit produced by hydro­
genation or by the synthetic process cost from Iold. to 
lId. a gaIlon, as against a cost of 41d. per gallon of im­
ported spirit. It is not so easy to quote comparative costs 
for fuel produced by the various processes of carbonisation, 
because in these cases motor-spirit is only one among a 
number of joint products and has strictly no separable cost. 
But it is clear that these processes would not be carried on 
at all extensively without the protection of a high duty on 
imported petrol. 

The second difficulty-which is also a source of hope 
for the future-is that the technical methods of producing 
oil from coal arc changing very rapidly with new scientific 
discoveries and improvements in plant. This means that 
plant is apt to get out of date very quickly; and, as the 
capital cost is exceedingly high, this fact operates as a 
powerful deterrent to private investment in the develop­
ment of the industry, despite the large preference secured 
by the guarantee to maintain the import duty. It is clear 
that, despite this preference, private enterprise will not do 
much to increase home-production unless it is given in 
addition a guarantee of profit and of the security of the in­
vested capital. But, under these circumstances, it is clearly 
desirable that whatever is done should be done directly 
under public ownership rather than by guaranteeing the 
profits of private concerns. If the home-production of 
oil-fuel is to be developed on a large scale, the State itself 
must undertake the task. 

That it should do this is the proposal made by the 
Labour Party's Committee,I which advocates the building 

I Sce ~I P'-I .. Oi/fro- CMI. Labour Party. ,I. 
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by the State, either by itself or in co-opeIlltion with c0n­

trolled private enterprise. of one new plant for the large­
scale hydrogenation of coaI. of six plants for the synthetic 
process, and of five plants for low-tcmpennm: arbonisa­
tion. The erection of these twelve plants is estimated as 
likely to cost about £I7,6So,ooo, and to produce an annual 
output of nearly lOO million gallons of motor spirit, 
which is only one-thirtieth of the total import of aude and 
refined petroleum. These plants would employ about 
4.7S0 workers cfuectly, and would also find employment 
for nearly 7.<)00 additional miners, after allowing for the 
coal displaced by their output of smokeless fuel. The 
Committee proposes that the big hydrogenation plant should 
be placed somewhere in the Scottish coeJ6cld, that the 
synthetic plants should be located four in South Wales, 
one in Cmnberland, and one in Lanc::asbiIe, and that the 
five carboniSlrion plants should be built two in Lanc::asbiIe, 
one in Cnmberland, one in Scotland, and one in the Durlwn 
coa16cld. ...All the plants would thus make some c0n­

tribution towards the relief of the dcpn:ssed an:as. 
It will be objected to this plan that it involves a very 

heavy subsidy in rdation to the amount of employment 
which it will provide. That is true; and if it Wete to be 
judged acJ.usively on this ground it would undoubtedly 
be condemned But the Committee argues strongly for 
it on the ground that it is essential to carry on experimenlS 
on • large scale with • view to futwe possibilities of 
production at much lower cost as technique improves. 
U The first pair of attificiaJ. silk stockings was prohibitively 
expensive compared with silk stockings: now every girl 
in the country can buy artificial silk stockings. The ex­
perience of the rayon industry is matched by the synthetic 
ammonia and other trades. The coal-oiI industry should 
be given at least • good chance to prove its worth. The 
argument from present costs is not conclusive. » 

There is, of course, the additional consideration that 
in=ascd home-production of oil-fuel would lessen the 
risk of shortage in time of war. This aspect of the question 
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was considered by a committee set up by the Committee of 
Imperial Defence, which reported in 1938 adversely to any 
such large-scale experiment as the Labour Committee 
proposes. The C.I.D. regarded storage of imported petrol 
as a cheaper poliey than home production on a laIge seale; 
and so, under present conditions, it undoubtedly is. It 
did not regard the danger of a failure of imported supplies 
in time of war as great enough to make it indispensable 
to create a large industry for producing oil from coal; but 
it did recominend an increase in the guaranteed preference 
secured through the duty on imports and its assured con­
tiouance until 19,0-

The entire issue at stake is obviously vety technieal; 
and I profess no competence to pronounce upon it. It is 
clear that there are very powerful vested interests opposed 
to the home production of oil from coal.-hat is, the big 
capitalist concerns engaged in importing petrol-end that 
these interests are able to exert a strong politieal pull. On 
the other hand, the rapidity of technieal change makes it 
very difficult to draw up in advance a satisfactory pian of 
development, and the Labour scheme will undoubtedly 
need to be given further expert consideration before being 
carried into effect. If it can be shown that there is some 
real prospect of large-seale experiment bringing about a 
really substantial fall in the costs of producing oil from coal, 
it will be plainly worth while to incur a considerable 
temporary loss in order to open up a new market for coal 
and settle a new industry in some of the most depressed 
coalfield areas-even though the amount of employment 
created would not be very large, at any rate in the earlier 
stages of the scheme. 
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CHAPTER xn 

POWER 

THE coal question does not stand alone: it is part of 
the wider problem of a proper reorganisation of the 

group of industries concerned with the provision of fuel 
and power. We have seen already how closely the 
future demand for coal is bound up with the possibilities 
of economical production of oil from coal; and we have 
now to consider the future organisation of certain other 
services with which the coal industry is also necessarily 
interlinked. In this chapter we shall be dealing mainly 
with electricity; but the future of the gas industry will 
also receive brief consideration. In the next chapter we 
shall be discussing the reorganisation of transport. which 
is also closely bound up with the coal problem because of 
the possibility of a general scheme of railway electrification. 

Two attempts have been made since 1918 to bring the 
electricity supply industry under some sort of co-ordinated 
control. The Electricity Act of 1918 established a body 
of Electricity Commissioners appointed by the Ministry of 
Transport with the duty of promoting and regulating the 
supply of electricity. But this Act was shorn of most of 
its importance by the drastic amendments made in the 
bill under pressure from the capitalist interests concerned. 
The Electricity Commissioners were given very few 
compulsory powers. Joint Electricity Authorities under 
the control of the Commissioners could be set up where 
the undertakings in a particular area agreed to their estab­
lishment; but the power to coerce individual undertakings 
or to compel the competing and overlapping' undertakings 
in any district to enter into a scheme was refused in face of 
the powerful opposition of the vested interests. whi91 
were strongly entrenched in the House of Lords. The 
Commissioners were allowed to take over the powers 
previously vested in the Government under the varioUs 
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Electric Lighting Acts, and to acquire certain additional 
powers of a very limited character to regulate the prices 
charged for current; and their consent' had to be obtained 
for erecting any new power stations or for extending or 
adding to existing stations. This authority, however, was 
quite inadequate to bring about any effective co-ordination. 
The Commissioners were impotent to close down in­
efficient stations, to provide for the interconnection of 
systems so as to give improved service, or to handle 
effectively the problem of excessive charges due either to 
monopoly or to inefficiency of organisation or plant. 

It soon became so evident that the chaotic state of the 
industry was both preventing the increased use of electric 
power and burdening the consumers with unnecessarily 
high charges that further action had to be taken; and in 
19z6, after the Weir Committee had reported, a further 
Act became law. Under this Act the Central Electricity 
Board was set up side by side with the existing body of 
Electricity Commissioners, whose duties were radically 
altered. The Commissioners were henceforth to perform 
a dual function. In the first place they were to draw up a 
comprehensive scheme-or rather a series of co-ordinated 
regional schemes-for the reorganisation of the entire 
service of generation throughout the country; and in 
the second place they were to continue to exercise on an 
extended scale their regulative and quasi-judicial powers of 
controlling charges, examining complaints, and settling 
disputes arising in the administration of the new system. 
The Electricity Commissioners, in effect, are a technical and 
judicial body. They have no administrative functions, 
and carry on no services of their own. 

The Central Electricity Board, on the other hand, is a 
trading and administrative body. It has the responsibility 
for administering the schemes drawn up by the Commis­
sioners, which together constitute the Electricity Grid. 
All electric current generated for sale to the public passes 
tJ:.1rough the hands of the Board: only private generating 
stations arc outside the Grid scheme. But it should be 
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obsc:rved that private &tation&, owned mainly by large 
industrial establishments, milway companies, and so on, 
account for a considerable fraction of the total production 
of clCctricity even to-day. 

The Conservative Government which passed the Act of 
19z6 was forced to realise the necessity of co-ordinating 
the electricity industry under some form of public control; 
but, favouring private enterprise and hostile to all forms of 
Socialism, it was determined to keep down public action 
to the barest minimum that could be reconciled with the 
need for bringing the efficiency of the service up to a tolerable 
standard. With this end in view the Weir Committee 
devised a curious expedient. It proposed to nationalise 
neither the generation of electricity nor its distribution to 
the consumers, but only the intermediate stage of whole­
saling and main-line transmission. The Grid-that is 
to say, the new system of main-line cables interconnecting 
the generating stations over the country as a whole and 
linking them up to the secondary transmission 1incs for 
retail distribution-had to be made public property. for 
it was necessary to construct it under unified ownership and 
with capital raised under the authority of the State. But 
it was not regarded as necessary to nationa1ise either the 
generating stations which were to supply the Grid or the 
distributing stations which it in turn was to supply. It 
was accordingly laid down that all generating stations 
should sell to the Central Electricity Board the whole of 
their marketable supplies, and that the Board in turn should 
resell these supplies to the various distriburing agencies­
the prices paid and received by the Board being subject to 
a complicated system of control operated under the 
authority of the Electricity Commissioners, with a final 
appeal in some cases to the Board of Trade. 

It was, however, impossible to leave generation of 
electricity in the chaotic condition in which the Weir. 
Committee found it in 19L4-I. There were then at 
work PlRDY generating stations which were obviously 
inefficient and in need of complete reconstruction if they 

lie 
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were to be brought ut> to modem standards. But it was 
also obvious that, in order to secure real efficiency io 
generation, the toral number of stations ought to be 
greatly reduced, so as to concentrate production of elec­
tricity io larger and more economic units. Accordingly, 
the Electricity Commissioners were empowered, in drawing 
ut> their regional schemes of reorganisation, to provide for 
the complete closing down of generating stations and for 
the concentration of the entire output upon a limited 
number of .. selected stations," including a number which 
were to continue to operate tempomrily but were to be 
closed down as the new or reconstructed stations to be 
built under the scheme came fully into operation. Actually 
generation was to be concentrated in ,8 selected stations, 
iocluding I, which were to be newly built, whereas 43% 
existing stations were to be closed down as far as generation 
was concerned, although in most cases they were to continue 
as distributing stations, supplied by the Grid. 

'Ibis comprehensive scheme of reorganisation involved 
the interconnection of the selected stations on an ioter­
regional basis by means of the Grid; and with it went a 
plan for the standardisation of frequencies and equipment, 
to be carried out gradually over a period of years. But 
although the number of generating stations was very 
greatly reduced, nothing was done to bring those which 
survived under any sort of uni£ed ownership. Some of 
them, which had belonged previously to municipalities, 
remained in municipal ownership under the new scheme, 
though they were now supplying an area extending far 
beyond the municipal boundaries. Others remained io the 
ownership of power companies, among which a process 
of consolidation and trustification rapidly set in. These 
great private power concerns began, io fact, to absorb 
as fast as they could the smaller, privately-owned electricity 
companies, including those whose generating stations 
were being put out of business by the Grid. They set to 
work, wherever they could, to encircle the municipally­
owned electricity concerns, with a view to building up 
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monopolies in the Iield of distribution as well as of genera­
tion over the widest possible area. 

The new anangements led to a curious state of affairs. 
Where a station was both selected for purposes of generation 
and engaged in the distribution of electricity to the public, 
it had, after the advent of the Grid, to sell to the Central 
Electricity Board all the current generated by it, and then 
purchase it back from the Board to supply its own customers 
-in each case at a controlled price. At the same time the 
station would normally sell to the Board more than it 
bought back, because the number of generating stations 
was very much smaller than the number retained for 
purposes of distribution. There was, in fact, no attempt 
under the Act of 1916 to rationalise the process of distribut­
ing electricity, as distinct from the process of generating 
it. The number of separate distributing stations remained 
very large and completely chaotic in respect of the areas 
covered. In particular, most of the stations had been 
built by municipalities or private concerns for purposes of 
urban supply, and there was nothing in the new arrange­
ments that was calculated either to tidy up the areas of 
distribution or to extend the supply of electricity into the 
country districts, which needed it urgently for purposes of 
development. Naturally, concerns operated for profit 
preferred to supply current where consumers lived close 
together and could therefore be supplied at relatively Iow 
cost; and few of them were prepared to undertake the 
costly process of making supplies available to the more 
thin! y populated areas, except at prices prohibitive to the 
great majority of consumers. The task of electrifying the 
countryside was plainly one that would have to be under­
taken, if at all, by public enterprise, because it demanded 
a readiness to sink large amounts of capital in the expectation 
of a rerum which could only come in gradually as the demand 
increased. As for the municipal stations, they too were 
unfitted for developing ruraI electrification schemes because 
their primary duty was to the urban ratepayers. 

The two great needs that remain to be met after the 
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construction of the Grid, are, litst, the extension of public 
ownership over the whole field of production and distri­
bution of electric current, :and secondly, the extension of 
supply, at reasonable prices, to the rural areas. These are 
the two :aspects of the problem to which the Labour Party's 
propos:als for immediate reorganisation are primarily 
directed. 

Under the Labour scheme, the Centr:al Electricity 
Board will be reconstituted as a Nation:al Electricity 
Board, :and to it will be transferred the complete responsi­
bility for both generation :and distribution of electricity for 
s:ale, and :also for the supply of power to the railways 
:and to other transport undertakings. The Board will be 
farther empowered, subject to the consent of the Minister 
of Transport, to take over any privately owned generating 
plant which it may be found desirable to incorporate in 
the nation:al system. The reason for this latter provision 
is that the possibility of cheapening electricity to the 
utmost depends on concentrating production under a unified 
plan. It may, for example, be impossible to supply cheap 
electricity in certain areas if the bulk demand is supplied 
by a. private station not available for uSe by the general 
body of consumers. One very strong argument in favour 
of a c;omprehensive scheme of railway electrification is that 
it would greatly simplify the problem of supplying cheap 
electric current throughout the rural areas. 

The proposed Nation:al Electricity Board would be, 
like the C.B.B., a. public corporation, immune from day-to­
day Treasury control, but responsible to Parliament for 
its doings through the Minister of Transport or such 
Cabinet Minister as might be put in charge of it under :11 

scheme of Cabinet reorganisation. The. Board would 
consist of full-time public servants, chosen for their compe­
tence and not acting as the representatives of any par­
ticular interest, though the workers in the industry would 
be consulted and the Board would include a number of 
members chosen .s If representing" them, in the sense of 
being drawn from their ranks. The members would, 
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however, like the me~ers of the proposed Coal Commis­
sion, be called upon to resign on appointment from office 
in their Trade Unions or any other bodies connected with 
the industry, in which they would not be allowed to retain 
any personal interest. For elIlIIIlple, no member would 
be allowed to be connected with any business manufacturing 
electrical machinery or -equipment. 

This Baard would be regularly advised by a National 
Consultative Committee on which would sit representatives 
of the workers in the industry, the local authorities, and 
the main groups of users of electric current; and this 
Committee or any of the bodies represented on it would 
have a right to cury complaints against the Baud's adminis­
tration to the appropriate government deputment. 

With the complete transfer of the generating and 
distributing stations to public ownership, the need for 
retaining the Electricity Commissioners as .. sepa%ate body 
would disappear. Their technical functions would be 
taken over by the Baud itself, and the control of the prices 
chaIged for current would pass to the Government, acting 
through such machinery as might be set up to co-ordinate 
price and supply policy as between electricity, gas, coal and 
other kinds of fuel-a Central Fuel and Power Commission, 
which would be responsible for co-ordinated planning over 
the whole field. If this body were not brought into being 
at once, the control of prices and the co-ordination of policy 
between the various fuel and power services would rest 
for the time being with the Government itself. 

The acquisition of the existing undertakings would 
involve compensation to the owners. In the case of 
company undertakings, the principles of compensation 
would be the same as in other industries, and can best be 
discussed later in relation to the general problem of public 
acquisition of capitalist concerns. But a large put of the 
electricity industry is already owned publicly by municipal 
councils, and in their case special problems arise. The 
question is whether the taking over by • national public 
body of property at present owned by local public bodies 
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should or should not be regarded as giving rise to the same 
claims to compensation as must be recognised in the case 
of privately owned property under any scheme of gradual 
transition to a Socialist system. 

The Labour Party has answered this question in the 
negtttive. It does not propose to compensate local 
authorities in accordance with the commercial value of their 
properties taken over by the Board, but only to assume on 
behalf of the Board the responsibility for interest and 
sinking fund in respect of outstanding municipal debts. The 
local authorities would thus be free of any future payments 
on account of capital borrowed for the purpose of develop­
ing their electrical undertakings; but where a substantial 
part of the capital chuge had already been redeemed the 
Board would get the benefit of acquiring the undertakings 
at less than their current capital value. 

This may seem to discriminate unfairly between 
municipal and company undertakings. Local authorities 
are compelled to write off their capital by means of sinking 
funds, whereas companies are under no corresponding 
obligation. In many cases the Board would doubdess 
find itself paying a much larger price to private capitalists 
than to a municipal council for undertakings of equal 
capital value and earning capacity. But as the transfer 
from municipal to national ownership is only a change, for 
reasons of efficiency, from one form of public ownership 
to another, and not a change of principle, the Labour 
Party has concluded that there is no case for compensating 
municipalities for the loss of ownership, beyond what is 
necessary to relieve them of outstanding burdens on 
account of borrowed capital. 

That the change from municipal to national ownership 
is necessary is plain enough. Municipal generating stations 
under the present scheme are supplying current over areas 
which take no account of municipal. boundaries; and the 
municipal areas are also entirely unsuitable for purposes 
of rationalised distribution. The whole problem can be 
tackled efficiendy. for distribution as well as for generation, 
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only on a regional basis, with national co-ordination of 
the various regional schemes. The existence of the Grid 
is itself a recognition of that necessity; but the Grid cannot 
work with full efficiency until distribution has been brought 
under a rationalised plan. 

This applies especially to the need fur electrical develop­
ment in the rural areas. The possibilities both of urban 
and industrial decentralisation and of making the villages 
better places to live in and improving agricultural technique 
depend very greatly on extending the advantages of cheap 
electricity throughout the countryside. The cost of dis­
tribution is bound to be higher in sparsely populated 
areas than in towns; but it can .be greatly reduced if the 
problem is tackled nationally_bove all, if a plan of 
railway electrification is carried through, fur this would 
involve the carrying of electric current into most rural 
areas, and would make it relatively easy to take supplies for 
other purposes from the main lines built to meet the 
needs of the railways. 

In town and country alike the aim of the National 
Board will be to bring down the price of electricity to the 
lowest possible point fur both domestic and industrial 
uses. The economy and amenity of the all-electric house 
have already been clearly demonstrated by some of the more 
.dvanced municipalities. In industry the use of electricity 
brings with it new possibilities of decentra1isation and of 
the successful operation of small enterprises; and it also 
promises immense relief from the economic losses and 
social disadvantages of smoky factories. If electricity 
can be made cheap, the smoke nuisance can be greatly 
abated, in both industrial and residential areas-fur the 
domestic hearth as well as the factory chimney is a potent 
destroyer of wealth and welfare. 

All this, of course, raises the important question.of 
the future relationship between gas and electricity for 
both industrial and domestic use. ~1ans have often been 
put furward for a "gas grid," on the same lines as the 
electricity grid, to provide a nationally co-ordinated gas 
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supply and to supersede the existing chaos of public and 
private gas suppliers, large and small. It is not suggested 
that electricity is likely, at any rate for a long time to 
come, to replace gas as a fuel. Indeed, that where, as in 
the Sheffield area, large supplies of producer-gas are 
available, there may be a big extension of deman~ for gas~ 
has lx:en shown by the development of the pioneer "gas 
grid" in the South Yorkshire district. Again, some areas 
ill-placed for cheap electric supl:'ly may find gas a cheaper 
fuel than electricity for a long time to come. 

But it is impossible to find a satisfactory answer to 
the question of the right economic and social relationship 
between gas and electricity until the whole matter has been 
made the subject of proper i",jJtlrlittl study. So far most. 
of the attempts to answer the question have been made 
either by persons with a special interest in gas or electricity 
concerns, or by enthusiasts for the one as against the 
other. It will be an important part of the Labour Party's 
task in bringing about a satisfactory co-ordination of the 
fuel and power services to subject this problem to intpartial 
considerat!0n, and to act upon the considerations reached 
without being swayed by the cIaims of the vested interests 
on either side.1 

A. sufficient supply of pure water is an indispensable 
need of good and healthy living. Yet, despite the repeated 
recommendations of official committees over more than 
half a century, the water supply of Great Britain remains 
in a condition of chaos. There are about two thousand 
separate water undertakings exercising statutory powers. 
but between them they do not cover anything like the 
whole country. In the rural areas, many villages are still 
without any piped supply, and even when such supplies 
exist they often serve only a small proportion of the 
inhabited dwellings. Moreover, supplies are often in­
adequate-very seriously so in years of drought. This 

1 FO!' Labour pIaaa for dectrldty, ... T", a-,-u- of "" BINIrin'7 
S.pply J"""try. labour Party, .d. 

Sce oJao r", S.,;.o,_,;", _I'''' BJ.nrU./ S.pply J"""try. By G. H. 
F.biaa. Society. , •. 6d.. 
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applies even' in towns. In Scotland 60 burghs out of 
19! reported shortage in 19H. Villages depending on 
wells and springs suffer much more seriously; and the 
deficiency is serious for agriculture as well as for the house­
holder. Every committee that studies the problem agrees 
that regional ought everywhere to be substituted fOl: local 
administration and control; but in only about half a dozen 
areas has anything been done towards dealing with the 
service on a regional basi~. The West Riding of Yorkshire, 
where the largest experiment in co-ordination has been 
made, has a regional water committee representing no less 
than I¥ separate water authorities. 

The Labour Party proposes to tackle the problem o( 
water supply on a comprehensive national basis.1 It 
intends to set up • National Water Commission (recom­
mended as long ago as 1910 by the Water Power Resources 
Committee of the Board of Trade). The Commission's 
lirst duty would be to make a thorough survey of the 
available supplies; and thereafter it would become a general 
supervising and controlling authority with power to set 
on foot and to authorise regional schemes.. Under its 
auspices, all the existing undertakings would be grouped 
into regional units, under public ownership. In each 
region there would be a Regional Water Board appointed 
by the Minister of Health, and including representatives 
of the workers and of the local authorities within its area 
of operation. The Labour Party favours a regional scheme 
in preference to a national .. water grid" administered on a 
national basis, on grounds both of economy and of con­
venience in administration. But it holds that in order to 
secure the requisite unification in each region it is necessary 
to create a national supervising authority armed with 
extensive compulsory powers. 

It will be the duty of the proposed Regional Wa~er 
Boards to make provision for adequate piped supplies not 
only in the towns but also in the rural areas; and it is 
recognised that, for the rural areas at any rate, there 

1 Sce w_soppg:IIJtLMMrPoIky. Labow:Party.ul. 
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will have to be financial assistance from' national funds. 
Nor will it be enough to provide for making supply 
universal at the existing standards of consumption. As 
new houses are built, with baths and water-closets and 
better facilities for the use of 'Water, demand rises very 
rapidly. The Ministry of Health has estimated that 
whereas an old-fashioned cottage household, with water 
laid on but without a bathroom or a hot-water supply, 
used on the average seven gallons per head per day, a 
modem cottage equipped with these amenities uses 
about ££teen gallons. As housing standards and living 
standards generaIIy are further improved, demand will 
certainly continue to rise sharply, and many areas in 
which the facilities are at present apparently adequate 

. will be compelled to seek additional supplies. Unless 
the problem is dealt with systematically on a regional 
basis, there will be an unseemly scramble for water. 
The richer urban areas will monopolise the more favour 
able sources of supply, and the claims of the rural areas 
will be again ignored and their prospects worsened by 
the development of purely urban schemes. 

Nor can water supply be neglected as a factor in­
lIuencing the location of industry. Abundant and cheap 
water msy be a very powerful inducement to a firm 
which is considering alternative sites for the develop­
ment of a manufacturing process. In South Wales, for 
example, the possibility of locating new industries at 
the upper end of the now almost derelict mining valleys 
depends very greatly on the adequacy and cost of the supply 
of water. For this reason the problem has to be con­
sidered in relation not only to the amenity and health 
of life in town and country, but also to the planning of 
economic development. The proposed National Water 
Commission will need to be linked up on the one hand 
with the authorities responsible for housing and town 
and regional planning, and on the other with the national 
bodies responsible for working out the general plan of 
economic development. On account of this industrial 



TRANSPORT 

aspect of the problem, water supply finds its place appro­
priately in this chapter, which deals mainly with the 
supply of power. For water, even where it is not used, 
as it will be in some areas, as a source of electric power, 
is an industrial material as well as a household need, and 
has the same dual relationship to national planning as 
electricity or gas. 

CHAPTER xm 

TRANSPORT 

THE history of the modem world could be written 
largely in terms of the growth of the means of trans­

port. Until the canal age, a large part of Great Britain 
was bound to remain sparsely populated, because it was 
near J y impossible to develop industrial production except 
in close proximity to the sea or to navigable rivers. Canals 
opened up the centre of England, so that Birmingham 
became the .. canal metropolis": they made possible in 
bnth England and Scotland the cheap movement of goods 
from the western to the eastern side of the country, and 
thus brought the produce of America much nearer to the 
markets of Europe; they brought about a large-scale re­
distribution of population into the districts which they 
opened up. But because of the nature of the country 
canals could hardly be built at all in the area of England 
lying north of Manchester, Bradford and Hull; and it 
was in this billy country that deVelopments, except near 
the coast, had to await the advent of the railways. which· 
also opened up South Wales and before long replaced the 
canals over the whole country as the main agencies for the 
carriage of goods. Over the same period the railways 
displaced the roads as the means of long-distance passenger . 
transport. The coaching age ended; and, as the railways 
were gradually amalgamated into main-line systems, move-
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ment over wide areas became much easier for men as well 
as goods.' 

Transport by sea went through revolutions no less 
extraordinary. Sailing vessels ~e larger and, accord­
ingly, more concentrated upon the bigger ports. Presently 
sail began to give place to steam, and ~ber to be super­
seded as a material, firSt by iron and then by sted. Later 
still ame special types of vessds-refrigerator ships, oil 
tankers, and so on-for the carrying of particular kinds of 
goods. Almost in our own day, the oil-burning ship has 
begun to displace the coal-burning steamship, and the 
Dicsd-engincd vcssd has begun to gain ground upon the 
steamer. Modem intemational commerce grew up stage 
by stage with the devdopment of quicker, more certain. 

. and more efficient means for the transport of goods by 
water. 

The coming of the petrol engine has caused a much 
greater revolution in land than in sea transport. In our 
own generation, land transport has been moving back at 
an extraordinary rate to the roads---«t first mainly for 
passengers, but now to an increasing extent even for 
heavy goods over rdativdy long distances. The motor­
bus is ,not only superseding the tram, but opening up to 
the villager easier access to the town, and taking &om the 
railways an increasing amount of passenger transport, 
especially over the shorter distances. This new transport 
revolution is raising great difficulties for the railways, 
because the road transport agencies often take &om them 
the more remunerttive traffic, leaving them with the bulky 
goods, such as coal, which have been carried cheaply in 
the past. Hence the railways companies' demand for a 
." square deal," and the many questions which have arisen 
in recent years concerning the right <dation between road 
and rail, the statutory obligations to be imposed upon 
them, and their appropriate shares in the burdens of 
taxation. 

If in the past-ever since the industrial Revolution 
began-the distribution of industry and population within 
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Grellt Britllin, as well as the char&ctet of the made thAt 
has been carried on with other countries, has depended on 
the development of the me&nS of transport, it is cleu thAt 
Ilny attempt to repJ..n the countty, from the stAndpoint of 
the location of industty Ilnd the movement of popula.tion 
as between region Ilnd region, ot between town, suburb And 
country, must be dependent on Il right Ildjustment of the 
facilities for the tranSport of men Ilnd goods. But as 
mAtters stAnd the development of the me&nS of ttIlnSport 
is chaotic, Ilnd &!most entirely unco-ordinated between 
one service Ilnd Ilnother. The nilways indeed have been 
amalgamAted since '921 into four m&in-line groups,. so AI 

to eliminate a good de&! of the competitive waste And bck 
of unified development which existed before the war. 
But there is no ntional basis for the four groups, which 
still overbp to a considenble extent; Ilnd a good de&! 
of waste rem&ins even to-da y. Moreover, in the nature 
of the case the nilway companies &re intensely hostile 
to the growth of riVlli mellns of trllnSport. A long while 
ago they succeeded to Il large extent in disabling the 
canals by buying up smategic links in the C&n&l system, 
Ilnd thus putting themselves in a position to obstruct Ilny 
comprehensive reorganisation, And even to make certain 
puts of the system unusable. It has been impossible for 
the nilways to put similu difficulties in the way of road 
transport; but since they won their battle for puliamentuy 
powers to develop their own road services, they have 
brought an increasing put of the passenger services by 
motor-bus under their control, Ilnd havo.used their power 
to guide developments &long lines which will limit road 
trllnSport competition. In mAny puts of the countty 
to-day, the nilway companies, as put owners of the. 
motor-bus services, have established a pnctical monopoly 
-facilitated by the licensing provisions of the Tr&nSport 
Act of '9,0. In the carriage of goods this has not been 
possible, both because of the very large number of inde­
pendent road transport undertakings and because the 
attempt to exact monopoly prices would induce more 



J,O TRANSPORT 

blisinesses to set up their own ttansport· depArtments. and 
. thus take away tJaffic from railway companies and road 
transport contractors alike. 

The Labour PartY stands for the view that all forms 
. of intemaI transport. including inland waterways and 
coastwise shipping as well as road and rail and ail transport. 
ought to be co-ordinated and their development treated 
as a single problem. It believes that this cannot be done 
unless there is created a unifying public authority with 
effective control over all these services. and unless. further. 
the main transport agencies are brought as speedily as 
possible under public ownership and administration. 

Accordingly. the Labour PartY proposes to set up a 
National Transport Board •• similar in its composition and 
authority to the Boards proposed for coal. electricity and 
other services. but with a much wider reference. To this 
Board would be at once transferred the railways. which 
would become public property, and certain other forms 
of long-distance transport. In addition, the Minister of 
Transport would be given power to transfer other trans­
port undertakings of any kind to the Board whenever such I 
transfer seemed practicable and expedient. Long-distance 
road transport and commercial air transport would probably 
be handed over at once to the Board; and schemes would 
be worked out as speedily as possible for the subsequent 
transfer of canals and canal services. coastwise shipping. 
some at any rate of the ports. and perhaps local passenger 
transport services ·in areas where c<H>rdinated development 
is needed over districts much too large to be controlled 
by a single local authority. 

Clearly all these services. or even several of them, 
could not be actually administered by a single body. There 
would have to be separate administrations for the railways. 
the canals, the ports, passenger and goods services by 
road. coastwise shipping, and air services. The National 
Transport Board. which would itself be subject to the 
Minister of Transport in matters of policy, but independent 
in day-to-day affairs, would thus have under it a number 
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of separate 'Boards for particular transport services, and 
its main task would be to ensure that the separate adminis­
trations worked in accordance with a common policy which 
it would prescribe. In certain cases, existing bodies such. 
as the London Passenger Transport Board, the Port of 
London Authority, and the semi-public corporation set 
up in 1938 to reorganise air transport, would become 
administrative agencies of the National Transport Board; 
while in others new agencies would bave to be set up­
a National Railway Board to administer the publicly owned 
railways, a Canal .Board, a Coastwise Shipping Board, 
and a series of boards for the various sections of road 
transport. 

It is not suggested that this comprehensive reorgan­
isation could be carried through all at once •. ;The first 
step would be to establish the National Transport Board 
with a wide enough authority to enable it to control all 
internal transport services, whether or not they were to 
be brought immediately under public ownership. The 
railways would probably be nationalised in the same Act 
of Parliament as created the National Transport Board; 
and it is proposed that this Act should also confer powers 
to take over other forms of transport without the need for 
further elaborate legislation. The Act would therefore 
lay down general principles of compensation, to be applied 
to all types of undertakings, and would confer the power 
to set· up new regulative and administrative agencies as 
they might be needed. 

All transport services not taken over would become 
subject to a licensing system, and the Board would tUe 
over the licensing powers laid down, for example, in the 
Transport Acts of 1930 and subsequent years. It would 
need additional powers to enable it to attach conditions to 
licences and to enforce co-operation and amalgamation 
upon existing undertakings in order to promote a co­
ordinated service. All its measures of policy would of 
course be subject to Government responsibility and 6nal 
parliamentary control; but it would be left free from daJ~ 
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to-day interference in its working out of such policies as 
might have been approved in principle. 

How many services the National Transport Board 
would need to take over in the end there is no necessity 
to lay down at present. In the l:aSe of the railways the 
desirability of national ownership and wiliication under a 
single public controlling authority is perfectly clear; and 
it is no less clear that air services, because they cannot be 
developed adequately without public fund. and also because 
their developl!lCDt involves vital questions of public policy, 
ought to be completely wiliied under responsible public 
control. In other cases the need may be less urgent, or 
the best form of organisation less clear. For example, 
though it is plainly necessary to create a National Port 
Authority to co-ordinate port charges and administration 
and to take over directly the management and development 
of many of the smaller ports, it may be preferable to leave 
the big ports under separate bodies, such as the Port of 
London Authority and the Mersey Docks and Harbour 
Board, wherever these bodies can be reconstituted on a 
satisfactory basis, and brought within the general control 
of the National Port Authority and, through it, of the 
National Transport Board. Again, in the case of local 
bus and tramway services, it may be desirable to proceed 
rather by way of the amalgamation of local services into 
regional groups, as was· done in the London Passenger 
Transport Act of 19H, rather than to set up a national 
administrative body. But in this case, too, there ought in 
any event to be a national authority with some co-ordin­
aring power, in order to secure efficient administration, 
reasonable facilities and charges, and the intercoMection 
of services wherever this appears to be required. 

Coastwise shipping, which is capable of considerable 
development, is almost certainly a case for full public 
ownership and unified public administration at an early 
stage. It is of special importance in Scodand, where 
it could be made the means of gready improved transport 
conditions in the Highlands and islands; but it could be 
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revived in England as well, in connection with a public 
plan for the improvement of the smaller ports, of which 
many are now in a condition of increasing decay. 

As for the canals, it is clear that almost nothing can 
be done without unified ownership and control, including 
control of those now owned by the railway companies. 
An early task of the National TWlSport Board would be 
to set on foot a complete investigation into the conditions 
and possibilities of the canal system, with a view to the 
expenditure of as much capital as might seem to be worth 
while in reconstructing it for the through transport of 
heavy goods not demanding speedy delivery. The canals 
will never play' in Great Britain the part they are able 
to play in large, fiat, less densely populated countties. 
But they may well have a not insignificant place in the 
tWlSport system of the future. It is high time for them 
to be given a fair chance. 

The most difficult of all the problems facing the 
National Transport Board will be that of road services­
especially goods services. It is clear that there is an 
overwhelmingly strong case for developing much further 
the system of national roads, built and maintained out 
of national funds. This system, begun under the present 
Government, will be rapidly extended when Labour comes 
to power. That part of the problem is simple enQugh: 
the difficult part is the organisation of road vehicles en­
gaged in. the transport of passengers or goods. The 
long-distance passenger services run by the motor-coach . 
companies and the regional motor-bus services which 
now cover most of the countty (as distinct from the purely 
urban ttam, trolley-bus, and omnibus services run by 
municipalities or purely local companies) can indeed be 
fairly easily brought under public ownership, for amalgama­
tion among the proprietors has already gone a lOng way. 
Indeed, in acquiring the railways, the State will be taking 
over a con~derable share in the ownership of road passenger 
transport services through the controlling interest already 
h~d by the railway companies in many of these concerns. 
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Probably the best course will be to constitute at once 
a National Passenger ·Transport Board, to work under 
the National Transport Boud, and to take over immediately 
the railways' interests, together with the power of licensing 
and regulating all road passenger services. The National 
Transport Boud, actiog on the advice of this body, will 
then be able at any time to atrange for the complete taking 
over of any undertaking; and it will be possible for the 
Passenger Boud to administer directly the long-distance 
services and to' create regional bouds under itself to 
manage the motor-bus routes and other services opemting 
within each region. It will also be possible to continue 
to authorise small undertakings, such as village services 
and carrier services dealing with both passengers and goods 
in a small way, to continue to opemte under licence from 
the Boatd wherever they serve a local need. 

Goods tmnsport by road presents much more com­
plicated· problems. In addition to a small number of 
latge road transport contnictors, whose business. could 
be easily taken over, there ar:e a host of small opemtors. 
some serving regulu routes and others picking up con­
tracts where they can. There is, in addition, the question 
of the large number of firms which own their own road 
vehicles or have established subsidiary road tmnsport 
undertakings. ,. 

At the most, only the luge contmctors could be taken 
. over at the beginning, the smaller firms being. left to 
operate under a licensing system, and industrial and q>m­
mercial firms being left free, subject to the observance 
of proper conditions, to develop their own road services 
if they so desired. But in any case the National Transport 
Boatd would need immediately to set up a National Goods 
Transport Board on the same lines as the Passenger Board, 
with full power not only to regulate services remaining in 
private hands, but also to administer such services as 
might from time to time be placed under it by,the Minister 
of Transport on the advice of the National Transport 
Board. Both the Goods Board and the Passenger Bopd 
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would, of course, have to work in closcly with the adminis­
tration of the nationalised railway setvice, so as to develop 
facilities on complementary rather than competitive lines. 

The mere establislunent of -regulative IDacbinery does 
not, of course, solve the problems presented by the present 
conflict between road and rail. It is a matter of real 
doubt which system of transport is the better 'over quite 
a wide' field where they are now in hot competition. The 
correct lines of demarcation, dependent. as they are on 
changing conditions of relative cost, cannot be foreseen. 
But it is clearly undesirable to leave the battle to be fought 
out by the ordinary methods of competition. If road 
agencies are allQwed to take all the traffic they can from the 
railways, the ,consequence must he greatly to increase the 
cost of rail ttansport for those goods and passengers whose 
ttansport cannot be economically transferred. Moreover, 
no Government could face the social consequences of the 
bankruptcy of the railway companies, with thili vast 
invested capital and their hundreds of thousands of em­
ployees. The railways cannot be written off as obsolete. 
They are indispensable for many kinds of traffic; and a 
small reduction in the cost of ttansporting certain goods 
would be dearly bought if it involved both much dcarcr 
ttansport of others and the progressive dislocation of the 
railway system: . 

The solution of this problem cannot he thought out 
completely in, advance. It will have to be worked out 
experimentally; and it is of the greatest importance that 
it should be worked out with the national interest. rather 
than the profit of this or that concern. as the dominant 
and deciding consideration. For this, public ownership 
of the railways and a large measure of public ownership 
of road transport, with effective public control over the 
remainder, are indispensable. • 

It may be argued in some quarters that, in order to 
achieve a full co-ordination of all internal transport. it 
would be best to give the National Transport Board direct 
administrative control over all the services concemccL 
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instead of setting up a distinct administrative body for 
each service. But this simply would not work: it would 
make the Board too top-heavy for efficient management to 
be possible, however competent the individuals composing 
it might be. Each section of transport has its own 
technical and administrative problems, demanding full­
time expert attention. It is very important that the 
National TIlUlSport Board shall be given adequate powers 
to ensure the c<H>rdinated development of all the rdated 
services; but it would be a fatal mistake to entrust it 
with the direct administration of anyone of them. For 
it could not possibly administer them all with efficiency; 
and if it administered some but not others it would in­
evitably regard differently the two groups, and fail in 
its task of impartial C<H>rdination over the whole field. 

Internal transport needs C<H>rdinating not only with 
itsdf, !>ut also with other services dealing with housing, 
town and region planning. and the location of industry. 
It is a -key service for all these. But this wider problem 
of concerted planning had better be left for discussion in 
a later chapter, when we have finished our survey of each 
particular part of the field. 

I~ remains in this chapter only to consider bridly 
the problem of the mercantile marine-the service of 
ocean-going transport; as distinct from coast-wise shipping. 
which has been discussed already. 

The shipping industry is already in re~pt of con­
siderable subsidies from the State. It is a key industry, 
because freight charges are of crucial importance as 
affecting both the prices of British imports of foodstuffs 
and raw materials and the prices at which British exports 
can be sold in foreign markets. It is, moreover, a highly 
competitive industry, however closdy British shipowners 
may be combined; for there is keen rivalry between the 
mercantile marines of the various nations to secure as 
much as they can of the world's carrying ltade. Most 
countries, in one way or another, subsidise their shipping 
industries to a suhstantial atent; and British owners are 
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always crying out for State help in order to make them 
better able to stand up to subsidised foreign competition. 

It has also. to be bome in mind that, above all for 
Great Britain, shipping is the most vital of all industries 
in time of war. This country would be faced with starva­
tion and collapse unless enough vessels were available to 
bring in foodstuffs and raw materials regularly and in 
large amounts. No development of home production 
could do away with this necessity; and no policy of storing 
foodstuffs and materials could do more' than reduce the 
amount of shipping required. The Govemment is already 
giving practical recognition to' this need by meeting the 
cost of keeping in condition vessels which owners might 
otherwise scrap as redundant, as well as by granting 
subsidies in aid of new building. During the Great War, 
the submarine campaign brought Great Britain very near 
to serious food shortage; and the rationing of shipping 
space was among the most essential of the ~imc 
re controls." . 

These conditions seem to mark out the s!Upping 
industry as highly suitable for early socialisation, at any 
rate to the extent of the State taking over all lines providing 
regular services for either passengers or goods. Ownership 
in the liner section of the industry is already concentrated 
in the hands of a quite small number of great concerns, 
which it would be relatively simple to transfer to public 
ownership. Tramp shipping presents greater difficulties. 
on account of the large number of separate owners; and in 
this section it might be best for the State, over and above 
the power of requisitioning tonnage in time of war, merely 
to take authority to acquire compulsorily such vessels as 
it might desire to incorporate in the publicly administered 
merchant service, leaving the rest to be operated under 
licence by their existing owners, subject to the observan~ 
of approved conditions conceming their use, and concerning 
the terms of employment, manning, and accommodation of • crews. 

If the maior part of the mercantile marine were taken 
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over in this way, the State would need to administer it 
through some sort of National Maritime Board, con­
stituted similarly to the boards proposed for other industries 
and services. This body would have to work in close 
connection with the agencies which would be set up for 
the control or administration of import and export trade­
the Commodity Boards for various types of agricultural 
produce, and the Marketing Boards proposed for the 
better organisation of the principal branches of export 
trade. 

It may ~ objected that shipping is a highly speculative 
industry, of which the returns vary very greatly between 
periods of good and bad trade. But this, so far from 
being a reason against public ownership, is a strong 
argument for it; for the State is much better able than 
private concerns can be both to budget over long periods 
and to adapt the amounts and kinds of tonnage to the 
requirements of its general economic plan. Moreover, 
the direct control of shipping would give the State, through 
the power to fix freight rate and determine priorities of 
aIlocation, a most valuable power both to stimulate exports 
and to direct the course of trade in accordance with 
considerations of international policy. This is the more 
important because it is plain that, if a world peace aIliance 
is to be created, this must rest on a basis of economic as 
weIl as political collaboration, or it will have no firm 
foundations and no assured permanence in face of cbaoging 
conditions of political expediency. 

The Labour Party, hitherto, has put forward no 
detailed plans for the socialisation of shipping, merely 
including authority to take over the mercantile marine 
among the permissive powers to be assumed in connection 
with the reorganisation of transport as a whole. The 
shipping question, however, has become much more 
urgent recently in view of the war danger; and, whereas 
only a year or two ago it might have seemed that social­
isation could be deferred until after the stage' of develop­
ment contemplated in LMott,'s Im"m!ia/r Pro.f!'lllllIfH had 
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been reached, there now seems to be an unanswerable case 
for giving the sociaIisation of shipping a high place in the 
list of "priorities." If the Government is to pay for 
keeping.in existence vessels which the profit motive would 
allow to be scrapped; if it is required to subsidise the 
building of new tonnage, and even the operation of a 
large part of the existing mercantile marine, it would 
sure! y be preferable to take over the industry and re­
organise it thoroughly as a public service equipped to 
meet the nation's needs in both peace and war. 

CHAPTER XIV 

THE METAL TRADES-ARMAMENTS 

W AR, and the preparation for war, must always exert 
a very powerful influence on every part of the 

industrial system; but nowhere is this influence so power­
fully felt as in the industries manufacturing metal or 
engaged in the making of metal goods. Iron and steel 
manufacture, the production and refining of non-ferrous 
metals, engineering, shipbuilding, and a host of other 
metal trades underwent a profound economic revolution 
between 1914 and 1918, when the output of crude metal 
had to be expanded by every possible device, and all manner 
of factories had to be diverted from their normal activities 
to the production of munitions of war. The metal 
industries emerged from the war both greatly expanded 
in their capacity for production and in the numbers 
employed, and radically changed in their methods of 
production and in the relations between skilled and 
unskilled, male and fcrnale, workers. Thereafter came a 
period of far-reaching adaptation to the needs of peace. 
The entire group of industries had to be scaled down. 
from its war-time size and re-directed to the productioa 
of different types of goods. The number of workera 
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employed in the metal ttades fell 01£ rapidly, and many 
works constructed with a view to war-time needs went 
out of. operation altogether. At the same time there was 
proceeding, especially in the iron and steel industry, a 
great technical revolution whiCh rapidly rendered obsolete 
many of the older plants and even many of those con­
structed during the war,so that the industry had to face 
simtiltaneously a reorientation to new types of production 
and a profound change in technical methods involving 
considerable alterations in the economic location of its 
various plants. 

Shipbuilding also had been expanded to immense 
proportions, especially during the latter part of the war in 
face of the submarine danger. After a brief period of 
post-war activity the shipbuilding' industry sulfcred a 
atastrophic decline with the onset of the post-war 
depression-a decline aggravated by the seizure of Ger­
many's qterchant fleet as a contribution towards the payment 
of reparations. Shipbuilding is always and inevitably 
:al£ected much more than most other industries by the 
lluctuations of general economic activity; and hi the post­
war period the relative decline of foreign trade, as nations 
resorted more and more to protective policies designed to 
.stimulate all-round home production, aggravated the slump . 
. After a brief and partial recovery the industry plunged 
:into new depths during the world depression; and the 
:shipbuilding firms set themselves deliberately to reduce 
the output capacity of the industry by buying up and 
'putting out of action shipyards which they regarded as 
redundant-thereafter selling the sites on the explicit 
.condition that they should never again be used for ship­
building. Moreover, a "scrap·and-build" policy was 
introduced for shipping with the aid of a double subsidy 
in order to remove from potential competitive activity 
:as many as possible of the older vessels. This, while it 
gave some stimulus to new shipbuilding, can now be seen 
to havc reduced dangerously the reserve of vessels which 
'would be needed for purposes of food supply in time of 
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war; and the Government which, only a year or two ago, 
was bribing shipowners to desttoy redundant ships, has 
recently announced its intention of meeting the cost of 
keeping in good working order vessels which are surplus 
to current needs. 

The engineering industry, when in the post-war period 
it shifted back from producing munitions to manufacturing 
with a view to peace-time needs, did not forget the lessons 
of mass-production which had been learnt between '9'4 
and '9,8. Large numbers of women were retained in 
the lighter branches; and throughout the industry the 
proportion of skilled to less skilled workers was greatly 
reduced. Mass-production was applied over a very wide 
field, especially in the lighter branches of engineering; and 
as a consequence of the reduced demand for skilled workers 
apprenticeship underwent a rapid decline-with con-' 
se"quences which are now being realised as the demand for 
munitions of war is increased; for the munition trades 
on the whole call for a large proportion of highly-skilled 
workers. This does not indeed apply to the manufacture 
of shells or cartridge-cases, or other munitions which need 
to be produced in enormous quantities when war is 
actually going on; but it does apply to aeroplanes, tanks, 
rifles, ordnance, and most of the 'Y!,>Cs of munitions which 
are now being produced on a large scale as a measure of 
war preparation. 

The Labour Party has declared that its policy is "to 
abolish the private manufacture and sale of armaments," 1 

and that it will pass an Act "enabling the Government to 
take over any undertakings manufacturing munitions of 
war."· This policy, of nationalising particular factories 
engaged in the manufacture of munitions, was adopted in 
France after '9;6 by the Government of the Front Populo;rr, 
which took over and reorganised the French aircraft 
industry and also many of the establishments producing 
to meet the needs of the army. The manufacture of 

1 See F .... Son.JU • .. PMnJ p. I. 
a See I...JJ.r'1 J .... .a r.,.. rm . 

• 
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armaments ramilies inevitably into many branches of 
industry, including the .chemiea1 trades as well as the 
various metal-working industries; but its main centte is in 
the production of iron and stee~ and other crude metals 
and in the engineering and shipbuilding industries. 
Accordingly, the policy of" taking the profit out of war" 
by nationalising the production of armaments involves 
either the public ownership of the entire range of metal­
working trades and industries, together with a number of 
others ,such as the chemiea1 industry or, alternatively, the 
selection for public acquisition of particular establishments 
engaged in making munitions, so as to make the GOvern­
ment part--owner of a number of industries still largely 
carried· on under private ownership and control. 

The difference between these two policies is, of course;' 
much greater in time of peace, e~ under conditions of 
intensive war preparation, than it would be in time of 
actua.l war. If war were to break out, the vast majority of 
establishments in the metal-working industries would be 
engaged in producing armaments; and the public ownership 
of the arms trades would involve something not far short 
of complete nationalisation of the whole metal-working 
group of industries. Between 1914 and 1918 the vast 
majority of establishments in the metal industries became 
"controlled establishments" under the Munitions of War 
Acts, and were made subject to specia.l restrictions on the 
earning of profits. These restrictions, however, did not 
prevent them from realising ~dingly high profits as 
long as the war lasted; and the lesson of the last war is 
that the method of control without an actual transfer of 
ownership does not work at a.ll satisfactorily and is cx­
.tremely cosd~ from the standpoint of the State. If war 
were to come again, it would be much better to nationalise 
outright the entire range of industries which would have 
to be pressed into the service of producing munitions and 
other war supplies. 

We are, however, at present considering not a situation 
of actual war, but only one of active preparation for war. 
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and the Illllin purpose of this chapter is to lay clown the 
Labour Party's policy for dealing with the metal, engineer­
ing and shipbuilding industries not only in the event of 
war but also whether war actually comes or not. The 
subject can best be considered under live heads-not that 
these by any means exhaust it, but that they cover the most 
important problems--ei<cept those of the chemical industry, 
which calls for separate treatment. These five heads are 
as follows: the manufacture of iron and steel, general 
engineering, shipbuilding, aircraft manufacture,' and the 
special question of taking over such armament factories 
as ate not socialised as part of a policy of socialising an 
entire .section of the industry. 

The iron and steel industry has already been the subject 
"of a large amount of State action and assistance. During 
the years immediately after 1918 the industry went through 
an intense speculative' boOm, from which it emerged with 
its capital grossly inflated, and with an immense burden of 
debt owing to the banks. The insane speculation of 1919 
and 1910 and the debt burdens which were its legacy 
placed the indus~ in a very unfavourable position for 
re-equipping itself in order to meet the great technical 
changes which were then coming upon it. Accordingly 
there followed a period of financial reorganisation, largely 
dictated by the banks at the expci1se of the shareholders, 
who had been left "holding the baby" after the speculative 
boom. But although the banks forced financial re­
organisation and writing-down of inflated capital upon 
individual firms, they did not effectively use their power 
to bring abo~ the reorganisation of the industry on more 
satisfactory lines. In face of rapid technical development 
in other countries, accompanied by close cartelisation 
among producers, the British iron and steel industry, 
which had always depended greatly on export, found jts 
foreign markets greatly contracted, and met with· an 
increasing amount of foreign competition even in the 
home market. Again and again it went to the Govern­
ment with demands for help. The crude steel producers 
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especiaily W2nted a tariff high enough to shut out Genna.o. 
and Belgian imports of cheap steel; and as the unsound 
financial position of the '"lIldustty made it impossible for 
any large amount of capital for reconstruction to be raised 
for it in the ordinary capital market, the big firms wanted 
the Government either to supply the capital itself or at 
any rate to guarantee the interest and so make it possible 
for them to appeal successfully to the investing public. 

With the advent of the National Government after the 
crisis of 193 I, the steel industty got its tariff. Imports 
of crude steel from abroad were largely shut out, and 
imports of other iron and steel manufactures were greatly 
reduced. This, while it helped the big firms manufacturing 
crude steel, was a severe blow to certain of the finishing 
trades, whose power to sell their goods in foreign markets 
depended on the supplies of cheap crude steel which they 
had previously imported from abroad. This consideration, 
together with the notorious lack of efficient organisation 
among most sections of the producers, led even the National 
Government to artach to the concession of a tariff on imports 
the condition that the industry must prepare and carry 
into effect a satisfactory scheme of reorganisation; and 
the Import Duties Advisory Committee was made the 
arbiter of its response to this requirement. Thereafter 
came considerable delays; but in the end the British iron 
and steel manufacturers were linked up into a powerful 
federation based mainly upon the crude steel producers, 
but including attached associations for each of the. main 
products of the industry. Equipped with this formidable 
capitalist cartel; the industry entered into negotiations with 
the foreign producers who were already combined in the 
Continental Steel Cartel, and reached agreements which 
restricted the quantities of iron and steel products imported 
into Great Britain over the tariff, and gave the British 
exporters an assured though limited. share in overseas 
markets. 

The State thus exercises some control over the organisa­
tion of the iron and steel industry by means of the Import 
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Duties Advisory Committee, which can threaten to with­
draw or reduce tariff protectio~ if its requirements are 
not complied with. This control, however, has become 
much less e1fective since the agreement with the Continental 
Steel Cartel; for imports are now limited much more by 
this agreement than by the operation of the tariff. Ill. 
effect, the State has consolidated the iron and steel industry 
into a powerful capitalist monopoly without acquiring 
any effective control over its use of its monopolist power. 
The consequence can be seen in the high prices charged 
for steel and its products during the rearmament boom, 
and in the high profits and high share-quotations of the 
leading steel firms-in marked contrast to the financial 
embarrassments of only a few years ago. 

The Labour Party believes that the right course is to 
bring the entire industry of iron and steel manufacture 
under public ownership. For this purpose the Trades 
Union Congress has worked out a scheme of socialisation 
based on the establishment of a Public Corporation, to be 
appointed by the President of the Board of Trade, and to 
be similar in form and personnel to the controlling boards 
for coal, electricity and transport described in earlier 
chapters of this book. The Corporation would be 
autonomous in its day-to-day working, but responsible 
to the Government and to Parliament in all matters of 
policy. It would be composed of full-time members, 
including some from the workers; and all its members 
would be compelled to renounce any personal interest in 
the industry from either the capitalist or the Trade Union 
side. So far the plan is on the same lines as the plans 
put forward for the industries discussed in earlier chapters. 

There are, however, special problems peculiar to the 
iron and steel industry, which have to be considered in 
devising any scheme for its operation under public own~­
ship. Broadly speaking, the reorganisation scheme now 
in operation under private ownership is based on dividing 
ul> the industry for purposes of collective regulation into 
a series of associations each concerned with a particull\f 
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product: so that a firm which manufactures a number of 
different products will be. connected with more than one 
association. This ~ natUral enough in a scheme which 
deals mainly with the regulation of prices; but it by no 
means follows that it would be the correct course to 
pursue in organising the industry for production under 
national ownership. The alternative would be a re­
organisation following regional lines, so that the entire 
industry would be divided for purposes of management 
into a number of regional units under the general 
co-ordinatiog authority of the National Corporation; and 
a scheme of this sort would seem in general to lit in much 
better with the requirements and conditions of the industry, 
from the standpoint of its productive technique. 

It seems clear, at any rate, that the production of iron 
ore, pig-iron and crude steel must be organised upon a 
regional hasis corresponding to the main areas in which 
the output of these products is already localised. The 

• finishing trades group themselves less naturally into regions, 
but are in many cases so closdy connected with the 
production of crude steel that it would be very difficult 
to separate their organisation from that of the primary 
branches of the industry. In a scheme of reorganisation 
undet public ownership, product groups would probably 
survive for purposes of the planning of output and the 
exchange of technical information. But their inIportance 
would probably be secondary to that of the regional 
public combines, to which the main tasks of devdopment 
and administration would be entrusted under supervision 
of the national co-ordinatiog authority.1 

The sociaIisation of the hasic processes of iron and 
sted manufacture and of the finishing trades, such as the 
tioplate trade, which are inseparable from these processes, 
would at once give the Government an immense power 
to control the entire range of industries using iron and 
steel as their main materials for further manufacture. 

1 For a fuller dcscripaoo of these problema ace Till SwiJi_ " I_ 
.. SIwI. by Ingot. Fabian Society. , .. 
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The engineering industry is altogether too undefined in 
its frontiers and too diversified in the nature of its processes 
and products to be suitable for- an early application to it 
of the policy of nationalisation as' a single unit. Its 
products range from dock plant, locomotives and heavy 
m.chinery of all sorts, to motor-cars, cycles,_ and an 
immense variety of light consumers' goods. It includes 
such higbly-speciaIised industries as marine engineering, 
electrical engineering and the manufacture of electrical 
equipment, textile and agriculrural engineering. All these 
branchea mise special problems and will in due course 
require special treatment in any comprehensive scheme 
of sociaIisation. But ror the time being, apart from those 
factories which are engaged explicitly or primarily in 
manufacturing munitions of war, and from the railway 
engineering shops, which will be taken over when the 
railwaya themselvea pass under public ownership, the 
problem is one rather of control than of public acquisition. 
It is necessary to ensure that the engineering industry in its 
various branches shall fit into its proper place in the develop­
ment of a comprehensive national economic plan; but ror the 
present this must be done by measures of control over priVllte 
enterprise rather than by the supersession of private by public 
ownership. The nature of these measures can be more easily 
discussed in a subsequent chapter as elements in the working 
of the general economic plan which a Labour Government 
will begin to introduce at the earliest possible stage. 

The shipbuilding industry, on the other hand, is well­
defined and already concentrated in the hands of a small 
number of firms. It would thererore be much easier to 
nationalise than engineering; and the State is already a 
considerable shipbuilder through its ownership of the 
Royal Dockyards. Personally I regard the shipbuilding 
industry as eminently ripe ror public ownership. But the 
Labour Party has not so far worked out any detailed plllls 
ror its socialisation; and it rnay be that the tackling of the 
problem will have to be deferred for a while on account 
of the limits of Parliamentary time and the more obvious 
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need for thorough reorganisation of certain other industries 
at the earliest possible moment. The shipbuilding industry 
has to a great extent -rationalised itself, as far as technique 
and concentration of production are concerned. This 
does not mean that it can be ,safely left in the hands of 
irs existing owners, above all in time of war; but it does 
make the problem less urgent than 'it is in those industries 
in which the capitalist firms have failed to bring about 
any . technically satisfactory measure of reorganisation. 

The aircraft industry, on the other hand, is not only 
ripe for socialisation but in urgent need of it. A very 
large and increasing part of irs output is for war purposes, 
and is already bought by the State and manufactured under 
conditions which give the State a large share in the control 
of design and methods of production. Civil aviation is 
also a State-controlled service, reorganised in '938 under 
a semi-public corporation, and living upon a public subsidy. 
Thus by far the greater part of the output of the industry 
is already for public use; and it is illogical to leave the 
processes of manufacture in the hands of profit-making 
companies instead of taking them directly under public 
ownership and control. There are no considerable diffi­
culties, and there would be very great technical and 
economic advantages, in taking over at any rate all the 
larger firms now engaged in aircraft manufacture: small 
firms, if it were thought desirable, might be allowed to 
contmue in existence under licence, provided that full 
powers were taken to socialise at any time any concern 
which it might be found desirable to include in . the 
national scheme. Doubtless certain probloms of demarca­
tion would arise in connection with the manufacture of 
engines foraircraft, and with the shadow-factories which have 
been established recently as a part of the re-armament pro­
gramme; but it would be easy enough to adjust these 
differences if a National Aircraft Manufacturing Board 
were established with adequate powers of control.1 

1 Sce Ai_ft M01Uf!".""': A Dmripn.. of tiN ItJJuhy .. Prop.u' 
for if; SfJlitJiSflli"" by R. McKinnon Wood. Fabian Society. 6d. 



THE METAL TRADES-ARMAMENTS 169 

Finally, there is the question of firms engaged wholly 
or largely in the manufacture of armaments, -but not 
falling within industries which it is proposed immediately 
to transfer to public ownership. In these cases the right 
course is for the State to purchase the firms as they stand 
on a reasonable basis. of compensation analogous to that 
laid down for the complete centralisation of other industries 
-that is, broadly speaking, on a principle of net main­
tainable revenue, apart from any expectations of higher 
profit due to the rearmament programme. The firms 
taken over in this way could then be grouped together 
with the existing Royal Arsenals, such as Woolwich, under 
a controlling Board of their own; and this Board could 
appoint where it thought fit separate Boards of Directors 
or Managing Councils for the various establishments. 
When a sufficient number of establishments in anyone 
branch of production had been taken over, it would 
probably become desirable to create for their supervision 
a distinct controlling body which would then become the 
nucleus of a Board for the control of the entire industry or 
trade, if and when it came subsequently under complete 
national ownership. 

The purpose under! ying these proposals is twofold. 
In the first place it is indispensable that such great basic 
industries as iron and steel manufacture, and before long 
shipbuilding, should come under complete public owner­
ship and operation because of their key importance in the 
national economy as a whole and of the necessity in them 
for highly <;pncentrated organisation. In both these 
cases the only alternative to public ownership and operation 
is capitalist monopoly; and the experience of the post-war 
period has shown all too clearly that the monopolists are 
not to be trusted to conduct these industries with reasonable 
regard to the interests of the nation. It is of fundamental 
importance to the prosperity of the British economic 
system as a whole that iron and steel should be produced 
and ships built under conditions of the highest possible 
efficiency and at the lowest possible cost, and that the 

~ 
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community, as ultimate users of the services of these 
industries, should not be exploited thtough high prices 
based either on wasteful organisation or on excessive 
profits. 

In the second place, there is an overwhelming case for 
doing everything that can be done to prevent war from 
being a source of profit to any group of capitalists. There 
is a widespread feeling that it is morally wrong as well as 
economically disastrous that profits should be made out 
of war or out of war preparation, and that the prospects of 
peace would be greatly improved if it were to no one's 

. interest to tout for armament orders and to e.ncourage 
the nations to competitive excesses of ~ preparation. 
This aspect of the matter has, no doubt, dropped somewhat 
into the background on account of the collapse of the 
League of Nations as a force making for world peace, 
and of the progress of intensive rearmament in the Fascist 
countries. For these events have forced upon Great 
Britain, and indeed upon all States that are menaced by 
Fascist aggression, an immense increase in the output of 
instruments of war. But the need to produce armaments 
in greatly increased quantities does not make it any the 
less indefensible that they should be produced for profit: 
indeed, the enormous rise in expenditure upon them makes 
it more urgent than ever to secure that they shall be pro­
duced at the lowest possible cost, in terms both of money 
and of diversion of the national energy from uses more 
consonant with human welfare. These considerations, 
make it indispensable that all armament factories of every 
sort shall be brought speedily under complete public 
ownership and control; and there is the further advantage 
in this policy that it will bring to an end once and for all 
that infernal traffic by which capitalist producers of 
armaments are still busily supplying for profit not only 
the demands of their own countries hut also those of the 
countries against which their own country's armaments 
may come to be employed. 
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CHAPTER XV 

TEXTILES 

THE history of the post-war years is sttewn with abortive 
schemes for the reorganisation of the cotton industty. 

Ever since the collapse of the insane cotton boom of 
1919 and 1910, when mills changed bands at many times 
their real value, the industty has been in a deplorable 
condition, and the unfortunate operatives have found 
their earnings cut down to a wretched level. These 
calamities have not come upon the industty wholly by 
its own fault, though they have been aggravated first by 
the follies of the boom period and later by the extreme 
individualism which has obsttucted every attempt at re­
organisation. For a considerable part of the industry's 
difficulties there is no cure; for nothing is ever likely to give 
back to Lancashire its virtual monopoly of the ttade in 
cheap cotton goods to the countties of the Far East. 
Great Britain owed its position of predominance as an 
exporter of cotton goods to the long lead in mechanical 
efficiency establisbed during the Industtial Revolution; 
and now that other countries have put their cotton industries 
on a basis at least equally efficient, it is impossible for 
Lancashire to regain its previous conttol of the market. 
Moreover, with the aid of modern machinery the need 
for highly skilled labour, on which Lancashire's eminence 
largely depended, has been very much reduced. The 
coarser kinds of cotton piece goods can be manufactured 
by cheap labour using highly mechanised methods from 
yarn produced by ring-spinning-an almost unskilled 
process; and althougb the skilled workers of Lancashire 
remain mOre productive than their rivals in the making 
of the higher qualities of goods, it is out of the question 
for their skill to offset the cheapness of the labour which the 
Far Eastern producers can command for the mass-pro­
duction of the lower grades of cotton cloth. 
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The war of 1914-1918, by interrupting Lancashire's 
"export trade,hastoned what was bound in any event to 
come before long-the large-scale competition of the 
Asiatic producers. From the moment when the Japanese 
entered seriously into the busin~s, a good "deal of Lanca­
shire's trade was bound to be lost, It is now a question 
not of gaining back the greater part of these losses, but 
rather of doing what can be done to prevent a further 
decline" by introducing the greatest possible efficiency into 
every section of the industry, including the marketing of 
its products, and by endeavouring by all possible means 

"to extend the market for the higher grades of cotton 
goods. 

To stress the importance of these causes of Lancashire's 
troubles is by no means to exempt from blame those who 
have failed during the past twenty years to achieve any 
effective ttorganisation of the industry. The root of the 
trouble is to be found partly in the determined individualism 
of many of the employers and partly in the extreme section­
alism of the existing methods. In the great majority of 
cases the firms which weave cotton cloth neither produce 
their own yarn, nor bleach, dye, or finish the goods which 
they manufacture, nor have any direct contact with the 
marke~s in which their goods are sold. Spinning, weaving, 
bleaching and dyeing are done mainly by separate specialist 
firms, though there are some which carry on a number of 
processes in combination. Merchanting is almost entirely 
separate; and the manufacturers of piece goods work 
in the main to the orders of a host of merchants, who 
Undertake the function \>f interpreting the needs of the 
various importing countries. and play off one manufacturer 
against" another in their attempts to cut prices in the 
highly competitive markets in which they have to sell. 

This form of organisation was probably the most 
efficient in the eighteenth and early nineteenth centuries, 
when Lancashire was winning its predominance. It is 
utterly obsolete to-day, as appears plainly whettver the 
British exporters have to meet the keen competition of 
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the Japanese. In Japan three large. companies control 
over two-thirds of the total imports of raw cotton and 
market nearly two-thirds of the total exports of piece 
goods; and these same firms also catty on a substantial 
part, though not so large a part, of the processes of manu­
facture. Cotton spinning is highly concentrated, two­
thirds of all yam production being in the hands of nine 
firms; and these same firms control a large proportion of 
the bleaching, dyeing and finishing of cotton goods. 
Weaving is less concentrated; but there too the big firms 
are increasing rapidly their share in the manufacture, and 
in any case their control of both spinning and finishing 
puts the weavers very much in their hands. 

All sections of the industry are closely organised in 
associations dominated by the great combines; and the 
State also intervenes actively in order to promote efficient 
organisation. Export associations for the exploitation of 
the various markets were set up under State auspices in 
19,0; and the State helps the producers with.an indirect 
subsidy by way of a shipping rebate on imports of raw 
cotton, as well as by commercial agreements designed to 
increase exports of finished goods. 

In competition with this highly organised industry 
the British exporters are at a disadvantage which is much 
more serious even than the disparity between British and 
Asiatic rates of wages. The sectional character of the 
British system not only demands too many intermediate 
profits, it also stands formidably in the way of standardised 
mass.production and of knowledge by the manufacturers 
of the real requirements of the market. 

The home demand for cotton goods has ever since 
the Industrial Revolution accounted for only a small 
percentage of Lancashire's output. It was as a producer 
supplying most of the world that Lancashire reached .the 
levels of employment and output which culminated in the 
" golden age" of the British cotton industry before the war. 
Even to-day, though exports have been cut down to less 
than one-third of the pre-war quantity, cotton goods are 
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still among Great Britain's most important exports, valued 
even in. 1938 at nearly £50 millions-il total exceeded only 
by exports of machinery at £58 millions. As recently as 
1937 cotton still headed the export list with a value of 
over £68 millions. 

Plainly, then, it is of vital importance that this great 
industry should be organised with the greatest possible 
efficiCJ;lCY. The power of Great Britain to purchase 
necessary imports depends on the maintenance of the 
exporting trades; and it would be totally impracticable 
to find substitutes for the cotton goods which, in 1936 
and 1937, still made up more than one-sixth of the total 
exports of British manufactures. 

& I write, the latest of the many post-war attempts 
to reorganis\, the Lancashire cotton industry is about to be 
made. The Government has recently introduced into 
Parliament a Cotton Enabling Bill, under which those at 
present responsible for the industry are to be given powers 
to bring about reorganisation under private ownership. 
Under this scheme, which bas l.."laIly disadvantages but may 
yet be better than leaving things as they are, there is to be 
established a Cotton Industry Board with large compulsory 
powers. This Board is to consist mainly of representatives 
of the firms engaged in the various sections of the industry 
-including three workers' representatives as against 
nine representing employers and merchants-e.nd there 
are to be three impartial members, one of whom is. to be 
Oialrman of the Board. The main functions of this 
body, in addition to promoting research, will be to register 
on a compulsory basis all firms engaged in the industry 
and to pass judgment on' the sectional schemes of reor­
ganisation which it is the purpose of the Bill to bring 
about. Merchants will not be compelled to register; but 
only registered merchants will be given the advantages 
of the special reduced prices which are to be introduced 
under the scheme. 

The. sectional schemes which are to be authorised 
under the Bill are of two kinds-"redundancy" schemes 
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and schemes for the fixing of prices. Redundancy schemes, 
which will be administered by Boards of impartial persons 
nominated by the Board of Trade, will have the object of 
buying up and purring out of action plant which is regarded 
as excessive in relation to the demand for the industry's 
products. They. will be designed to scale down the existing 
productive capacity, and thus to check the tendency to 
cut prices in order to secure orders. Price schemes, on 
the other band, will be directly administered by the 
members of the trade concemed, without State nominees, 
and will be designed to enforce minimum prices upon all 
producers. The Cotton 'Industry Board will have to be 
satisfied that the price,S fixed do not exceed "the costs 
incurred by an efficient firm working the customary hours." 
Schemes of either type will come into operation only if 
they are approved by a majority of the firms affected and 
if the favourable votes represent two-thirds of the trade. 
They will also require the approval of the Board of 
Trade, and will have to be laid Iinally before Parliament, 
but they will thereafter take effect unless within a month 
either House of Parliament passes a resolution of rejection. 
There is also to be set up a distinct Cotton Export Develop­
ment Committee, empowered to make plans for the reor­
ganisation of the export trade. 

This is .. very bare summary of the scheme drawn up 
by representatives of all sections of the industry for 
presentation to the Government 1 early in 1939. The 
scheme appears to have the assent of a majority of all 
sections, except the merchants, many of whom see in it 
a threat to their control over the manufacturing firms. 
It, or something like it, seems likely to be passed inoo 
law, with the effect of giving public sanction in yet another 
industry to price-fixing by private capitalist interests and 
to a compulsory combination of profit-makers which 
would have horrified orthodo:o: economists only a kw 
years ago. 
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As long as an anti-Socialist Government remains in 
power, reorganisation is bound to follow those anti-social 
lines. It has done so in the case of coal and steel, as 
well as iri. the various agricultural marketing schemes. In 
effect, if industries are to be so organised as to face the 
conditions of the modern world, 'they must, wherever they 
are engaged in competition with large-scale combines in 
other countries, either become profit-seeking capitalist 
monopolies or be brought under public ownership and 
control. There is no effective middle way. • 

The Labour movement has. recognised this; and the 
.scheme drawn up by the Trades Union Congress for the 
reorganisation of the cotton in<lpstry provides for the 
complete socialisation of the trade.' The only exception 
is that it is proposed, for the time being, to leave the 
.importation, of raw cotton in the hands of the merchants 
organised in the Liverpool and Manchester cotton markets. 
The importerS have to deal with the cotton producers in 
America and elsewhere, and maintain for this purpose their 
own staffs or agents on the plantations. Later on, this 
business will probably be taken over by a public Import '. 
'Board, which will be responsible for the bulk purchase 
and grading of all the raw cotton that is brought into 
the country. But the Trades Union Congress holds 
that reorganisation of this part of the trade had better 
be deferred until the new scheme for the other sections 
is 4i working order, and until the method of Import 
Boards is being applied simultaneously to other uades. 

For the., rest of the industry and for the marketing 
pf its products the Trades pnion Congress proposes the 
establishment of a British Cotton Corporation "to take 
over all businesses and '. undertakings engaged in the 
spinning, manufacturing, finishing, packing and marketing 
of cotton goods, or goods composed of a mixture of cottol). 
and other materials." It proposes that the Corporation 
should consist of persons appointed by the Board of 

1 Sec CO/l",,: ,''' T.U.C. PI.o of S..w; .. Iiwr. Trades Union Congress, 
Id. 
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Trade, not to act as representatives of any particular interest, 
but as full-time public servants, chosen for their competence 
to conduct the affairs of the industry. That is to. say, the 
conditions are to be the same as for the various Boards 
and Commissions discussed in previous chapters. The 
Corporation's duty would be to exercise general super­
vision over the whole indusrty, and to ensure the con­
formity of Its policy with the economic plan drawn up for 
industry as a whole. But the actual administration would 
be carried on, not by the Corporation its,elf, but by a series 
of Sectional Boaras, set up under its auspices and working 
subject to its control. There would be a Sectional Board 
for each of the main di~sionsof the indusrty-6pinning, 
manufacturing, and finishing---ilIld al~ a Board for 
marketing, which would hold the key position, as its 
requirements would determine the demands made upon 
the producing sections of the trade. In addition, machinery 
would be created for the expression of ·complaints by 
consumers, and for the investigation of such complaints. 
Research would be placed under the control of the Corpora­

;tion; but each section would be expected to carty on 
specialised work of its own. 

On tbe labour side, the Congress scheme provides for 
Works Councils in all establishments, representing both 
the Trade Unions and the technical and managerial staffs. 
These Works Councils, it is proposed, should have fhe 
right to nominate candidates to be considered for appoint­
ment toothe various Sectional Boards. The scheme stresses 
the need for developing among all those concerned "a new 
conception of industrial managl'ment and administratiQl1" 
and for developing "a healthy discipline of workshop 
self-government, in. which authority is related to merit 
alone.'~ 

. This plan of reorganisation is obviously similar in 
many respects to the plans which a Labour Governmeat 
would propose for other manufacturing industries which 
it had decided to socialise. The cotton scheme is bound, 
indeed, to lay more stress than would be necessary in most 
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cases ori the exporting and mark~ting aspects; and it also 
proposes a greater degree of devolution upon sectional 
bodies than would be needed in industries possessing a 
simpler and more unified structure and technique. Each 
industry, of coune, is bound to have its special needs, and 
to call for particular treatment: But as this book affords 
no space to discuss the detailed needs of one industry after 
another, what has been outlined in this and the foregoing 
chapters must serve as a broad indication of the policy 
which a Labour Government would follow ~ other cases 
as well, whenever'it decided that the titite had arrived for 
dealing with them. The details will be diiferent from 
case to case; but throughout., the basic principles of 
socialisation will.Jemain the same. 

CHAPTER XVI 

PLANNING 

AN attempt has been made in the foregoing chapters 
to outline the Labour proposals for the reorganisa­

tion of a, number of particular industries and services in 
ordet both to make their conduct more efficient #1 a 
tequnca1 sense and to ensure that their policy shall be 
directeIJ by considerations of public welfare, rather than 
of .private profit. In most cases, the proposed. remedy 
is that of public ownership and operation under a nationally 
appointed body responsib.!e to the. Govemmenll and to 
Parliament, and fiilling within·the dep~ent of a Cabinet 
Minister who will be caned upon to answer in Parliament 
for the policies actually pursued. 

If this were all, reorg,uusation of particular industries 
along these lines would hold out the prospect of greatly 
improved working of the economic system; for the putting 
right of conditions in • number of industries which are 
now very inefficiently organised, or administered in 

• 
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opposition to the public interest, would of itself do much 
to amend the working of other parts of the system. But 
Labour is aiming at something more than a merely sectional 
reconditioning of a number of particular industries and 
services. :rhe Labour Party means, as we saw at· the 
beginning of this book, to adVllllce as rapidly as possible 
towards ll-. comprehensive planning oE the proper use of 
all the vital resources of production, so as to ensure that 
no available resources shall be left unused and that all shall 
be used to the beSt possibl~ social purpbse. This object 
involves planned industrial reorganisation not'merely for 
a number of particular industries, each regarded as Cl separate 
concern, but for industry as a whole, with a -due regard 
for the correct relations between one industry and another. 

It is, however, out of the question for a Government 
proceeding by constitutional and evolutionary meth!,ds to 
establish all at once the conditions requisite for the 
operation of a Comprehensive economic plan. This 
objective will have to be approached by stages; and the 
,plans which the next Labour Government will be in a 
position to catry out will be of necessity partial and in 
complete. 

This unavoidable incompleteness by no means absolves 
the .Government from the need to assure itself that its 
individual projects are not only sound and workable in 
themselves, but also coherent and mutually consistent 'as 
contributions towards the building up of a wider ana more 
inclusive plan. Thus, whereas capitalist Go'{emments, 
when they are driv~ reluctantly to nationalise, or partly 
nationalise, some essential industry.- or service, are very 
careful so to reconstitute it as 'hi isolate it as much as 
possible from any form of "political" control, the aim of 
Labour will be to make the poliq- of each industry that is 
socially controlled a matter for democratic division by the 
representatives of the people, and to ensure the correCt 
adjustment of each to the needs of the whole. 

This means, practically, that the Boards which are 
set up for the administration of· the various socia1ised 



.80 PLANNING 

services annot be left to determine their own policies, 
but must be made the instruments of a pOlicy laid down 
fot' all industry' by the Govemment with the endorsement 
of Parliament. In order to guarantee this conformity, 
each administrlltive Board or "Commission must take its 
.orders as to policy from the Goveroment, and be directly 
within the spbere of'one of the departments between which 
the work of Goveroment is divided. It will, however, be 
clearly impossible fot Parliament, or for the Covemment 
itself, to undertake the detailec} work in'Volved in devising 
a comprehensive economic plan, or in supervising its 
executio~ There will have to be special planning agencies, 
under Go-demment control, concerned not with the 
administrlltion of particular industries, but with thinking 
out arid advising upon the formulation of a general 
economic plan. 

The complete creation at the ou~et of the gemraJ 
machinery of economic planning is neimer practicable nor 
desirable on any ground; but it is highly desirable rhat 
there should be from the first at any rate the nucleus o~ 
a national planning authority under the Government's 
control. There are a number of alternative ways in which 
this could be done; and it is not necessary to pronouace 
dogmatically in favour of any precise form of organisation.' 
But perhaps the best Course would be to constitute a 

.' MinistiY of Economic Planning, with a Cabinet Minister 
at jts head, and to place this ministry in a special relation 
to the Prime Minister, who would be responsible for 
securing the necessary co-ordination between it and the 
morc specialised departJitents in charge of particular 
aspects of economic an!'I" social administration. It would 
then fall to the share of the Ministry of Planning to work 
out comprehensive schemes for the development of the 
natural resoun:es; but the Ministry would not be so choked 
with detailed duties of administration as to be prevented 
from surveying the entire /idd in an objective way. 

I For a diacuaion of the alternatives. Ilnd of the whole IUb;ect. see TIM 
M.m..o " S.n.Jisl PJ...m& by G. D. H. CoJe. Fabian Society, ... 6cI. 
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The duties of the Ministry of Planning would' be clear 
enough in rela1ion to industries and services which were 
actually being operated under public ownership and control. 
It would have to inspect and review the working of these 
services, to comment on plans and budgets presented by 
them, and to advise the. Cabinet concerning their proper 
development. as parts 'of the general economic scheme,' 
But it wQuld have even more important duties in relation 
to industries and services remaining under private owner­
ship. To it woulA fall the duty of drawing up schemes 
for the socialisation and future administration,. of services 
which the Government proposed to take out of ,the hands 
of private enterprise; and it, would have a40 <to work 
out for the Government's 'Consideration 1ichemes for the 
regulation of industries which were still to be 'left in 
private hands. Thus, if the Government proposed, 
without actual socialisation, to bring such industi:ies as 
building or enginec;ring under some form of public control, 
the detailed projects would be worked out by the Ministry 
of Planning in co-operation with the departments most 
.intimately concemed---iLt present the Ministry of Health 
in the case of the building industry, and the Board of Trade 
in that of engineering. 

"The control and development of privately owned 
industries 'u" the transitional stages between a capitalist 
and a Socialist system are closely bound up with the organ­
isation of finance, Except to the extent to which industrial' 
developments are financed out of the reserved profits of 
business, the creation of new means of production depends, 
under the capitalist system, on the provision of long-term 
capital through the investment 'masket and of short-term 
capital, or credit, through the banks. The reorganisation 
of banking as an instrument of Socialist planning is dis­
cussed in a later chapter of this book; but it is necessary 
to emphasise at this stage the close connection which would 
need to be secur.ed between the reorganised banking system 
and the machinery essential for the control of economic 
planning. If the Government's economic projects are to 
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be effective, they must be .assured of adequate supplies of 
credit from the banks; and, if planning is to extend beyond 
the industries which are brought under public ownership 
to those which remain in private bands, the Government 
must also be in a position to influence the Bow of capital 
through the investment marker, 'so .as to ptevent the mis­
application of capital rcsotm:CS and to direct the available 
supplies of new capital into the types of enterprise which 
need to be developed in the interests of the people. 

The instrument which the Labour Party proposes 
immediately to create for this purpose is a National In­
vestment Boanil This body, which would take over 
the funds now available for investment in the bands of 
various Government departments and agencies, such as the 
Public Works Loans Board, would either itsclf draw up 
each year, or would have drawn up for it by the Minisuy 
of Planning; to which it would be attached, an estimate of 
the prospective national income and of the sum likely to 
be available for investment in all forms of enterprise. 
It would have before it, on the basis of statements drawn 
up by the Ministry of Planning and approved by the 
Cabinet, a schedule of the Government's own requirements 
for investment in the development of socialised enterprises 
and in such services .as housing, road construction, 'and 
01:htt capital works. It would be presented, further, with 
a schedule of priorities, indicating in what typeS of private 

, enterprise, and where necessary in what actual undertakings, 
the Government, on the advice of the Ministry of Planning, 
considered that the investment of new capital ought to 
be encouraged or approved, and perhaps also what forms 
of investment ought to be discouraged. or positively 
forbidden. 

It is suggested that, instead of each socialised enter­
prise raising funds from the public independently on its 
own bchalf, all borrowing from the public for purposes 

• Sce s.n..a.s. ..... c-Ji1iM of ... P..p/I. Labour Party. uL, CId c_. B-hot" F_. Labour Party. >d. 
Sce also Tt. C.-w./l __ • by ColiD CIatL Fabiao Society. S J. 

CId my M~ of S«i4Jist P-., ci,.d Wady. 
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of investment in such enterprises should pass through the 
hands of the National Investment Boud, which could 
either issue loans earmarked against a particular public 
undertaking, or itself borrow the money from the investors, 
and re-Iend it to the undertaking which needed the capital. 
This would ensure that the claims of the various socially 
controlled services upon the capital market were clearly 
C<Hlrdinated, and that each service would be able to get 
its capital at the lowest possible rate, because it would 
have behind its demand the full credit of the State. 

It is a more difficult question whether the National 
Investment Board should be authorised, at any rate at the 
beginning, either to raise from the investors or itself to 
lend capital for industries remaining under private owner­
ship, when their claims to a share of the available supply of 
capital had been approved by the Government as consistent 
with the needs of the genetal economic plan. If the Board 
did not do this, it would still be required to authorise, 
or refuse to authorise, all proposals to appeal for capital 
to the investing public; and no public issue of capital 
would be allowed without a licence &om the Board. This 
system of licensing would have to be extended to cover 
indirect issues by way of "offers for sale," and would 
probably have before long to be made applicable also to the 
investment of company reserves in new works or extensions 
of existing works; for without these provisions it would be· 
easy to avoid the ban on unauthorised issues. Probably, 
in the great majority of cases, private enterprise would be 
lc& to make its own appeals to the capital market; subject 
only to the necessity of securing the Board's consent. 
But where an industry was being subjected to a form of 
ttOrganisation involving a considerable element of public 
control over its future working, the National Investment 
Board might well be authorised either itself to advanq: 
funds for development, or to sponsor the requisite capital 
issue, with or without guaranteeing an appropriate rate of 
interest over a period of years. 

Where the National Investment Board itself lent capital 
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to fums remaining unper private ownership, or invested in 
undertakings of this type, it would presumably be authorised 
in suitable cases to" appoint members to the board of 
directors, so as to create a type of "mixed concern" already 
f.mm .. " in some other countries, but hitherto highly 
exCeptional in Great Britain. Even here, however, there 
are already examples of the "mixed concern" -for,example, 
the Anglo-Iranian Oil Company, in which the Government 
has not only invested capital but also appointed repre­
sentatives to the Board. How far it would be desirable 
to develop this type of mixed undertaking can be dis­
covered only by experience; but it obviously offers a 
possible method of extending the inHuence of State planning 
oVer industries which are not regarded as ripe for sociaI­
isation, Or which ParIiament cannot find time to socialise 
owing to" the pressure of more urgent aJ&irs which must 
be given precedence.. 

In addition to the control which the National Invest­
ment Board would be called upon to exercise over the 

"distribution of the available capital for intemal uses, it 
would clearly be necessary to make provision for a c0-

ordinating control over investment in the home and 
foreign markets, The process of overseas investment is 
at Pl!CSellt regulated by the Goveinment's power to impose 
a ban upon foreign issues and by the inBuence which it 
and the Bank of England are able to exercise over the 

• placing of funds abroad by means other than public issue 
in London. These powers could either be handed over 
to the National Investment Board, which would thus 
become responsible for supervising the entire Bow of new 
capital both at home and overseas; or, if it were not handed 
over, there would have to be dose collaboration between 
the Board and the Treasury or such other Government 
department as might continue to exercise this form of 
control. It is evidendy indispensable to the working of 
• planned economy that the overseas investment of capital 
should be kept under eJl'ective regulation; for otherwise 
it will be impossihle to ensure an adequate and steady 
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Bow of new capital into the home market in accordance 
with the needs of the economic plan. But it does not 
gready matter to what precise authority the exercise of 
this power is entrusted, as long as proper co-ordination of 
policy is assured. 

In all probability the National Investment Board will 
be set up with relatively narrow powers, and its authority 
will be extended as need arises and as the best forms of 
development become plain on the basis of the experience 
gained. The main thing is that the Board should be 
brought into existence as soon as possible, in order that 
the Government may have at its command from the outset 
an instrument which can be used for additional purposes 
as its plans mature.' 4 would even be possible to set ,up 
the National Investment Board in advance of the creation 
of the proposed Ministry of Planning, if it, were felt 
necessary that the creation of this new Cabinet department 
should be delayed until it could be set up as part of a wider 
scheme of administrative reorganisation. But if that were 
done, it would be important to create the National Invest­
ment Board on a basis which would make easy its attach­
ment to the Ministry of Planning as soon as the wider 
scheme was brought into operation. 

For my own part, however, I am disposed to think 
that the creation of a Ministry of Planning ought to be 
regarded as one of the first tasks which a Labour Govern­
ment would be called upon to undertake. One of the 
principal faults of British economic poli~ in recent years, 
has been that it has proceeded by way of a series of un­
related expedients. One industry after another,' and on~ 
branch of agriculture after another, have been allowed to' 
get into a condition in which it has become imperative 
to do something about it; and when this emergency has 
been reached, and not before, something has in the end 
been done, though usually on most unsatisfactory lines 
and with scant regard to the consequences of action in 
one field on other branches of the national economy. If 
mistakes of this order are not to be repeated perpetually, 
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it is of the first impOrts11ce that .there should exist some 
body, free in the main from day-tc>-day administrative 
duties, with the particular function of keeping a watch 
on the whole course of industrial development and of 
endeavouring to anticipate difficulties instead of meeting 
thcmonly when they have already become sctious. And 
it is also essential that the body which is to propose plans 
for meeting or anticipating difIiculties shall be so equipped 
as to be able to foresee as far as possible the reactions which 
any given method of handling a particular problem will be 
likely to produce elsewhere. 

The need for some such organisstion as I have suggested 
is shown most plainly of all by the controversy at present 
being carried on over the probtem of controlling the 
location of industry. Ever since the war, new industries 
have been allowed to develop in a completely planlcss 
&Shion, 'with consequences which have involved the 
community in enormous unnecessary expense and suJferiog. 
For a variety of reasons the rapid movement of population 
into the coa1fic1d districts and from the South to the North, 
which was characteristic of the nineteentlr century. has 
been reversed during the past two decades, and almost 
all the new industries that have grown up have been 
created in the South and Midlands and above all round 
Greater London and a few of the other largest towns. 
On account of this,. the decay of the older basic industries 
in the North of England, the industrial belt of Scotland, 

, and South Wales has not been compcnsstcd by the growth 
of new industries within reach of the displaced workers of 
these artas; and there 'have been created stsgnant pools 
of unemployment which have not been drained even when 
industrial revival has for the time being considerably 
expanded the tots! demand for labour. It is true that 
during the past year or so the expansion of the demand 
for armaments has done something to lessen the depression 
in certsin of these areas, because armament-making is 
still very closely related to the heavy industries, which in 
their turn still depend greatly on the coaUields. But only 
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this highly precarious fdrm of expansion has brought any 
substantial benefit to the majority of the depressed areas; 
and even so their unemployment ratios have remained much 
above the average for the country as a whole. 

The reasons for the change in the location of industry 
in Great Britain ire complicated, but in broad outline 
they are not difficult to discover. With the relative 
decline of foreign trade and the increasing concentration 
of production on the home market, accen~ted since 1931 
by the protective tariff, proximity to the consuming centres 
has come to be of greatly increased importance to the 
producers of finished goo!!s. On this account, London 
and other great centres of population exercise a growing 
attraction for the manufacturer who is oonsidering where 
to place his factory; and the greater the average level of 
purchasing power in a particular district is, the more 
attractions it offers. Thus the inHuence of the desire for 
proximity to the consuming market is cumulative in its 
effects. : When some factories move into an area, and thus 
increase its p,.asperity at the expense of areas in which no 
corresponding growth has taken place, there is all the 
more reason why other factories should follow suit. Nor 
should it be forgotten that it is much pleasanter to live in 
a prosperous and expanding than in a depressed and de­
clining arca, and that quite often the location of a factory 
in this or that place is a matter ultimately of the employer's 
personal choice rather than of sheer .eoonomic necessity. 
Add to this that for the factory owner to Ilave an address 
in a depressed area is often a det8Rent-to customers, who 
are less inclined to place orders in such places than in the 
more prosperous and expanding districts. 

Of course I do not suggest that every employer is free 
to place his factory where he chooses, or that eoonomic 
conditions do not often play the deciding part. But the 
economic conditions aJfecting location have themselves 
changed very . greatly, even apart from the increasing 
attractive power of the great consuming centres. On 
the whole, the ptincipal growth of recent years has been 
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in the lighter finishing trades, in which the costs of materials 
and of their transport· form a relatively small part of the 
total cost of production, whereas the cost of highly 
mechanised plant and the costs of salesmanship and ad­
vertising tend rapidly to increase. Ynder these conditions 
it is no longer important for the manufacturer to locate his 
factory in the neighbourhood 6f the raw materials which 
are to be used in manufacture. Nor is it important to be 
near a coalJield ",here a factory is to be run, as most of the 
plants making light consumers' goods are run to-day, with 
efectricity rather than coal. The Grid, while it has been 
of great importance in making electric current available 
at a lower price to the general run of consumers, has un­
doubtedly been among the factors' accentuating the south­
ward trend of industry and the piling up of factories in and 
around the Greater London area. 
. It has often been argued that, just as the prosperity of 
British industry in the nineteenth century was based on the 
migration of population to the coalJields, so tho reverse 
movement which has been proceeding of.late must be 
based on real economic forces with which it would be an 
act of unwisdom to attempt to interfere. Did not the 
Industrial Itevolution cause terrible distress to the hand­
loom weavers and agricultural labourers who were left 
derelict in the Southern and Western counties; and did 
not Great Britain all the same emerge greatly enriched 
by the very forces ;Which for a time involved this social 
distress? • 

The .point of view indicated by such questions is for 
two reasons quite unacceptable. In the first place the 
movement of industry to the coalJieIds during the nine­
teenth century was a necessary movement, in the sense 
that proximity to coal and other raw material supplies was 
at that stage an indispensable technical condition of in­
dustrial progress. There is to-day no corresponding 
technical necessity. There is no tethni~tll reason \Vhy we 
should not make artificial silk, motor-cars, gramophones, 
breakfast foods and cosmetics to all intents and purposes 
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where we please; and we are therefore in a position to 
allow ourselves to be guided by. considerations of social 
as distinct from purely technical advantage. In the second 
place, the fact .that the handloom weavers and the labourers 
were allowed to go through prodigious suffcrings in the 
course of the Industrial Revolution is no reason at all for 
tolerating a repetition of these sufferings to-day. If there 
are sound economic reasons why iltdustry must move to 
the South, then let it be moved; but let us be at the pains 
of doing everything that can be done to mitigate the hard­
ships of the transition. 

If, on the other hand, this necessity does not reall1 
exist, but only apjHars to exist, because of faulty 1I0cial 
arrangements and of legal and economic conditions which 
encourage the migration, but can be changed as soon as 
we are prepared to change them, then let us not readily 
accept as conclusive forces which manifesdy involve grave' 
social disadvantages. We should at least make careful 
examination of the balance of good and evil which we can 
hope to achieve by attempting to regulate the operation 
of these forceS. 

The clinching argument often advanced in favour of 
letting the location of industty alone and making no 
attempt at public regulation of it is that, unless the employer 
is allowed to build his factory where he pleases, he will 
refuse to build it at all, so that total volume of investment 
will be curW.1ed and we shall only add more unemployment 
in the now prosperous areas to the unemployment which 
already exists in the declining districts. It is of course 
true enough that, under the profit-making system, no 
Government can compel an employer to erect a factory 
where he thinks that he is unlikely to be able to operate 
it at a sufficient profit. It is true that, if a purely negative 
restriction were imposed on the erection of factories in' 
the areas in which population and employment ha~e 
expanded most rapidly. tmtl ""thing'lst"" _, the probable 
consequence would be that SO"" employers would decide 
against building factories, and that there would be so",, 
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fall in the total volume of employment. But I do not 
believe that the decline would even under these conditions 
be at all considerable. The differences in the real economic 
advantages of alternative locations as between one region 
and another are in most cases. not nearly so large as they 
are often made out to be. No doubt there would be a 
great deal of grumbling; but there would be enough alterna­
tive sites left to give any employer a pretty wide range of 
choice, and I do not believe that in practice many would 
be deterred from embarking upon enterprises which they 
would otherwise have put in hand. 

It would, however, be the wrong policy merely to 
prohibit factory-building in some areas without at the 
same time doing something positive to encourage it in 
others. On a small scale it has already been demonstrated 
that factories can be encouraged to settle in depressed 
districts by comparatively modest inducements such as 
are provided on the Trading Estates recendy created on 
the North-East Coast and in Scodand and South Wales. 
These experiments are, indeed, pitiably small, and provide 
altogether only an insignificant quantiry of employment • 

. But they are valuable in that they show that something 
can be done, as soon as there is brought into existence a 
pub).ic body empowered to take action and to apply its 
mind to the possibilities of industrial reorganisation. 

Oearly, this duty of inHuencing the location of industry 
is one which would fall most appropriately within the 
sphere of action of the Ministry of Planning. The Labour 
party has consistendy argued that it is the wrong policy to 
segregate certain areas-labelled as .. special" on account 
of the severity of depression in them-from the rest of 
the country, and to consider the problems of these areas 
quite apart from the wider consideratiol)sof.a national 
economic plan. The Labour Party objects to the present 
arrangement, not only because the Commissioners for the 
Special Areas are endowed with wholly inadequate powers, 
or because certain districts with claims fully as strong as 
those of the areas now under the Commissionen are 
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excluded from receiving help, but above all because it is 
impossible to undertake any effective planning within the 
Special Areas without any relation to what is happening 
in other parts of the country, or without taking in hand 
the reorganisation of the great basic industries which are 
carried on partly within the Special Areas and partly outside 
them. A Ministry of National Planning would either take 
over altogether the powers of the existing Commissioners 
for the Special Areas, or, if it were desired to -relieve the 
planning authority of detailed administrative duties, would 
become the co-ordinating agency for the Commissioners' 
activities, which would be extended throughout the 
country and greatly widened in scope. The second would, 
in my view, be the preferable arrangement; for it would 
both leave the Ministry of Planning freer to pursue its 
essential tasks and provide the Commissioners with what 
they now pre-eminently lack---. central Government 
department, with a Cabinet Minister at its head. directly 
attentive to theit claims and reqnirements. 

This question will be followed up furth;r in the next 
chapter, in which the reader will have before him the plans 
drawn up by the Labour Party for the re-establishment of 
prosperity in the depressed areas. We shall also there 
discuss in relation to these plans, the means to be used by 
a Labour Government in developing and controlling, in 
accordance with the needs of the people for higher standards 
of consumption, those industries which have to be fitted 
into the structure of a planned economic system while 
they still remain wholly or mainly in the hands of private 
enterprise. 
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CHAPTER xvn 

THE DISTRESSED AREAS 

AT the Labour Party Conference of 1936 it was decided 
to appoint a Special Commission to visit the depressed 

areas and to draw up a plan for their restoration to economic 
health. The Commission set to work and in the following 
year published a series of reports dealing with the problem 
both as a whole and in relation to each separate district. 
It was felt that the continued neglect of these areas by the 
Government, and the failure to produce any constructive 
plan for setting their affairs in order; were symptomatic of a 
general inability to work out any constructive economic 
policy for Great Britain, and that it was incumbent on 
the Labour Party to produce in detail its own proposals, 
which could then be urged on the Government as 
specific remedies for the intolerable conditions then 
existing. > 

, 'Two more years have now passed; but still nothing has 
been done to tackle the fundamental difficulties of the 
depressed areas. They have been awarded a certain 
number of armament contracts, and there has been some 
small progress with the establishment of Trading Estates; 
but in general the situation remains much as it was when the 
Labour Party's Commission made its reports. 

In a preliminaty report dealing with the situation as 
a whole, the Commission emphasised the entire inadequacy 
of the powers possessed by the Special Commissioners 
even within the restricted districts subject to their mandate, 
and demanded that the problem of the Special Areas should 
be entrusted to a Cabinet Minister with a properly equipped 
department at his call, and that the Commissioners should 
become executive officers working under this Minister. 
It was further proposed that the Special Areas should be 
extended so as to include a number of additional districts. 
A neW area-Industrial Lancashire and Cheshire-was to 
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be scheduled; and the existing areas were to be widened so 
as to include all industrial South Wales, most of Central 
Scotland, Tees-side, and certain other depressed districts 
which are at present excluded from the Acts. Moreover, 
it was recommended that power should be taken, subject 
to the consent of Parliament,. to schedule further areas by 
Order without the need for additional legislation. 

The Labour Party Commission, presumably because it 
wished to limit its proposals to measures which could be 
pressed upon the present Government wi/h some hope 
of success, did not propose the establishment of a Ministry 
of P1anning with power to promote industrial· enterprise 
in every part of the country. . But it did clearly indicate 
in both its general and its special reports the limitations 
necessarily attaching to any scheme confined to areas 
suffering from abnormal depression. It showed that the 
fundamental problems of the depressed districts could 
not be successfully tackled without a thorough reorganisa­
tion of their basic industries; and it proposed that power 
should be taken and used to prohibit the building of any 
new factories outside the depressed areas, except. where 
the projectors could prove that there was "a conclusive 
and overwhelming case for their going elsewhere." 

It is indeed evident from the entire tenor of the Labour 
Party's reports that the appointment of a Cabinet Minister 
charged with special responsibility fOI the depressed 
areas was regarded as a preliminary step towards the 
creation of more comprehensive machinery for economic 
planning. Mter advocating a bold policy of public 
investment in these areas, the Commission went on as 
follows: 

.. But if the investment is to bear its full fruits, it 
must be part of a programme of Socialist P1anning. A 
number of our proposals are designed to contribute to 
such a programme. It is our aim to hdp to mobilise public 
opinion, so as to compd even the present Government to 
act more vigorously than hitherto, and to prepare the 
way for another Government, firmly convinced of the 

G 
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necessity for more fundamental changes, at no distant date, 
to take over and complete the unfinished task." I 

It can be assumed, then, that if a Labour Government 
were in power, it would go beyond the interim measures 
advocated in the report, and w.ould set up not a Ministry 
for the Depressed Areas alone. but a Ministry of Economic 
Planning, with jurisdiction over the whole country. 

This, of coune, would not remove the need for special 
help to the areas in which unemployment and distress are 
exceptionally severe. It would not involve the abolition of 
the Commissioners for the Special Areas, but would leave 
them to act as the agents of the Ministry's policy. Indeed, 
it would probably lead to an increase in their number, the 
two Commissioners now responsible for England and 
Wales and for Scotland respectively being replaced by a 
Commissioner for each scheduled area, or at any rate for 
each of the main areas-Industrial Scotland, the North­
East, Cwnberland, Lancashire and South Wales. '-Devon 
and Cornwall, North and Central Wales and the Scottish 
Highlands, .and perhaps certain other backward or impover­
ished areas, IDight well be brought under Commissioners 
of their own, with similar powers adapted to their more 
rural conditions.' 

Certain things could be done at once to case the 
burdens which are at present pressing almost intolerably 
on these very poor and distressed parts of Great Britain. 
One obvious alleviation would be to relieve them of a large 
part of the excessive cost of public assistance. The public 
assistance rates, even since the main body of the able­
bodied unemployed have been taken over by the Unem­
ployment Assistance Board, still remain much higher in 
the depressed areas than in other parts of the country; and 
this discrepancy ought to be removed by a special grant 

• z.._ .,. ",. Dishv_ .Aniu: _ ho".._ 0/1_ AIIiM. 
Lt.bour Party, Jd. Sce also the report OIl lM.J C •• _"d .. Dljltwntl 
.Aniu, publiobcclJn the Report of the Brighton Labou< Party CoaCenoce, 
'9,1. 

·1 Por th. plOb1cm ol the Scottbh Higblaods, ... DuoMIIM '" ,.. HI,,,,..., bJ Dnlcl KoIr. Pact. 6cI. 



THE DISTRESSED AREAS '91 

from national funds, sufficient in amount to bring down the 
local rates for public assistance to the national average for 
the rest of the country.. Moreover, this principle could be 
applied to other local services financed out of rates-for 
example. to certain of the health services, which have got 
into a deplorable condition in many places owing to the 
sheer inability of the local authorities to afford satisfactory 
standards. 

These measures of equalisation could not, however, do 
more than touch the fringe of the problem. The local 
authorities in many parts of the depressed areas are in a 

. desperate position, and need much more help than can 
be given them by the Commissioners under their existing 
powers. When these powers were widened in a:rtain 
respecta by the amending Act of '9H, nothing was done 
except in one respect to help the local authorities. What 
is needed, in the words of the Labow: Report, is "power 
to make grants up to 100 per cent. if he (the Minister to be 
appointed) thinks fit, of the net cost of schemes approved 
by him in connection with any local authority services. 
Both revenue and non-revenue producing smiCes should 
be eligible for grants." Fw:thermore," the Minister should 
not be debarred from making grants in cases where Govern­
ment departments already have power to do so." For 
example, he should be able to make special grants for 
housing, over and above the standard exchequer sub­
sidies. 

The only power of this sort included in the 19H Act 
related to the repair or improvement of streets in the 
depressed w:ban areas. In this field, the Commissioners 
can now make special grants; but this authority falls a 
long way short of what is needed. For example, it would 
be plain common sense for the nation to tske over com­
pletely the maintenance of the main roads throughout the 
scheduled areas_part from the need, to which we shall 
come later, for undertsking large new schemes for the 
improvement of road and other communications. 

There is • special case for helping the depressed a:e.. 
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to raise the standard of their educational setvices. The 
present policy of encouraging the removal of juveniles from 
these districts stands conilemned, because it aggtavates 
the difficulties of re-establishing their economic prosperity. 
If such aleas as South Wales are-left with a large population 
of old and ageing people, and with few young workers 
available for employment in relation to the numbers in 
the higher age-groups, the obstacles in the'way of establish­
ing new industries...in them will be grestly increased. In 
all the depressed districts, the Labour Pazty Commission 
found evidence of strong resentment at the Government's 
policy of transferring juveniles to more prosperous centres, 
both because parents disliked sending their children away 
from home at fourteen, and because it was felt to involve a 
giving up of the attempt to put the depressed areas back 
on their feet. 

Local authorities in theSe aleas need special help with 
school-building. and equipment. Moreover, wherever 
there is a redundancy of juvenile labour, it is obviously 
false economr to allow boys and gids to leave school at 
14, instead of continuing their education. A Labour 
Government, as we have seen, would raise the leaving age 
at once to 1, without any exemptions; but in the depressed 
areas there would be a strong case for the immediate 
adoption (If 16 as the minimum age for beginning employ­
ment. This would, of course, involve an additional 
provision of higher schools; and the cost would have to 
he met out of special grants from national sources. 

Just as there is a case fo~ keeping young people at 
school instead of sending them out to face the risks of 
unemployment, so there is a strong case for enabling the 
older workers to retire from the search for jobs at an 
eallier age in the depressed aless than elsewhere. This 
could be secured in put by a scheme which would provide 
retiJing pensions, at an eazlier age than under the general 
scheme, for workers in such specially depressed industries 
as ,oal-mining or ship-building; or there could be a scheme 
for earlier pensions restricted to the depressed areas rather --
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than to any particular group of industries. Pensions 
under any such scheme would, of COUISe, be conditional 
on retittment from .. gainful employment," on the lines 
proposed in the Labour Party's general pensions pIan; 
and, if the general scheme were introduced on sufficiently 
inclusive lines, the need for a special scheme for depressed 
areas or industries might disappear. If, however, financial 
considerations caused the general scheme to be somewhat 
narrowly restricted in its scope, provision could be made 
for applying it on easier conditions wherever unemploy­
ment among older workers stood at an exceptionally high 
level. 

The measures so far discussed for helping the depressed 
areas are in the main designed rather to relieve their dis­
tresses than to increase their prosperity by making them 
more productive. Of course, any steps taken to increase 
the amount of money income circulating in. these areas 
would contribute towards an improvement in local industries 
by stimulating consumers' demand; but no such help would 
go far towards setting them permanently on their feet. Any 
real recovery must depend on the development of oppor­
tunities for employment either by the revival of the old 
basic industries or by the creation of new industries to 
replace them where they have shrunk. The Act of 1937 
endowed the Commissioners and the Treasury with certain 
additional powers to encourage industrial development 
both in the "Special Areas" already scheduled and in other 
areas in which exceptionally serious unemployment exists. 
Under this Act, the Commissioners were empowered to 
give 6nancial assistance to firms proposing to establish new 
enterprises in the Special Areas, provided that such assistance 
should be limited to • period of five years. In addition; 
the powers of the Commissioners to set up Trading Estates 
were extended, and the Treasury was endowed with the 
power to grant simiIiar facilities in depressed centres outSide 
the Special Areas. But the power to advance money by 
way of loan was limited to • maximum of £z millipns; 
and, although the sum to be provided by Parliament for 
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the establishment of Trading Estates and site com1>anies 
was not made subject to any definite limit, in 1>tactice the 
meaSures taken under these provisions of the 1937 Act 
have been quite small. 

The Labour Party stands for a much more ambitious 
effort. It holds that Trading Estates designed for the 
reception of small factories are all very well as fa! as they go, 
provided that they are well spread about in different parts 
of the depressed areas, and that due 1>recautions are taken 
to ensure that they do not merely cause the migration of 
factories from -one part of these areas to another. But it 
recognises that, valuable as the starting of a number of 
small establishments may be as a supplement to other 
measures, the 1>roblem of employment cannot be solved 
unless large-scale undertakings also can be persuaded to 
settle in such districts as the South Wales valleys. 

The forms of assistance provided by the offer of sites 
and standard factory buildings on Trading Estates and of 
small loans from the Special Areas Reconstruction Associa­
tion or the Nuffield Trust, or from the Commissioners or 
the Treasury imder the 19H Act, may avail to attract a 
certain number of small industrialists to settle in the 
depressed areas; but they are bound to be ineffective as 
inducements to bigger finns. In order to persuade large 
businesses to establish themselves in these areas, it is indis­
pensable for the Government to assume the general 
authoriry over the location of industry proposed in the 
previous chapter. There is, however, no valid reason 
why, with the aid of the National Investment Board, 
effective pressure should not be applied and effective induce­
ments offered. The Board could not only make its pre­
paredness to license a proposed issue of new capital condi­
tional on the location chosen for the new factory meeting 
with its approval; it could also, in suitable cases, itself 
advance capital to the undertaking, or even take up 
shares. • 

If the policy is to lae followed of encouraging new 
industries, large and small, to settle in the areas which need 
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them most, it will be necessary to do everything possible 
to increase the economic attractions of these areas. This 
is largely a matter of improving the means of comrmjoi­
cation. West Cumberland, for example, suffers from a 
very had railway service, from bad roads and a lack of 
facilities for direct road communication with the nearest 
large markets, and from the decay of its harbours on 
account of the shrinkage of the revenues available for 
keeping them in order. South Wales suffers from the lack 
of any way across the Severn south of Gloucester, and from 
had road communications along the head of the narrow 
valleys running down to the coast. In the Tyne region, a 
way of avoiding Newcastle and a bridge or tunnel across 
the river near its mouth are urgently required. In Scotland, 
there is the often-mooted proposal of a ship canal linking 
Oyde and Forth, the need for new road bridges across the 
Forth and the Tay, and the strong case for a greatly improved 
road system in the Western Highlands. In all these 
instances it is plain that what is required is entirely beyond 
the capacity of the local authorities concerned, or of the 
Commissioners acting within their existing powers. These 
and many other problems of better communications will 
have to be tackled as parts of a national scheme, or they 
will never be tackled at all. 

I have no space in this book to detail the particular 
proposals made by the Labour Party's Commission for each 
of the areas in which it made a special investigation. The 
reader who is interested can find them for himself in the 
separate local reports.> Enough has been said to make 
their general purport plain. It will be objected that the 
schemes in question will involve the expenditure of a great 
dcal of money; and so they will. But it must not be for­
gotten that the depressed areas are already costing the 
nation dear both in maintenance for the unemployed and 
in loss of revenue through the disuse of their productive 

• 
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FOwcrs. The sums sFent on them so r..r, indis~able 
as they have been for the mere relief of distress, have done 
nothing more than keep the people alive: they have made 
hardly any contribution towards economic recovery as 
distinct from temForary relief.. It is the Labour Party's 
view that this way of handling die problem is economically 
as well as morally indefensible. It cannot be sound 
economy to allow large areas, endowed with plentiful 
resources of materials, soil fertility and skilled labour, and 
embodying in their existing equipment of buildings and 
public utility services a huge investment of capital, to rot 
away merely because they have lost their attractiveness as 
Iields of investment for the business man in search of 
maximum profit. The business man, in deciding where 
to put his factory, is concerned only, or at any rate primarily, 
with the amount of profits that the capital invested in his 
own establishment is likely to yield: he is not affected by 
the fact that his decision to place his factory elsewhere will 
condemn to destruction or render unprofitable great capital 
assets already invested by others. The State, on the other 
hand, is necessarily concerned with the total economic 
consequences of investment policy, as well as with the social 
consequences in terms of human welfare. If the invest­
ment pf a million pounds in a depressed centre will render . 
productive several million Founds of existing capital that 
would otherwise run 'to waste, the investment is sound 
from the public point of view, even where it may involve 
some direct loss, or at all events a smaller direct Frofit 
than could be secured by the investment of an equivaIent 
sum elsewhere. But from the standpoint of the private 
investor these indirect consequences are irrelevant to his 
decision; for it is no concern of his to assure anybody's 
profit but his own. In that essential difference lies the gist 
of the case for State Control of the direction of private 
investment, and in case of need for the investment of public 
funds in such a way as to maintain existing capital values 
and conserve public services on which large sums have been 
laid out. The more socialisation is 8Fplied to basic 
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industries, the easier it will be for the State to influence 
the location of industry and to help. the depressed areas 
without the need of offering inducements to private 
investors. But under existing conditions it is indispens­
able to accompany projects of public investment through 
socialised services with measUres for the encouragement of 
complementary forms of enterprise, even if this involves 
the use of public money in aid of private profit. It %I1ust 
of course in all such cases be ensured that any priVllte 
enterprise which is helped by the State shall observe fair 
labour conditions and shall fit in with any conditions that 
may be prescribed in accordance with the Government's 
general plan of economic reorganisation. 

CHAPTER xvm 

FINANCE AND BANKING 

THE age in which we live has been called the age of 
Finance Capitalism. As the scale of industry grows 

larger and the complications of the market increase, the 
banker and financier assume an increasing importance in 
the conduct of economic affairs. Capital for large-scale 
enterprises cannot be raised from the investing public 
without the help of wealthy financial institutions which 
sponsor or underwrite the .issues of industrial shares. 
Such specialised institutiOllll as insurance companies are 
in control of large masses of capital which is available for 
investment: the small investors make increasing use of 
investment trusts of VlIrious types, and of other intermediate 
agencies for the placing 9f their money; and over an 
ever-increasing part of the field one form or. another of 
collective investment through large-scale capitalist agencies 
is replacing the personal investment of individual savings 
in production enterprise. 

Moreover, every industrialist and every trader who 
G* . 
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does business on any substantial scale, including the 
ordinary shopkeeper and the farmer, depends continually 
on credit for the ability to carry on his undertakings. 
Overseas trade is financed mainly by bills of exchange or 
similar instruments; and there. exist in the City of London 
important specialised agencies for the discounting and 
acceptance of these bills----A business which is also carried 
on extensively by joint stock banks. For pwposes of 
internal trade and production, business firms normally 
depend on bank loans and advances of short-term credit, 
of which the joint stock banks are the suppliers, through 
their chains of branches extending over the whole country. 
If the financial macbine were to stop, as it threatened to 
stop in the United States at the beginning of President 
Roosevelt's term of office, the productive macbine would 
largely stop too-until there had been time to make 
alternative arrangements for the financing both of current 
purchases and of production for the future. 

Yet money, which is the commodity in which the 
bankers and financiers dcal, is not a real thing, but an 
arbitrary creation designed for man's convenience, though 
often mismanaged to his undoing. The things which 
ordinary people really want to exchange are real things, 
an" not money tokens, which have their usefulness only 
in making such exchanges easier and more general than 
they would otherwise be. If, under the !2pitalist system, 
money tends more and more to predominate and to reduce 
the productive processes of industry to • secondary 
position, that is because the.- is something fundamentally 
wrong with the capitalist system. It is the aim of Socialists 
to reduce money to its proper function of facilitating the 
exchange of real things; and it will be the purpose of a 
Labour Government to take thp first essential steps towards 
this salutary reformation. 

. The existing financial structure of Great Britain is 
based mainly upon three sets of institutiona---the Bank 
of England, the joint stock banks which hold the main 
mass of customers' deposits, and the more specialised 
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Jinancia1 institutions which are commonly grouped together 
under the name of "The City." In addition to these 
institutions there are others which play important Jinancial 
roles within their particular £elds-the investment trusts 
and finance corporations, the building societies, the 
insurance companies, and so on. But it is best to begin 
with a consideration of the three groups of institutions 
which are predominandy dealers in money and in the 
various forms of short term credit. 

Broadly speaking, the Bank of England has the function, 
under the powers conferred upon it by Parliament, of 
determining the tJIIID1UI1 of 1110111.1. Parliament lays down 
certain rules for the management of the currency; but on 
condition of compliance with these rules->r sometimes 
of securing retrospective parliamentary sanction for depart­
ing from them-the Bank of England is legally free to 
manage its business as it pleases. In practice it works in 
very elosely with the Treasury as representing the 
Government; but in the past it has often been very difficult 
to say whether in an emergency the Government finally 
controlled the Bank or the Bank the Government. It is, 
for example, clear that in 1931 the attitude taken by the 
Bank and by other financial institutions in London had a 
great deal to do with the difficulties and with the ultimate 
downfall of the Labour Government. It is no less clear 
that in France the attitude of the Bank of France has 
played a determining part OD a number of occasions in 
defeating a Government which has attempted to pursue 
policies distasteful to the. great financial interests-the 
French call them "The Two Hundred Families." 

The methods by which the Bank of England setdes 
the amount of money that is to be available from time to 
time are, broadly, Bank Rate and Open Market Operations. 
Every week the Bank of England £Xes the rate at which 
it is prepared to re-discount bills held by other Jinancial 
institutions-that is, such bills as it' is prepared to re­
discount at all. Normally bills are not taken to the Bank 
for re-discount acept in an emergency, for the rates 
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charged by it Ite lIS a rule in acess of the rates of interest 
prevailing in the rest of the money market. The Bank of 
England is what is called "a lender of last resort": it is the 
J:efuge to which the financiers fly when they are unable to 
get money elsewhere. The}iank will always lend-to 
approved customers. and that there should be a lender of 
last resort is indispensable if the existing system is to go 
on working. 

The main function of Bank Rate in relation to the 
total supply of money and credit is to be found in its 
influence over the whole complex of market rates of interest. 
When the Bank of England raises ita rates, not only do the 
joint stock banks and other short-term lenders normally 
raise theirs in proportion, so that borrowing becomes more 
expensive over a wide field: the joint stock banks and other 
lenders also scrutinise applications for loans more rigor­
ously, with a view to cutting down their total commitments; 
Thus a rise in Bank Rate makes it not only more expensive 
but also more difficult to borrow; and under normal 
circumstances the ronsequence of such a rise is to reduce 
the total supply of the means of payment available through­
out the community. A fall in Bank Rate has precisely 
opposite results. It sets in motion forces which make 
borrowing throughout the money market both cheaper 
and easier; and it thus leads normally to an increase in 
the total supply of money. 

Changes in Bank Rate have these effects, not of them­
selves, but because the joint stock banks and other money 
market agencies take notice of them. A change in Bank 
Rate need have no effect of itself, if the banks were to 
ignore it. But in practice they cannot ignore it; for the 
Bank of England has other weapons for insuring their 
compliance. A change in Bank Rate is a signal of the 
Bank of England's intentions, which it will proceed to 
make effective in other ways to such an extent as it may 
deem to be required. The most important of these other 
weapons at the command of the Bank is its power to 
engage in what are called Open Market Operations-by 
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which is meant simply the buying and selling of secucities 
on the stock market. 

Whenever the Bank of England buys secucities it pays 
for them with its own cheques; and these cheques ate for 
the most part promptly paid into the various joint stock 
banks and go to incteasc the deposits which all 'the joint 
stock banks IegUIarlykeep with the Bank of England. 
These bankers' deposits at the Bank of England occupy 
a peculiar place in the British monetary system. The 
joint stock banks treat them as the equivalent of cash. 
If a bank has so many million pounds on deposit at the 
Bank of England, it regards itself as possessing that 
amount of er c:ash," which it can then use as a basis for the 
granting of credit to its customers. Normally, the joint 
stock banks will follow the pmctice of granting credits 
in one form or another to the extent of roughly ten rimes 
the amount of their awilable cash resourttS, so that an 
increase of a thousand pounds in the amount of a bank's 
deposits with the Bank of England will normally lead to 
an increase of ten thousand pounds in the amount of its 
loans or other assets. Thus by buying securities out of 
money created by itself the Bank of England can bring 
about a very much larger increase in the amount of money 
flowing into the hands of the public from the joint stock 
banks, 

Sales of securities by the Bank of England work, of 
course, the other way. When the Bank of England seIIs 
some of the latge mass of securities which it always holds, 
the buyers have to pay it for these securities; and they do 
this by v;:riting cheques upon their own banks. The 
payment of these cheques depletes the balances of the other 
Banks at the Bank of England, and deprives them of so 
much .. cash." In doing so, it decreases their ability to 
grant aedits within the eustomary mtio of cash to credit 
by roughly ten times the amount withdmwn on account 
of the Bank's sale of securities. The joint stock banks 
therefore proceed to call in, or not to renew, a number of 
their loans, and the purcha.mg power in the hands of the 
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public is this reduced by lIWly times the amount of the 
actual sales made by the Bank of England. 

This is unavoidably no more than a very rough and 
greatly over-simplified account of the methods by which 
the Bank of England reguIa~ the amount of money.' 
It is not meant to suggest that the Bank of England can, 
in practice, create and destroy money without any limit. 
When a country is on the gold standard, which means 
that the value of its currency is fixed in relation to gold, 
and therefore also in relation to other currencies which 
arc fixed in relation to gold, there are quite narrow limits 
within which a Central Bank can IIWlipulate the supply of 
money, though the manipulation remains of very great 
importance within these limits. When, on the other hand 
• country is not on the gold standard, or on any other 
fixed intemational standard, as Great Britain is not to-day, 
there is no definite limit to the Bank's power to vary the 
supply of money, though • practical limit is imposed by 
the adoption of any policy which is bssed either on keeping 
the value of the currency stable "jad. in terms either of 
any other currency_.g. pound and doIIar~r on main­
taining • stsble level of intemal prices. IT neither of these 
considerations is allowed to be decisive, then there is no 
limit to the extent to which a Central Bank can create 
or aD;wwate money by proceeding towards the opposite 
courses of inBation or defiation. 

In practice, a limit is set to-day by the unwillingness 
of the Government and of the Bank to allow the value of 
pounds in terms of dollars and other currencies to fall­
at any rate by more than a moderate amount.. Broadly 
speaking, the Bank can create additional money only on 
condition that in doing so it does not upset the foreign 
exchanges. Within these limits, it is free to vary the 
amount of money in the hands of the public, with important 
consequences on the condition of industry and employ­
ment. 

I For .. (urthC1' account, ICe WW E~ Wall" x...AI.I AI...,. 
EdIted by G. D. H. CoIc. 
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In the main, the Bank of England settles only the 
_0l1li1 of money available, and not what is to be done 
with it. When it buys securities, the additional money 
which it pays out becomes the property of the sellers, who 
can do with it what they please; and, what is in practice 
much more important, the joint stock banks are in a 
position to increase their loans, and are free to choose 
to whom they will advance the additional money. The 
tiistriblltion of credit among the various borrowers who 
want it for financing production or trade is mainly a matter 
for the joint stock banks. It is the joint stock banker 
who decides whether a particular applicant is or is not to 
receive the credit for which he asks. 

The joint stock banks, of course, are the places where 
both business firms and private persons are in the habit 
of keeping their deposits, on which they draw cheques. 
Firms and individuals pay their receipts into the joint 
stock banks, and pay their debts by means of cheques or 
actual currency drawn from the banks. Business men, 
who grant trade credits to their customers, commonly 
want, at any rate at certain times, to payout more than 
they have received. The joint stock banks, often against 
security, lend them the balance, which is repaid as the 
customers pay for the goods received. Without this 
accommodation, most business firms would need a much 
larger capital than they actually possess; for they would 
have to grant trade credits to customers out of their own 
resourcc:a. 

Accordingly, the power of the banks over industry 
would be very great, even if it were confined to the granting 
or refUsing of short-term credit for financing the nortnai 
period of business turnover. But in fact it eztends a 
good deal further than this; for the banks quite often 
grant credit for longer terms. Moreover, in times of 
high speculation followed by collapse many firms which 
have borrowed heavily from the banks become unable 
to repay their loans to the banks, which then register 
debentures against them, and thus acquin: a first charge 
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on their assets. Businesses which get into this condition 
often pass in effect under the control of the banks. In 
the last resort, the banks may even appoint receivers to 
manage them. 

It is clear that both under normal and, still more, under 
abnormally depressed conditions the banks have very great 
power over industry. They have this power, no doubt, 
not so much because they want it, or know at all well 
how to use it, as because they cannot hclp having it 
under an economic system in which credit is indispens­
able to production. But, whatever the cause, the fact 
remains. 

The banks, then, could, by a refusal to collaborate, 
wreck under present conditions any economic policy of 
which they disapproved. H a Socialist Government set 
on foot an economic plan involving that such and such 
ente!prises should expand their production, and the 
bankers, disliking the plan, refused these enterprises the 
requisite supplies of credit, the plan would fail, unless the 
Government created a rival bank of its own to 6ll the gap. 
Moreover, if the joint stock banks' dislike of the Govern­
ment's plan caused them to feel a "loss of confidence" in 
the security of the economic system, and if accordingly 
they. refused to lend as much money altogether as they 
had been lending before, the inevitable cooscquence would 
be an increase of unemployment_gain, unless the 
Government 6lled the gap by creating the requisite credits 
itself. 

What I have just said may seem to contradict the 
distinction made earlier between the Bank of England as 
settling the "lrtolltll of credit, and the joint stock banks as 
settling its tiUlriblltio". But the Bank of England settles 
only the amount tlIJtliltzbk, and not the amount tKltItll!J lint. 
The joint stock banks cannot exceed the supply of credit 
made available by the Bank of England; but they can 
lend less than this amount. They can cause a depression, 
or even a panic, merely by "losing confidence" in the 
solvency or credit-worthiness of would-be borrowers: 
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they cannot create a boom, or a condition of "full 
employment," without the collaboration of the Bank of 
England. 

It is true that the bankers will themselves lose money 
by refusing to lend up to the limit of the available supply. 
They will lose the interest on the loans they might have 
made. They will not therefore follow this policy for long, 
or except in an emergency. But they could use it-tbey 
certainly have used it in France--very effectively over la 

short period for bringing down a Government they 
disliked, or compelling it to change its policy. 

A Government threatened in this way tould meet the 
situation by creating credit itself. But in order to do this 
it would have either to have its own bank, or to resort to 
special methods of manufacturing money outside the 
banking system-as, for example, the present German 
Government has done on an enormous scale by various 
kinds of transferable bonds, tax-certificates, and promises 
to pay. The latter method involves very large upsets. 
It cannot be ruled out; but it should not be resorted to 
where simpler methods can be applied. The more obviouS 
course is for the Government to take steps which will 
ensure the complianoe of the banking system with the 
requirements of the national economic plan. 

The Labour Party believes that the indispensable first 
step towards ensuring this complianoe is the public owner­
ship of the Bank of England. The Bank is at present • 
private corporation, owned by its stockholders, who are 
chiefly the great City 6nanoe houses. The stockholders 
appoint the Court of Directors, which appoints the 
Govemor, who is thus a nominee of the financiers and not 
of the State. The Labour Party proposes to buy out 
the stockholders by giving them Government stock in 
exchange for their holdings in the Bank. It proposes 
that the Govemor and the other directors shall be public 
servants, appointed by the Government, and that the 
Bank shall become an organ of Government policy, 
controlled either by the Chanoellor of the Exchequer or by 
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a new Minister of Cabinet rank in charge of the whole 
realm of banking and finance. 

H this were done, there would be no question of the 
Bank of England following a financial policy hostile to the 
Government, as there was in 193 I. But there remains the 
problem of the joint stock banks, which would still be in 
a position to obstruct the Government's policy if they 
were left uncontrolled. Ought they, too, to be nationalised 
by the next Labour Government? 

On this issue, there are two schools of thought inside 
the Labqur Party. It is, of course, agreed that the joint 
stock banks ought to become publicly owned III .IDIIII 

.Ila&,: the question is whether it would be necessary for an 
incoming Labour Government to include their nationalisa­
tion among its measures for early adoption. One view 
IS that, by taking over the Bank of England, the Govern­
ment would acquire enough control over the joint stock 
banks to be able to ensure theiJ: compliance with its needs, 
and that, if this turned out not to be the case, it could use 
the nationalised Bank of England as a Government bank 
for supplying any necessary credits refused by the joint 
stock banks. The opposing view is that the control of 
the Bank of England would not be enough to remove the 
danger of a "strike" by the joint stock banks against the 
Government's policy, and that there would be considerahle 
dangers in using the Bank of England, or a new subsidiary 
bank created under its auspices, as a supplier of credit 
in opposition to the joint stock banks; and that, accord­
ingly, it would be better immecliatdy to take over the 
joint stock banks as well as the Bank of England. 

This issue was thrashed out at the Labour Party 
Conferences of 1931 and 1933, with the result that the 
Labour Party Executive was instructed to lay plans fur 
taking over both the Bank of England and the joint stock 
banks.' It is accordingly the policy laid down in E.,. 
SfNittlis6I I11III PIIm, which is the document embodying. 

I See CIInIffIY. BOIIAi." _ Fi_. Labour Party. ad •• 1IId S __ 
Ih CtJtOiiliM .., ,'" P"P/" Labour Put)'. ad. 
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full general statement of the Labour prognunme. But 
wben, in 1937, the Labour Party decided to issue a shorter 
Imm.Jiaff Programme, including only a selection &om the 
proposals set out in the main prognunme, all reference to 
the joint stock banks was omitted, whereas public owner­
ship of the Bank of England was given a prominent place. 
It is therefore to be assumed that the Labour Party, though 
it does propose to bring the joint stock banks under public 
ownership in due course, does not mean to include their 
socialisation among the measures which are to be given 
priority by an incoming Labour Government. . 

Personally I regret this; for I regard public ownership 
and control of the entire banking system as the key to the 
effective development of an economic plan. I believe that 
control over the distribution of credit would be the most 
powerful instrument a Socialist Government could apply 
for ensuring the compliance with its plans of enterprises 
still remaining under capitalist ownership. 

I can, however, sec the case on the other side. There 
is no doubt that the taking over of the joint stock banks 
is a policy which can be very easily misrepresented. In 
fact, the deposits of the public ).VOuld be much safer in 
publicly owned banks than they can ever be in banks 
under capitalist ownership. Anything like the collapse 
in America. in which many thousands of depositors in 
privately owned banks lost their savings, would be 
impossible under public ownership. But it would not 
be easy to make the depositors see this, in face of the 
terrific scare campaign that would certainly be launched 
in the press and on the platform and over the wireless. 
The Labour Party remembers vividly the effects of the 
entirely baseless scare launched in 1931 about the insecurity 
of the deposits in the Post Office Savings Bank, which the 
Government was accused, without any foundation, of 
having squandered. The party leaders are afraid to face 
a similar campaign of calumny and misrepresentation, 
unless they really must. 

Moreover, small business men and private persons 
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with bank accounts, as well as great capit:alists, dislike the 
idea. of the Govemment knowing about their financial 
U&irs. They have no love for the joint stock banks; 
but they are apt to like even less the notion of theGovem­
ment having access to their. pass-books. Guarantees 
could, of course, be given against improper use being made 
of such knowledge; but even proper use is calculated to 
arouse considerable opposition among the middle as well 
as the governing classes. 

In addition, some lea.ders in the Labour Party are eager 
to avoid a Labour Government taking on too much at 
once. They do not want the Government to be responsible 
through a socialised banking system for the entire. process 
of granting credit to industry, but only for securing that 
credit shall be available where it is needed within the limits 
of the partial economic plan that can be set on foot at 
once. 

I appreciate these reasons; but I am not convinced. 
If, however, the taking over of the joint stock banks is 
to be deferred, I feel sure it will be necessary not only to 
take over the Bank of England but also to set up under 
its auspices a separate deposit bank which can undertake 
all types of banking business, including the creation of 
any credits needed in connection with the Govemment's 
economic plan, wherever these requirements are not fully 
and satisfactorily met through the existing banks. In 
addition, the Bank of England could use its inBuence 
to develop the Co-operative Wholesale Society's Banking 
Department into an e/fective agency for the furtherance 
of its plans. 

When the joint stock banks do come to be socialised, 
the method at present proposed by the Labour Party is 
the amalgamation of all the banks taken over into a single 
unified Banking Corporation. This would eliminate the 
competition between banks, and make possible the closing 
of a latge number of redundant branches at a considerable 
saving in cost. Here I feel that the suggested policy may 
have to be reconsidered; for I am not convinced that the 
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proposed body would not be too large for efficient 
administration. I agree that the division between the 
existing banks has no logical foundation, and involves 
great waste. But I think, even if the Government began 
by amalgamating all the banks into one body, that this 
would be only the lint step-towards sorting them out again 
into more rationally. organised groups-probably for the 
most part on regional lines, although there would be 
room also for institutions specialising in particular kinds 
of credit. including special banks for long-term and 
intermediate credits for both industrial and agricultural 
purposes. 

Even if the joint stock banks are not socialised' at 
once, some control should be established over them. 
This could be done by means of a licensing system, so that 
each bank would operate under a Government licence. 
which would be withdrawable if anyone of them tried to 
use its power to obstruct the general economic plan, or 
to bring about a "loss of confidence" leading towards • 
financial panic. Such a system of licensing would continue 
to be needed after socialisation; for the Government 
would not take over the foreign and colonial banks which 
have offices in London, and these could operate under 
licence. 

It would. of course, be necessary, when any bank's 
licence had to be revoked, for the Government to assure 
its continuance, in the depositors' interests, either under 
reconstructed management, or by amalgamating it with 
some other bank; and power to effect this would have to 
be included in the Act bringing the joint stock banks 
under control. 

There is much to be said in favour of extending the 
system of licensing to the financial institutions which go 
under the collective name of "The City." Discount 
houses, acceptance houses, and issuing houses are' all 
engaged in operations which need to be closely co-ordinated 
with the banking system. The Bank of England already 
exerts a considerable informal control over these agencies. 
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It is able to do this, because it is itself largely controlled 
by their nominees, and therefore they lave no objection 
to f.alling in with its views. But when the Bank comes 
under public ownership and control, the position will be 
clliferent. It will be necessary.to give the Bank's hold 
over .. The City" a fonna.l and legal basis.' 

For the control of this licensing system, and later for 
the direct supervision of the socialised joint stock banks, 
it will be neces~ary to create an insttunJent. Thus, even 
if the joint stock banks are not socialised at once, the 
Banking Corpomtion proposed by the Labour party should 
nevertheless be set up without delay, and should be en­
Unsted with supervisory powers over the commercial 
banks, The Corpomtion would need to work in dose 
co-operation with the socialised Bank of England and 
with the National Investment Board, and also with the 
Ministry of Planning. Its function would be mainly to 
ensure that adequate short-term credit should be made 
available for all enterprises approved in accordance with 
the national econ01nic plan. It could also take under its 
supervision the existing Export Credits Department and 
other agencies for the supply of short-term credit under 
Government control. 

So much for the machinery. Now for the policy 
which is to be used to carry it out. I lave insisted through­
out this book that the ainJ of a Labour Government will 
be to secure the fullest possible employment of all the 
available resources of production, and their use to promote 
the highest practicable standards of living. This implies, 
in the first place, a credit policy and a policy of investment 
designed to ensure the largest possible output of goods 
and services. 

To this end. credit must be made both plentiful and 
cheap. The rates of interest for all approved loans must 
be kept as low as possible, in order to reduce costs and 
stimulate enterprise; and advances must not be refused to 
any borrowers whose services are required for the cnla.rge-

a For. fuller dilcuuion. sec ThI Cib TtNlD. Fabian Society. n. 
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ment of useful production. This means that the socialised 
Bank of England must be prepated to create funds and 
secwe their circulation through the banking system to the 
full extent tequircd to bring about an expansion of pro­
duction up to the point of c. full employment" --that is, 
the reduction of unemployment to the unavoidable 
minimum. The action of the Bank in creating this supply 
of credit will of itself hdp to keep interest tates low, by 
holding up the prices of gilt-edged securities; and the 
Bank will of course also keep its own tate low. 

The obstacle to the success of this policy is that the 
increased supply of money may, by placing more pun:hasing 
power both di=:tly and indi=:tly in the consumers' 
hands, cause suppliers to taise prices, and thus set iniIation­
ary forces in motion. In order to prevent this, it will be 
indispensable for the Government to assume control over 
the prices of all essential goods, to be exetcised strongly 
wherever there is any sign of profiteering. There is no 
sound economic reason why an increase in the supply of 
money to the point required to induce "full employment" 
should increase the costs of production as a whole. It 
will in fact taise costs in some cases, and lower them in 
others; but the latter ought to be the more numerous 
class if the policy is instituted at a time when there ..., 
considerable productive capital resources lying unused, 
and many cases in which factories can leduce the unit 
costs of output by producing mon:. 

It is, however, certain that, in the absence of price­
control, an increased supply of money would cause prices 
to rise; for in many cases capitalists would be able to make 
higher profits by raising prices than by producing mole. 
They must be r-revented from doing this, or the whole 
scheme will lm:aIr: down. It will be one of the most 
important functions of the Ministry of Planning to keep • 
regulat watch 011 prices in all sections of the economic 
order. My own view is that. in this matter, we can take 
a lessOll from the Totalitarian States. Germany has been 
able to finance her vast plans of re =p1oyment without 
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1'UIlaway inlIation only because prices have been rigidly 
controlled. No increase in the price of any essential 
commodity should be allowed without special pcnnission, 
to be granted only after objective enquiry; and there should 
be drastic powers to punish all /inns guilty of profiteering, 
and thus sabotaging the national plan for the benefit of 
their private interests. 

Having assured by its own programme of public works 
and economic expansion, by a liberal credit policy, and by 
a firm control over prices, that increase in production and 
employment at which its economic policy will primarily 
aim, the Government will have to ensure· that not merely 
more things, but also the right things, are produced. 
This will be the objective of its economic plan and of its 
control ovu the conditions of investment and short-term 
credit. Therewith, as output increases, the Government 
will have to ensure that the increased purchasing power 
passes into the right hands. Prices and wages are of 
necessity closely related, both becsuse higher wages 
usually, though not always, involve in the short run 
increased production costs, and partly becsuse higher 
prices inevitably lead to wage-demands. The Govern­
ment will need to strike an appropriate balance between 
Rising wages and keeping the cost of living down. If 
prices are to be kept low, money wages csnnot be so high 
a. they could be at a higher level of prices. The worker 
. cannot have it both ways. It is therefore the more 
important to ensure that the first claims for higher 
incomes shall be those of the lower-paid wage-camers 
and of those living on unemployment or health benefit 
or on unemployinent assistance or public assistance; 
and it is also the more important to provide, either by 
Family Allowances or in other ways, for the needs of the 
larger families. 

The whole question of a higher standard of living 
based on higher production ia of course bound up closely 
with the question of foreign trade. Even if home produc­
tion of food and other necessaries is rapidly increased, • 
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larger purchasing power will mean more imports. for 
which payment will have to be made. This sets limits to 
the power to create additional money; for if the increased 
supply of money caused its value in terms of other cunencies 
to fall imports would become more expensive. It is true 
that the same cause would cheapen our exports to overseas 
buyers; but there is no guarantee that exports would 
expand enough to make possible the increased imports 
that would be required. Here is an additional reason for 
controlling prices. in order to prevent a rise in them from 
leading to a demand for the creation of more money. even 
at the cast of depreciating the currency and making im­
ports dear. 

Foreign trade is vital to Great Britain. under any 
economic system; In the Labour Party there is wide­
spread dislike of the protectionism which has been de­
veloped since 1931; and there are many who banker after 
a return to the traditional system of Free Trade. But in 
face of the growth of economic nationalism all over the 
world. and of the adoption by such countries as Germany 
and Japan of new methods of State-aided barter and sub­
sidised trading which threaten to shut out British goods 
from one market after another. everyone knows that a 
return to Free Trade is totally out of the question. 

Nor should Socialists desire it. Our task is to devise 
new collective methods of trading which instead of pre­
wnting foreign trade will encourage and develop it under 
the conditions appropriate to a planned economic system. 
We must advance towards the planning of international 
exchange by import and export boards for the principal 
commodities. by trade treaties and agreements designed to 
lower tariffs and other barriers and to provide for the 
organised exchange of goods. and above all by trying to 
build up an effective system of economic as well as political 
collaboration among the countries which stand for peace 
and democracy. We must use for these purposes the 
machinery of the League of Nations. as far as it can still 
be made to work; and at the same time we must do all that 
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CUI be done to improve labour standards internationally 
through the International Labour Organisation and the 
international Trade Union movement.' 

CHAPTER XIX 

PUBUC FINANCE AND TAXATION 

I DO not propose in this book to attempt to draw up the 
budget of a Labour Government, or to estimate in detail 

the cost of the plans advanced in earlier chapters. This 
matter is, of course, very important; but conditions change 
so rapidly that any estimate I could put forward would be 
speedily out of date. There is, moreover, a further diffi­
culty. The Labour plan is, above all else, a plan for 
increasing production and employment by further develop­
ment and better use of the available economic resources. 
If I were to add up the expenditure involved in all the 
various plans discussed in this book, the total would 
obviously come to something more than could be financed 
out of the ,xiJliIIg national income without higher taxation 
than anyone proposes to exact. But in most cases the 
expenditure is designed to increase the national income; 
and any calculation which ignored this increase would be 
valueless. On the other band, I do not pretend to be able 
to estimate, in pounds, shillings and pence, /;(fIIIltlllrb increase 
in the national income the measures discussed in this book 
would produce in. say; one year or five. I believe the 
increase would be very large-much larger than the I J 
per cent. which !night seem to be suggested by the existing 
level of unemployment.- I believe too that it would be 
steeply progressive. because an assured policy of econo!nic 
development would speedily bring new powers of pro­
<luction into play. Great Britain's industriaI output, 

1 See For Son.u- -' PMr. Labour Party. ad. 
o Man:b, 1~'\Jo 

• 
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despite persistent unemployment, rose by nearl}" a quarter 
between 1919 and 1937. It could obviously be mised very 
much faster if the main efforts of those responsible for 
economic policy were directed to. increasing instead of 
",strieting output. 

The expendituIe involved in the various projects which 
I have outlined falls under two heads---ou:tent expendituIe 
and capital expendituIe. TC? the former head belong 
inCIeases in health and unemployment payments, pensions, 
educational and health services and family allowances (if 
they aIe provided), continuing subsidies to loeal authorities 
for housing or other putposes and. in short, all charges 
which aIe not expected to bring in an equivalent economic 
",turn in the form of public income. Under the second 
head come the sums to be spent in productive investments 
in industries and services of all sorts, including the main 
part of housing expenditlUe, but not including any subsidies 
to be given in aid of uneconomic services. Sums spent on 
armaments belong to a class apart. Normally, such expen­
dituIe, being entirely unproductive. ought obviously to be 
met out of ",venue; but under the conditions of to-day 
that is clearly impracticable, and borrowing for rearmament 
is the only possible policy. It should be added that this 
policy is advisable under present circumstances for an 
additional IeaSon. The present Government, in refusing 
to follow a policy of national economic development through 
.. full employment," has been allowing the ",sources of the 
community to run to waste. Borrowing for armaments 
does bring some of these disused resources into employ­
ment, WhCIeaS taxation would not, because it would ",duce 
the purchasing power left in the hands of the tu-payers. 
But this borrowing is only possible b«tzttn wc were leaving 
valuable productive resources unused before we began to 
Ieartn. If wc had then been putting our resources to full 
use, Ieartnament would have had to be paid for out of 
income, because it would have involved transferring men 
and capital from making other things to making instruments 
of war. 
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Under ,ideal conditions it is sound policy to meet all 
non-productive expenditure out of c:urrcnt revenue, and to 
make provision, also out of revenue, for a reasonable 
sinking fund against expenditure on capital account. 
Subject to this provision, the mpney needed for reproductive 
investment should be borrowed, and not raised by taxation; 
for, if it is raised out of tliXes, the eikct may be so to depress 
purchasing power as to cause a slump. 

These rules, however, 'apply only if the available 
economic resources are in fact being adequately used. If 
they are not, additional purchasing power is needed, and 
it is certainly wrong to do anything that will reduce pur­
chasing power. The incurring of budget deficits, in order 
to finance capital expenditure, is a way of increasing 
the . volume of production, and therewith the national 
income. 

I should go further, and say that, if widespread unem­
ployment exists, the State is economically justified in 
creating additional money without paying anyone for the 
ptivilege. Why should the State b,m)", money, and pay 
interest on it, in order tocrcate more economic activity, 
when it can perfectly well itself create the additional 
money without incurring any interest charge? Of course, 
I do not suggest that the State can create money tuJ /iI, 
in this way, Nor can it borrow tuJ lib. But if it is desirable 
to allow the banks to create £x millions of additional money, 
why may .not the State create the money itself? It will 
be able to do so, as soon as it has turned the Bank of England 
into a public institution, to exactly the same extent as the 
Bank itself can to-day. 

This proposal may sound very radical; but it is not. 
The bankers now create money out of nothing; and the 
State, in taking over the banks, will naturally take over this 
power, which never ought to have been allowed to fall into 
private hands. It will cover its capital needs partly by 
borrowing and partly by direct creation of money through 
the Bank of England. The correct proportions will depend 
on the current economic situation. That is all there is to it; 
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and thete is nothing very startling or radical about the 
change, important as it will be. 

As resources become more fully employed, the taxable 
capacity of the nation expands, and increased taxation, 
provided that it is rightly distributed, becomes a valuable 
instrument for preventing wasteful expenditure. How 
high taxation can be pushed depends mainly on three factors 
-the excellenoe of the scheme of taxation itself, the degree 
to which economic resources are being effectively used, and 
the extent to which provision for new investment is being 
made out of public instead of private resources. The most 
formidable argument against high taxation of the rich 
evaporates if the rich are no longer called upon to provide 
by saving for the bulk of the new investment required. 

The labour Party believes that direct taxation is in 
general much to be preferred to indin:ct taxation. It 
dislikes protective tariffs, not only because they obstruct 
trade, but also because they tu: the poor heavily in relation 
to their inability to pay. The Labour Party wants to 
reduoe tariffs, and to do away with them where satisfactory 
arrangements can be made for organised international 
exchange. 

Where it needs to raise more money by taxation it 
proposes to do this mainly by din:ct taxes. A Labour 
Government would make the surtllll: on large incomes 
heavier and more steeply graduated, and would readjust 
income tu: so as to increase the burden on the higher, while 
reducing it on the lower, incomes. It would revise tax 

allowanoes, and make much more stringent provision against 
tu: evasion by means just inside the existing law. It would 
also, pending complete public ownership of the land, impose 
taxes on the owners of land values in order to appropriate 
the increased increment arising from urban and other forms 
of development. The labour Party does not intend, when 
it increases the prosperity of agriculture, to put large 
increases of value. into the landowners' pockets.> 

1 For the Labour ~. tuatioo plOpOlak. lee F. Son.JinI .. p,." 
p. l40 labo .. Party, .d., ODd l.MrIIIr', J_.,. Prou--, p. ,. 
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The Labour Party's remaining principal proposal for 
increasing public revenue is that the existing methods of 
taxing inheritance shall be radically revised. The existing 
Death Duties have done practically nothing to reduce t1ie 
inequalities in the distributio~ of property: they have at 
most only checked the tendency for these inequalities to 
grow still more extreme.1 The Labour Party, as a Socialist 
Party, necessarily stands, on the one band. for the complete 
abolition of the system which allows the inheritance of large 
fortunes, and on the other for a much wider diffusion of 
the power of parents to leave to their children personal 
possessions and small savings which will increase economic 
independence without opening the door to class-domina­
tion. 

Immediately. a Labour Governmeot may do no more 
than raise aod readjust the existing Death Duties. But it 
will proceed before long to much more ambitious measures. 
The probable course of these later developments will be the 
adoptioo. in some form, of what is commonly known as the 
"Rigoano" scheme after the Italian economist who lint 
put it forward. Under this scheme. in one of its forms, 
which will serve as an example, the capital of those dying, 
beyond a minimum amount which can be left absolutely to 
the heirs, becomes the property of the State, but is subject. 
for the life of the next heir, to an annual charge fixed at 
such proportion of its income-yielding capacity as may be 
thought desirable. If this proportion were one-half, the 
heir or heirs would receive &om the State an annuity for 
life equal to half the income derived &om the property; 
but upon the death of any such beneficiary. the property 
would be released &om this charge, and would pass un­
encumbered into the bands of the State. Other forms of 
the scheme provide for the cootinuance of the annuities, at 
a lower rate, for a second life. Yet others provide that the 
heir should retain, say, half the capital left him. but that this 
should pass to the State on his death. or alternatively after 

I For the figuree, lee TIi< Cooiitiott'f Sri"" by G. D. H. ADd Marpn:. 
Col .. 
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two lives. But the forms which involve complete transfer 
of the capital immediately involve many fewer complica­
tions, and are gready to be preferred. All these variants 
have this in common. After one or two lives the entire 
property, beyond any minimum exempted under the law, 
passes into the hands of the State. This does not prevent 
the accumulation of new fortunes; but it does stop the 
indefinite transmission of wealth &om generation to genera­
tioo, and it does mean that the accumulation of new fortunes 
would depend much more than at present on ability and 
much less on the possession of a nucleus of inherited capital. 

Necessarily, if property were continually passing to the 
State on the death of its owners, the State would have to 
retain and administer this property-for any attempt to 
throw it on the market would fail for want of buyers. 
The State, therefore, would speedily become owner or part­
owner of a wide range of industrial undertakings, and the 
Natiooal Debt would be gradually reduced as the State bonds 
became public property on the owner's death. In this way, 
socialisation would proceed pic-ccmeal, quite apart &om 
measures foe public acquisition of particular industries, 
such as coal-mining or steel manufacture.. Moreover, the 
State would acquire this ownership as the annuities ran out, 
unencumbered by any charge. It would be real socialisation 
of wealtb-tlot merely a transference to public ownership 
subject to the payment of interest on the assets acquired. 

For the administration of this publicly acquired property, 
either the Office of the Public Trustee could be expanded, 
or a speclal department could be created under the Natiooal 
Investment Board. Policy would in any case have to be 
closely co-ordinated with that of the Natiooal Investment 
Board; and State voting rights in concerns pardy taken 
over would be used to further compliance with the natiooal 
economic pIan. Concerns wholly taken over would be 
sorted out under appropriate forms of management. Some 
might be sold back to private owners, and the money used 
to purchase other undertakings which the Govemment 
wished to acquire in the public interest. 
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A scheme of this sort has the great advantage that it 
can be made, at the outset, as drastic, or as mild, as may 
seem to be desimble when it is introduced. It is clearly 
the way of wiping out large capitalist fortunes that will 
involve the least dislocatioq, the least hardship to the 
present owners, and the greatest opportunities for pro­
gressive Socialist growth.1 

Apart &om proposals designed to extinguish great 
fortunes by the taxation of inheritance, there is no reason 
to believe that the limits of current taxable capacity in 
Great Britain have been nearly reached, provided that 
higher taxation is accompanied by effective measures for 
enlarging the national income by the further use of the 
available resources of production. But it should be made 
clear that there are nauow limits to the possible increase of 
taxation unless these, constructive measures are taken as 
well. Neither the Labour Party nor any other party can 
promise to hand out large additional sums with the object 
of raising the standard of living unless it makes provision 
for securing a larger national income out of which these 
benefits can be financed. Purely" eleemosynaty" policies 
are doomed to break down. If we want to make the poor 
richer, we must do it by making full use of all our resources 
~ order to increase productive power. Let us by all 
means tu the rich; but let us not pretend that, merely by 
taxing them, without putting the resources of the nation 
to better use, we can do more than a little towards improving 
the standard of living for the whole people. 

1 See further, for the Rignmo ocheme, TM S.n.J Swufi<- </ D .. tj 
Dllliu, by E. Rignano, edited by 1.0..1 Stamp. For 8C"cnI ID propc>l&la. 
tee A Sod.u.tl IJ.J"I, by Colin Clark. Fabian Society, 6d .• and T.xMiOll 
... C.pitolU_, Fabiaa Society, 6cI. Sce aIIo OD acdJa1. book, Till 
StJti.Jill Cm, by Douglu IIY. ColiD Clark', pamphle. oontainl ~ very 
uldi.d analYlit of the: probable COlt of the measures to which the Labour 
Party '\VU committed up 10 1,,,, with propoaala for mcctins cbia COl'. 



COMPENSATION 22, 

CHAPTER XX 

COMPENSATION 

"Tb. Pllb/ic II<fJRisitioll of illliNs/riu dI"l s"";m "'ill ;/Il101., 
th, pqymmt of fair tompmsatioll ID ,x;sting o""'''s .. hilt th.nofler 
the former o.,ners as SIK], S/;Oll/d hav, no fvther part of any killd ill 
th, GOnfrol or manag,m'lIt or polity or fillal/cIS of the pub/ic!J-o.,n,d 
tollC,rn. The sugg,st,d basis of comp,nsatioll, broad!J,;s th, lI,t 
reasollabl, mailltaillab/, MJ",Il, of th, ;ndllstry <OlItt"",;." 

Por' Socialism and Yeace 

THE Labour Party proposes, when any industrial 
enterprise ;u other kind of property is transferred 

from private to public ownership, that the State· should 
pay reasonable compensation for the assets which. are 
taken over. As we have seen, the ultimate object of the 
Labour Party as a Socialist party is both to abolish private 
ownership of the essential means· of production and to do 
away with the excessive inequalities of wealth and income 
which are bound up with the system of private ownership. 
It cannot, therefore, propose permanently to burden the 
community with charges incurred through the taking over 
of property which it regards as representing an unjustifiable 
claim. It would, however, be manif!:!>t1y unfair to treat 
one class· of owners very differently from another, or to 
confiscate one sort of property while leaving other sorts, 
to which the owner's title is no better, for the time being 
untouched. The Labour Party is not proposing to socialise 
all industries simultaneously, or to pass suddenly and com­
pletely from a capitalist to a Socialist system. It means to 
begin with those industries and services which it is most 
necessary for the State to acquire, either in order to re­
organise their affiUrs or because they exert so imporW\t 
an influence over the life of the community that it is 
indispensable to make their conduct a matter of public 
policy with the least possible delay. But it would never 
do, under such a gradual scheme of transference from 

B 
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private to public ownership, to take away the property 
of colliery-owners or railway shareholders without any 
compensation, while leaving, say, motor-car manufacturers 
or master printers in full possession of their establishments. 
The right way of "confiscating" the property of the 
capitalists is the way of taxation, including, as _have seen, 
the drastic taxation of inheritance. The socialisation of 
particular industries M serviceS must be so arrI.t1ged as to 
tfl.t1sfer future increments of value to the public; but it 
cannot, under the Labour Party's scheme, be so mI.t1aged 
as to serve at the same time as a mel.t1s of taking away the 
property of those whom society has hitherto accepted as 
legitimate owners. 

k is necessary to pay compensation; but it is no less 
necessary to eSsure that the amount paid shall not be 
excessive. In . the past, when enterprises have been 
transferred to public ownership, excessive prices have 
commonly been paid. The latest instance of this error, 
still fresh in many people's minds, is to be fuund in the 
proceedings under the London Passenger Transport Act 
of 1933. Under this Act,the London P~enger Transport 
Board was burdened with a weight of compensation 
much berond what was justifiable; so that the shareholders 
of certain of the undertakings which were acquired fuund 
themselves in receipt of large windfall gains either in cash, 
or through the appreciation of share values, between the 
time when the basis of compensation was known and that 
at which the properties were actually taken over. More­
over, the need to earn a revenue sufficient to pay the 
inlIated charges which compensation has placed upon the 
Board is now being made the excuse fur the raising of 
fares throughout the London area; and it also stands 
furmidably in the way of claims by the transport workers 
fur improved conditions of employment.' 

pn what basis, then, ought compensation to be paid 

I F01' OIl oa:oun. or compensation under the LondOll Puocoscr T ..... port 
, Act and under other Ichcma. I.Dd for an uccl.Icnt gencnl cl.iscuaaion ol the 
psoblcm .cc H ... M"'" C_",.,.Ii.,,' b1 Emco. o.vico, Fabioa SocIc.,., , •• 
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in order to ensure fairness both to the past owners of the 
transferred undertakings and. what is no less important, 
to the public. The broad principle Which the Labour 
Party has laid down is that of "net maintainable revenue." 
It proposes that an endeavour should be made in each case 
to asce~ what incomes the displaced owners could have 
expected to continue t~ enjoy in ~e future if their under­
takings had not been acquired by tl].e public, and to com­
pensate them by the payment of so many years' purchase 
of the annual income thus arrived at. The number of 
years' purchase that would be appropriate would naturally 
vary from case to case, not only according to the 
different circumstances of the various industries . but also 
according to the current and expected course of interest 
rates.1 

There are, however •. certain important qualifications 
which must be borne in mind in applying this general 
principle. "Net maintainable revenue" may be as fair a 
basis as can be found where the undertaking has been 
carried on under conditions not involving any greater 
degree of exploitation of the public than is inherent in the 
ordinary operations of capitalism. But it would be wholly 
unreasonable to compensate a monopolist who has been 
in enjoyment of excessive profits on the basi§ of these 
profits. on the score of his expectation that his monopoly 
would be allowed to continue without interference. 
Wherever it appears that an exceptionally high return has 
been earned on the capital of an undertaking which is 
being acquired, the reasons fur this high return will need 
to be carefully scrutinised and the basis of compensation 
adjusted so as to ensure that the public is paying notliing 
for monopoly "rights," as distinct from net maintainable 
revenue in the absence of monopoly. 

Moreover, great care will have to be taken to make 
sure that claims are not inBated by the expectation that 

I For Labour'. compensation proposals. see the tcport OD Pllblit 0.",,,.­
ship aJ Co.,p.uMiOll, publiahcd in the Report of the Southport Labour 
Party Conference, 1'9'4. Sce also the relevant section. of the repo~ 
dealing with socialisatioo of particulu industries and services. . 
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the enterprise is to be taken over by the public. It is, for 
example, fully possible ror some classes of undertaking to 
inflate their current profits by neglectirig to make proper 
provision for the renewal and improvement of their plant; 
and it would be manifestly unjust to pay compensation 
on the basis of an annual reVenue swollen in this way. 
Such a revenue would not be .. maintainable": • it would 
be based upon a wastjng capital asset. Instances of this 
abuse can be easily found where electricity or water \Ulder­
takings have been taken over by municipalities from private 
companies; and it would be exceedingly easy to allow such 
properties as coal mines or mercantile Beets to deteriorate 
if there were an expectation of their being socialised on the 
basis of their current declarations of profit. The principle 
of net maintainable revenue will need to be very strictly 
interpreted if it is not to lead to excessive compensation. 
All capital assets of a physical kind are in some degree 
wasting assets: their utility does not last for ever. Land 
alone remains; and the fertility of land can be destroyed 
by ill-usage. . 

Various alternatives have been suggested to. this 
principle of net maintainable revenue. It bas been pro­
posed, for example, that the State should have each 
property wlued on ordinary commercial lines, as it might 
be valued for purposes of a private sale. This may indeed 
be the most satisfactory way of acquiring certain types of 
undertaking, especially I small undertakings conducted as 
private businesses, as distinct from public companies. 
But it would be an immensely complicated method to apply 
save in exceptional cases, and would probably involve 
prolbnged delay over valuation and subsequent arbitration 
proceedings, which would eat up a good deal of money in 
costs. Moreover; valuations of this sort are notoriously 
speculative, and exceedingly difficult to apply fairly as 
between more and less prosperous times. A second 
alternative would be to take stock market quotations 
averaged over a period as the basis for compensation; 
but this could be applied only to securities regularly quoted 
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on the Stock Exchange, and it would in volve the funda­
mental disadvantage that the Stock Exchange is highly 
subject both to speculative influences and to alternate 
erron of over-valuation and under-valuation of assets. 
The London and Cambridge Economic Service's index of 
the average market value of industrial shares fell from 
100 to 60 between 1929' and 1932; rose to nearly 116 on the 
average of 1936, and was down below 83 in January, 1939. 
Day-to-day fluctuations were of course very much greater 
than this. Plainly, stock market quotations do not 
furnish a satisfactory basis for assessing compensation 
payments. 

On the whole, then, net maintainable revenue seems a 
f.airer principle than any other which can be laid down for 
general, application. The fairest course is to give to the 
displaced owners of publicly-acquired undertakings a 
continuance of their incomes over a period of years, in 
such a way that the incomes which they continue to receive 
represent a capital value broadly equivalent to that which 
they have been called upon to surrender. This raises the 
question of the comparative security of income under 
private and public ownership. If the State were to 
guarantee absolutely to the displaced owners, the same 
income as they had previously been receiving without any 
guarantee, the recipients would be obviously better off 
under the new conditions than under the old. But it 
would bot be fair to the public that they should be better 
off. The aim should be to make them neither better off 
nor worse off than before., 

Thus, if compensation takes the form of an unqualjJied 
guarantee of income in perpetuity-subjeet, of course, to 
the State's right to tax both the income and the capital­
it will be fair that the displaced owners shall receive smaller 
incomes than have accrued to them in the past in proporti~n 
as their security will be increased. In other words, it is 
fair that they should receive a smaller number of years' 
purchase than would otherwise be granted. It is not, 
however, to be taken for granted that the State would 

, 
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concede j:h.is unqualified right to income. It would prob­
ably do so where the displaced owner hlId been previously 
in receipt of &icly secure debenture interest, or perhaps a 
stable return on a reliable preference share; but, in paying 
for securities yielding a variable rate of dividend, the 
State would be free to choose between conceding a fixed 
and assured rate of interest backed by its own guarantee 
and merely charging the annual sum payable against the 
takings of the socialised industry, without any guarantee 
either to make up the deficit from public funds or to allow 
charges or prices to be readjusted so as to maintain in­
definitely the rate of retum originally regarded as appro­
priate. NaturaIly, where the State did not guarantee the 
interest, it would make provision for a somewhat larger 
return to the displaced owners, so that the capita! value 
of what they received would be approximately the same in 
either case. 

In general, the Labour Party does not propose to pay 
compensation in cash. This may indeed be done in the 
case of some of the smaIler enterprises, but' it is highly 
undesirable as a general principle. There is no point in 
the State having to raise large loans on the capita! market 
in order to pay for the undertakings which it proposes to 
acquire. '1'0 do this would probably raise the rate of 
interest against it, and thus saddle the socialised under­
taking with an unnecessary rake-off to the financial interests 
which trade in public issues. The correct principle in the 
acquisition of all large undertakings is to pay in stock or 
bonds rather than in cash. The displaced owners would 
receive, in return for their holdings in the undertakings 
taken over, either State bonds forming part of the National 
Debt or stock or bonds specifically issued by the new 
socialised undertakings, with or without Government 
guarantee of interest. In most cases, the second of these 
methods is probably to be preferred. and where a State 
guarantee of interest is given, it will probably be limited 
to a fixed period of years. The granting of terminable 
annuities is not excluded as an alternative to the issue of 
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bonds bearing a perpetual retum; but, if this method were 
used, the Labour Party would concede a somewhat higher 
annual income in 'order that the annuities might r=arry a 
capital value roughly equivalent to what would have 
been paid if the compensation had taken a d.iJl'erent 
form. 

, It must always be kft open to the State in socialising 
any particular industry to refuse to acquire at all under­
takings which have no real value because they are obsolete 
and incapable of further production on economic terms. 
This would be a very important point in dealing with 
industries in which total demand has declined or is expected 
to decline and there are considerable numbers of under­
takings almost on the point of closing down. It would be 
entirely unfair to the public if these undertakings were to 
be acquired on the unreal assumption that they could 
continue in the future to earn their past revenue. They 
should be acquired, if they were to be acquired at all, 
only at scrap prices; and in many cases it would be preferable 
to exclude theni altogether. 

If compensation is to be paid on the principle of issuing 
new scrip, the interest on which is to be chargeable against 
a particular socia1ised undertaking, the general assumption 
that each industry under socia1isation is to .. earn its keep" 
must not be allowed to prevent the State from subsidising 
a particular industry where this is desirable in the public 
interest, or from taxing some other industry which can 
bear the charge without public disadvantage. Even if it 
is salutary for each socialised industry to have its own 
regular system of cost-accounting and to be expected to 
balance its accounts satisfactorily, it must not be forgotten 
that there are certain services which either occupy a key 
position in the economic structure, so that it may be 
desirable to supply them at less than cost price, or need 
to be stimulated for non-economic reasons such as the 
improvement of the conditions of public health. The 
State will doubtless, in most cases, follow the principle of 
making each industry pay for itself; but it will be in a 
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position ,to treat the whole of the public trading estate as 
a single financial unit wherever this seems to be necessary, 
any such divergencies from l:hc costing principle being, of 
course, made consciously and ,duly announced as forming 
a part of the national economic plan. 

Where the taking over of an industry or service involves 
complicated financial adjustments in respect of compensa­
tion, there is no sufficient reason for deferring transfer 
until these adjustments have been made. The sooner the 
State enters upon the task of reorganising the sooner will 
the public benefits begin to accrue. Provided that a 
broad basis on which compensation is to be assessed in 
each particular case is clcar1 y laid down in advance, the 
State can reasonably take over the properties at once, and 
begin to operate them as a public service. Detailed com­
pensation claims can be dealt with subsequently; and, 
where necessary, interim payments can be made to the 
past owners, subject to readjustment when the amounts 
due have been finally determined. It is absurd, for example, 
that the vesting of mineral properties in the reccntly­
established Coal Commission is being deferred until 194~. 

To a Socialist, the payment of compensation on the 
basis suggested in this chapter, or on any other which will 
be accepted as fair by the owners of the transferred assets 
-though they will of course grumble even if in their 
hearts they do regard the suggested terms as fair-is 
tolerable only on condition that simultaneously with the 
rapid advance of public ownership there is a correspondingly 
rapid transference of capital values to the public through 
taxation. The progressive eHrn;oation of capitalist 
property by means of the taxation of inheritance is the 
indispensable correlative of compensation to those par­
ticular owners whose properties are taken over in advance 
of the establishment of a general Socialist system. Morc­
over, the budgets of publicly owned undertakings ought 
in most cases to be so arranged as to provide for sinking 
funds, to be devoted to the progressive repayment of the 
capital charges with which they are burdened. As this 
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repayment takes place, to the accompaniment of social­
isation over an ever-widening field, the opportunities for 
capitalist investment will become progressively contracted, 
and the need for the services of the private investor as a 
supplier of capital will become less and less. As this 
happens, it will be not only easier, but also socially more 
necessary, to increase taxation upon large incomes and 
property; for the possessors of large fortunes will have 
become functionless, and it will be neoessary to transfer 
their possessions to public ownership in order to ensure 
their use. 

CHAPTER XXI 

THE POLITICAL MACHINE 

I p the things that are proposed in this book are to be 
done, there must be tools to do them with. We have 

seen already the need for an economic instrument--lUl 
agency of Government equipped to work out the essentials 
of a general economic plan, and to hold together the 
separate administrations of the various industries and 
services so that they can co-operate 1:0 a common end, instead 
of getting in one another's way. A central planning 
authority is indispensable: without it there would be endless 
confusion, and every sectional plan would go awry because 
it would conflict with others. 

The Labour Party is aiming, however, not merely at 
scientific and efficient planning of the nation's economic 
affairs, but also at tk",omztk planning-planning under 
democratic control, planning 1:0 serve the purposes which 
the democracy approves. Accordingly, there must be a 
political as well as an economic instrnment adapted to 
the needs of the new policy. 

It would be a miracle if the methods of government 
and administration which were worked out with a view to 

'H 
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the needs .of a system of laiuI"<-jtJirr could serve unchanged 
the needs of a planned economic order designed as the first 
stage of an advance towards Socialism. The Par1iameD.t, 
the Cabinet, and the Civil Service of the nineteenth century 
were very different from the institutions which went by 
these names before the RefoIDl Act of 183%. The legisla­
tive process was very different: the methods and structure 
of local government were very different; the political 
parties were very different, and rested on quite other 
foundations. The change in the basis of living which was 
involved in the Industrial Revolution required the recon­
struction of all these institutions; and, with more or with 
less rapidity, they were reconstructed. 

To-day, the institutions which were modernised to 
meet the needs of the nineteenth century are again becoming 
obsolete. Parliament is so congested with routine business 
that reforms which are urgently needed are again and again 
postponed, even when they are not matters of serious 
controversy between parties, and especially when they 
are not of such a nature thst any party can make out of 
them much .. capital" for itself. Acts of Parliament become 
longer and longer, and more and more complicated, in the 
endeavour to provide in them for every possible circum­
stance or exception thst may arise; and when the attempt is 
made to avoid this complexity by leaving the details to be 
filled in by regulation, there is • danger thst democratic 
control will be undermined. Cabinet Ministers complain 
thst they have so InaDy memoranda to read, and so InaDy 
minor duties to perform, thst they never get time to think, 
or to meet together and plan out their collective course of 
action on a foundation of proper discussion. The Civil 
Service, continually swollen by the assumption of fresh 
duties, struggles on ·under a form of organisation wholly 
inappropriate to InaDy of these duties; and when new 
industries or services are brought under public control, 
the administrative staffs are placed in an anomalous position 
half in and half out of the Civil Service, because no one 
has yet thought out an appropriate way of organising the 
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personnel of the developing" business" side of the govern­
ment machine. The institutions of local government 
are in an even worse plight; for our local administntors 
are called upon to organise services over areas which have 
become quite ludicrously ill-adapted to the changed condi­
tions of tnnsport and to the scales of operation now 
economically best. 

As for our political parties and the electoral system 
through which they work, the tremendous enlargement of 
the electorate has made both the conditions of political 
propaganda and the relations between voter and representa­
tive utterly unlike what they used to be. Political meetings 
can ttach to-day only a small fraction of those who have 
the right to vote. Canvassing is very difficult among so 
many: the newspaper and the wireless talk become the only 
eJfective means of appealing to the less politically conscious 
electors; and they are open very little to the general run 
of candidates. Consequently, though elections remain 
local in form, the basis of electoral appcals becomes in­
creasingly national, and the individual candidate counts 
for a good dcalless than he did. 

This book is no place for attempting to solve most 
of the problems presented by the changes in the underlying 
conditions in which democracy has to work. I can discuss 
remedies here only to the extent to which they arise directly 
in conoection with the immediate programme of a Labour 
Government set on carrying out the policy outlined in the 
preceding chapters. But even within this restricted scope 
there is a good deal that needs to be said.1 

If Parliament is badly congested to-day, with a Govem­
ment.that is seeking on the whole to preserve the stahls flM, 
it will evidently tend to become much more congested 
when a Government bent on drastic changes in the social 
system comes into power. Such a Government will be 
faced with the necessity of getting passed into law fully 
as much routine legislation as its predecessors; and in 

I for the Labowo policy, KC the Rport OQ P .. ~ ~" 
publiohcd iD the Report of the Southpon Labowo Party Coni ........ '914. 
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addition it will be pressing on with a large number of 
measures Of a radical character which it will have pledged 
itself to the electors to carry through with the minimum bf 
delay. It will want to amend the provisions of practically 
every social service-heaIth and unemployment insurance, 
public and unemployment assistance, pensions, workmen's 
compensation, and so on. It will be pledged to immediate 
and far-reaching reforms in the fields of education, public 
health, housing and town-planning, water supply, gas 
supply, and many other local government services. It will 
want to pass laws dealing with minimum wages, houtS of 
labour, holidays, and other matters relating to industrial 
conditions. 

Moreover, in addition to measures concerned mainly 
with .. social .reform," the Labour Government will have 
on its programme for early enactment far-reaching measures 
of socialisation and economic development. Coal, transport, 
electricity, iron and steel, cotton, armaments--aIl these 
are scheduled to pass early under public ownership. 
So is a large part of the banking and financial system; 
and there is much new machinery to be set up by law 
for the regulation of industries and services which are 
to be left still under private ownership, as well as for the 
control of investment and the working out and supervision 
of the general economic plan. Agriculture, too, will 
require a substantial amount of legislation; and there 
will be large amendments to be made in the structure of 
local government. 

It is manifestly out of the question for Parliament, 
working along the traditional lines of procedure, to cope 
with this enormous mass of necessary legislation. Parlia­
mentary methods will have to be greatly altered, as they 
were altered a century ago to meet the needs of the Reformed 
Parliaments of the era after I8Jz. 

Objection is often taken to the delegation of powers 
by Parliament, so that the detailed application of the laws 
is left to be worked out in regulations instead of being 
included in the Acts themselves. But this method, which has 
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come to be used increasingly in recent years, will have to 
be carried a great deal further, if the parliamentary system 
is to continue to work with tolerable success. The answer 
to the criticism that such delegation is "undemocratic" is 
that, in practice, democracy is likely to be much better 
served if Parliament" has adequate time to discuss matters 
of principle than if it is so overwhelmed with details that 
the questions of principle get lost or overlooked in the 
crowd. 

What is needed is a way o~ making the process of 
regulation-making itself more democratic than it now is. 
It is ['0 adequate safeguard of democracy to provide that 
regJilations must be laid on the table of the House of 
Commons if there are so many of them that the House 
cannot possibly discuss them, or the members read more 
than a fraction of what they are held to have approved. 
There is need for other, lesser and more specialised demo­
cratic assemblies in which regulations made under powers 
conferred by Parliament can be debated and amended­
possibly a system of representative Councils attached to 
each of the main administrative departments.' If this 
particular suggestion is not adopted, some alternative 
method, apart from Parliament, of ensuring democratic 
supervision of the drafting of orders and regulations must 
be thought out. 

Parliament will need to economise its time in order to 
deal adequately with real and major issues of policy. And 
it will have to revise its methods, even so, if it is to get 
through the mass of legislation which must be passed in 
order to make a reasonable start towards a Socialist system; 
It will have to cut out a good deal of mere talking, to 
work more through committees, and to adopt more 
rational hours of sitting; to simplify the processes by which 
Bills become Acts; and to make increasing use of devices 
fur securing democratic discussion of draft projects outside 
Parliament, in order to put them into better shape before 

I For • ditcusaioo. of this suggestion see the essay OD. Tilt M,dxJ of 
SwUJ u,u",,*. iD my book. Ea.o.tit Tnm for I'" T~. 
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they lire introduced into the House. The requisite changes 
of procedure in all these respects need working out in 
advance, in order that they may be put into fotce at the 
outset, and that Parliament may lose no time before settling 
down to business under the new conditions. 

The Cabinet, as well as Parliament, needs overhauling. 
The existing Cabinet offices do not adequately cover the 
field. There will be needed, as we have seen, a separate 
Ministry of Planning, both to co-ordinate the planning 
work of other departments and to take over special 
responsibilities such as the supervision of the work of 
reconstruction in the depressed areas. The new controls 
over the banking and the financial system can hardly be 
piled on top of the existing duties of the Treasury and the 
Chancellor of the Exchequer. They will require a separate 
department, under a Minister of Banking and Finance. 
Again, the Board of Trade, which is already overweighted 
with an omnium gatherum of varied functions, certainly 
cannot assume in addition the responsibility for the over­
sight of socialised industries such as iron and steel, cotton, 
and armaments. There will be needed a Department of 
Industry, if not more than one such department, to be 
responsible to Parliament for the policy of the various 
Boards 'and Commissions to be put in charge of the 
work of administration.1 

This necessary multiplication of Govemment depart­
ments will raia;e further problems; for the Cabinet will 
become unwieldy if the new Ministers lire added to it 
without any reductions elsewhere. Probably some of the 
existing departments will need to be grouped-with 
subordinate Ministers for each department, but only one 
co-ordinating representative in the Cabinet-for example, 
• Minister of Defence responsible for all the "service" 
departments. Alternatively, there may have to be a dele­
gation of much business now done by the whole Cabinet 
to Cabinet Committees-for example, Committees for 
Defence Services, for Economic Alfairs, for Social Aifairs, 

I See my book, T"'M~ofS..wuIP-'. FabilnSocicty. u.6d. 
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and so on~d these may involve the formal creation of a 
smaller inner Cabinet, on the lines of the War Cabinet 
which took shape between 1914 and J9J8. 

The Civil Service presents its own group of problems • 
.As social ownership is extended, public employees will 
include many more. technicians and professional men, in 
addition to administrative and clerical workers. New 
methods of recruitment will have to be thought out, and 
it will have to be made easier for men to pass from one 
department to another, or from the service of a regular 
department to that of one of the new Public Commissions 
or Corporations, or vice versa. It is. also necessary to 
facilitate movement between national and local govern­
ment services, and to make much greater provision for the 
promotion of efficient public servants from lower to 
higher grades. It is highly undesirable that the staffs 
recruited for the administration of socialised industries 
and services sbould be regarded as outside the Civil 
Service, or as attached exclusively to the particular Board 
or Commission for which they work; but it is also un­
desirable to apply to them the conditions of service worked 
out as applicable to Civil Servants of the nineteenth century 
type. Comprehensive reorganisation of the public services, 
local as well as national, will have clearly to· be taken in 
hand. 

Nor can the reorganisation of local government itself 
be neglected.1 The problem of areas will have to be 
tackled in order to create suitable units ot administration 
for the enlarged social services requiring local or regional 
autonomy. The anomaly of single towns or cities arbi­
trarily divided up between a number of separate borough 
councils will have to be ended; the proper relationship 
between the counties and the boroughs within their 
geographical frontiers will have to be considered afresh; 
educational areas will have to be rearranged so as to secure 

1 Sce the Repon of the Labour Party Commissioo on the Depressed 
A ..... tiled iD Chapter XVII. See also the I<p01't OIl l.-J c-IIII 
~_. published iD the EdiDbwgh Ubour Party Cou£e..ncc 
Repott, 1936. 
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unified control over elementary and higher education. 
Finally, the question of creating new regional units of 
local government covering larger areas than any of the 
existing councils, and therefore, capable of tackling effec­
tively large-scale services for which the existing areas arc 
quite unsuitable, will have to be not merely considered, 
but made at the least the subject of experiment in those 
parts of the country where the problem is most aente­
for =ple, in South Wales and on the North-East 
Coast. 

I do not propose in this book to do more than outline 
what these problems are; for I have no space to deal with 
them adequately.l- I mention them in order to make clear 
the magnitude and diversity of the tasks which await 
• Labour Government in reconstructing the machinery of 
State in order to fit it for the demands of an era of Socialist 
construction. Socialists have held, from Man's day, 
that the machinery of the capitalist State cannot be simply 
taken over and applied to Socialist ends. Communists 
have argued that the existing State must be smashed 
altogether, and replaced by • new proletarian State built 
up afresh on the basis of the working-class conquest of 
political power. The Labour Party does not accept this 
conclusion;. but its adherents recognise that the existing 
machinery of State will have at the least to be radically 
transformed. How far-reaching this transformation will 
need to be cannot be fully known until the matter has been 
put to the test bf practice; but I have said enough to show 
that, even for the moderate advance towards Socialism 
which. Labour Government would undertake, large 
changes would be required in the structure of the parlia­
mentary and administrative machine. 

Among these changes is, of course, the abolition of 
the House of Lords as a legislative chamber, which is 
part of the Labour Party's programme. It is laid down in 
For Soda/ism and Pea .. that "a Labour Government meeting 

1 For fuller diacuMlon of IOm. of this, lOO TIN M~ I!/ Son""JI 
Plt",ning, by G. D. H. Cole. Fabian Society. 'I. 6d. 
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with sabotage from the House of Lords would take imme­
diate steps to overcome it; and would, in any event, during 
its term of oflicc pass legislation abolishing the House of 
Lords as a legislative chamber." 

There is also the question of electoral reform. Plural 
voting still exists, though its influence has been diminished: 
it will have to be swept away. Further measures are 
needed to check undue electoral influence, and to reduce 
the cost of elections; and steps will have to be taken 
effectively to prevent employers from refusing their 
employees the right and the opportunity to stand for and 
serve on both local and national assemblies. To Pro­
portional Representation the Labour Party is opposed, 
because there is need, above all in a period of rapid transi­
tion, for an electoral system which will conduce to strong 
government and give a party which stands for a clear-cut 
policy a good chance of securing a majority in Parliament. 
The Alternative Vote, on the other hand, ought in my 
opinion to be seriously considered, though it finds at 
present no place in the Labour programme. 

IT democratic institutions are to meet the challenge 
thrown out to them by the growth of dictatorships, they 
must be made to work more swiftly and constructively 
than they do to-day. Moreover, democracy must be 
purged from the reproach that it is synonymous with 
government by the old and tired. It must be made easier 
for young men and women to be chosen for posts of 
responsibility, both in the State and the local authorities 
and in the party, Co-operative and Trade Union machines. 
Above all, nothing must be done to discourage youth 
from formulating its own demands or passing candid 
criticis{D upon the project$" and proceedings of its elders. 
The advance towards a new era needs the services of new 
men. It needs the courage and the freshness of men and 
women who have not grown tired in the C%CCUtion of 
routine tasks, or become schooled to disappointment and 
unconsciously resistant even to the changes which they 
profess to advocate. The conditions of the new era upon 
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which we are entering require leaders who think in terms 
of novelty and experiment. The Labour Party must be 
young in spirit if it is to lead the way adventurously towards 
a new world. 

CHAPTER XXII 

CONCLUSION 

IT will, I think, be admitted that the policy expounded 
in this book is moderate in both content and expression. 

Many, I am aware, will regard it as unduly moderate, and 
will wish that I had expounded a more thoroughgoing 
Socialist go$pel. My answer to such critics .is that there 
are two possible ways, of trying to establish Socialism­
by revolution or by constitutional democratic action 
through the parliamentary system. In some countries 
the second of these methods is· no longer open to con­
sideration, because the parliamentary system and the rights 
of democratic action have been destroyed root and branch. 
Whetl' that has taken place, only the way of revolution 
remains open; and it must be admitted that the prospects 
of successful rcvolQtion are .for the time unpromising. 

But: I am not dealing in this book with Germany Or 
Italy, but with Great Britain where, despite certain recent 
invasions of deinocrati"'liberties, the parliamentary system 
remains in working order, and it is still open to Socialisrs 
to seek power by constitutional means. If power is to 
be sought in this way, the limitations involved in con­
stitutional democratic action have to be accepted along 
with the method. It is illogical and usdess, if it is proposed 
to -advance by constitutional parliamentary action, to put 
forward policieS' which can be carried out only by revolu­
tionary means. However drastically we may reform 
parliamentary procedure, there are limits to the number 
of measures that can be pushed through Parliamen. in a 

• 
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single session, or during the five years which constitute 
its maximum life, If we are not prepared to accept these 
limitations, we must give up the hope of constitutional 
action and turn revolutionary. We cannot have it both 
ways. 

For my part, even if other objections are left out of 
account, I regard it as a sufficient reason for not turning 
revolutionary that I sec no likelihood of a sufficient number 
of other persons doing the same to make rcvolutionism 
more than an impotent gesture. War might no doubt 
create quite speedily in Great Britain the conditions in 
which a. formidable revolutionary movement could arise. 
But assurcdly those conditions do not exist at present, 
and are unlikely to exist in the near futute except as 
a result of war. War preparation alone will not create 
them. 

If war ,.ctually broke out, I might very soon be ad­
vocating a policy radically diJfercnt from that which is 
outlined in this booL But I have written in the light of 
things as they are, and not as they may all too speedily 
come to be. Under present conditions the only possible 
policy for the British Labour movement is a policy of 
constitutional and democratic advance; and, accordingly, 
for as long as these conditions remain in being, I accept 
that policy-and its limitations. . • 

These limitations arc set both by the restricted 
swallowing capacity of the parliaIpentary system and by 
the attitude of the electors. The support of the electors 
must be secured not only in order that a Labour Govern­
ment may be returned to power, but also for its policy 
while it is in office. The electorate, as well as Parliament, 
has a limited capacity for digesting change; it does not want 
to be shaken too abruptly out of its existing habi~ of Jife. 
It is not preparcd~ven if no account is taken of other 
claims, the main body of the working classes is not pre­
parcd-to adjust itself suddenly to the vast changes which 
would be involved in an abrupt transition from capitalism 
to Socialism. The working c1asses arc used to capitalism: 
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they need time for the assimilation of Socialist ideas and 
ways of living. If war destroyed the possibility of con­
tinuing their present habits, so that Socialism and Fascism 
were the only alternatives between which they had to 
choose, it would be possible to invite them to swallow 
Socialism hook, line and sinker. But that is not the 
choice with which they are at present, actually faced. 
They are still able to choose in terms of more or less­
more or less Socialism and less or more capitalism, neither 
involving all the upsets which are associated with any 
sort of revolutionary change of system. I want them to 
elect for more Socialism: but I neither expect nor ask them . 
to do more than this at present. 

In eifect, it is not practical politics to ask the British 
people to accept the destruction of capitalist institutions 
-which do enable them to exist after a fashion-any 
faster than we are able to replace them eJfectively by 
Socialist institutions. If it is once decided that we are 
to go to work in a constitutional way, we can afIOrd to 
destroy no essential institution that we cannot promptly 
replace by something superior in concrete results. We 
cannot destroy first, and create afterwards, as can be 
done in revolutions. We have to build as fast as we 
scrap, and to build soundly. 

Frankly, I do' not know whether Socialism "'" be 
built in this way. But I am sure the attempt is worth 
making--the more so ,because, under existing conditions, 
there is certainly no other practicable way. We may 
find-I think we shall-that when we have done a certain 
amount of Socialist construction on the lines suggested 
in this book, we shall have accumulated behiod us so much 
support, and so strong a sentiment in favour of Socislism 
itself, that we can afIOrd to proceed much faster and with 
less fear of asking the people to swallow more than it is 
ready to digest. We may find that, when we have got 
past the earlier troublesome and laborious stages, we can 
thereafter leap forward by much bolder moves towards a 
complete Socislist system. I feel sure we shall find this-
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provided that we get over the initial difficulties with reason­
able success. 

But first things come first; and in this book my concern 
is with things that are to be done at once, and not with 
what may need to be done later. I hope my readers will 
bear that in mind, and not accuse me of having forgotten 
Socialism because I am writing only of the initial steps. 
If these steps cannot be taken with success, we shall have 
to await the conditions which will make possible alternative 
methods of advance. But for the present we ought to 
use the opportunities we have, and not take refuge from 

. action in dreaming of situations which do not exist. 
Yet, moderate as the proposals here advanced are, they 

are not unexacting. To put through even the moderate 
Socialist policy for which the Labour Party officially 
stands will require in the leaders high qualities of courage 
and determination, as well as intelligence beyond the 
ordinary. Even the outworks of the capitalist Jericho 
will not fall at the mere blast of the Socialist trumpet. 

It will not be easy to win a majority for democratic 
Socialism in the House of Commons. :But let no one 
suppose that, when it has been won, all will be over bar 
the shouting. British Capitalism is very strongly en­
trenched, and as long as the capitalist interests command 
the key positions of the economic system, they decide. 
how the system works. The bankers can, by reducing 
the credits they are willing to grant, at any time reduce 
the number of workers employed. :By refusing to pur­
chase Government bills, or by throwing Government 
securities on the market, they can raise the rate of interest 
on public loans, and so impair the Government's credit. 
The industrial employers, if they dislike the Government's 
policies, can cut down employment and production, lU'd 
so create the impression that the Government is leading 
the country towards disaster. And any move of this order 
made by capitalists in Great :Britain will set up reactions 
among capitalists in other countries, and impair :British 
credit abroad. 
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The financiers and CApitalists can produce these effects, 
not only if they decide maliciously to do so as a conscious 
political move, in order to bring the Government into 
discredit, but even without any conscious malevolence. 
It is on the face of the matter unlikely that financiers and 
great CApitalists will view with favour policies which are 
meant to curb their power and to bring about a less un­
even distribution of incomes. Most of them believe 
strongly in CApitalism, and disbelieve strongly in Socialism. 
If the Government in office begins passing Socialist 
measures, they will quite naturaIly tend to think worse 
of business prospects. They will "lose conlidence." But 
under CApitalism business activity depends mainly on the 
degree of .. conlidence" which the CApitalists feel. The 
return of • Labour Government is therefore certain, lIS 

mlllM/ 4f11tuJ, to have • depressing inBuence on the stock 
markets, on investment, and on production and employment. 

It will be an urgent necessity for an incoming Govern­
ment to counter these inhC1eDt tendencies. Immediately, 
the key position will be the command of the Bank of 
England; for the Bank, by adopting • policy of credit 
expansion, can make it difficult for the joint stock banks to 
follow a policy of contraction-difiicult. but not impos­
sible. If, in face of the Bank of England's. expansionist 
policy, the joint stock banks persist in deBating credit, the 
key position is still in the Bank of England; for it must 
then be used to provide credit direetly to productive enter­
prise, including public works instituted by the Government. 
It would be suicidal for It Labour Government not to 
establish. firm hold over the Bank of England at the 
earliest possible moment. 

Important as the credit factor is, above all at the outset, 
it is not the only factor, or even, in the long run, likely to 
be decisive. The Government can find means of supplying 
credit to the market, provided that the industrialists are 
prepared to make use of it in financing production. But 

• what is to happen if the industrialists "lose confidence," 
and proceed to discharge workers right and left? 
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The industrialists, lil:e the bankers, annot behave in 
this way without loss to themselves. If they discharge 
workers and cut down production, they create the slump 
conditions which they feared: they make their own 
prophecies come true.. It is important. therefore, to 
consider wlw: behaviour on the part of an incoming Labour 
Government'is least lil:ely to cause the capitalists to start 

a slump. 
The answer, in general terms, is that, the more the 

Government: looks competent to carry out its declared 
policies in a cOnsistent and efficient way, and the stronger 
its mass support IlIDODg the electors is felt to be, the less 
lil:ely are the capitalists to commit, either deliben.teIy or 
instinctively, fioanciaI sabobge. If they think the Govern­
ment's support in the country is weak, so that there is a 
good chance of bringing it down by a sudden nwp, they 
will be much more disposed to take the risks involved 
than they will be if it seems iiairly certain that another 
General Election would send the same part}' back to power. 
If they think the Government itself timid or inefficient. 
they will be more disposed to harry it in the hope of 
tempting it into a fatal mistake than they will be if it plainly 
means to carry its policy through with determination. 
Moreover, they will actually feel less confidence in a "...,.It 
than in a strong Government. even if they dislil:e its 
policies. For a Lahour Government. even if it is seeking 
to supersede capitalism by stages, wants industry to prosper 
and employment to be plentifUl during the ttansition, and 
is therefore likely to fullow policies which will fur the time 
being inc:rease capitalist profits. It will expand credit, 
and bring unused productive resources into play; and 
both these things will be popular with a large body of 
industrialists, even if the Govemment is increasing· the 
tans on profits and taking some industries out of the 
prolit-makers' hands into pubIie ownership. A strong and 
capable Lahour Government. with an effective backing in 
the country, will be unlil:dy to be brought down by a wide­
spread capitalist "strike." On the other hand, a weak 
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and ineffective Government almost certainly will be de­
feated by this weapon. 

These considerations make it essential both that the 
Government shall have in adWnce a clearly thought-out 
policy and a determination to carry it into effect, and 
that the nature and implications of this policy shall be 
widely understood among its supporters. 'That is one 
great reason why the Labour Party, unlike other political 
parties, must take the entire membership of the movement 
into its confidence, and work out its plans to the fullest 
possible accompaniment of publicity and open discussion. 
It must forego any advantages that might be gained by 
making unexpected moves, except on day-to-day issues, 
because it is much more important that its supporters 
should know what it means to do than that its opponents 
should not. Hence the need, in'" alia, for books such as 
this, in which an attempt is made faithfuIIy to present the 
policy to'which the movement is committed, in order that 
party memberS may be able to argue intelligently about the 
issues involved both among friends and with opponents 
and potential recruits. ' 

Inevitably, the author who writes such a book, designed 
to set forth the policies, collectively approved by the party, 
must suppress a part of himself. No one, at all events 
no one capable of thinking for himself, ever saw eye to eye 
with his party on all points, or was wholly satisfied with its 
collective decisions. One joins, and continues with, a 
political party not because one agrees with it entirely, but 
because one prefers it to the other parties, and because 
party 'organisation is indispensable for getting anything 
done. In this book, I have disciplined myself to write, 
not quite what I should have written if I had been acting 
simply as an individual, but what I believe represents the 
gist bf a policy agreed on by the party as a whole. I 
have written nothing that I do not believe; but when I 
have felt my personal differences to be substantial enough 
to be worth recording, I ha'\'e, 1 hope, always indicated 
where I am speaking for myself' and not for the Labour 
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Party. The sum of these differences over the entire field 
of policy covered by this book is very small in relation to 
the sum of the agreements. The reader can take it that I 
regard the party programme-for what my personal 
opinion is worth-u being, on the great majority of the 
issues I have discussed, sound and well conceived. 

There are of course many issues of policy which I 
have not discussed at all. This book deals, not with the 
whole party programme, but only with its tiollllJ/i& aspects. 
It leaves out all questions of international policy and all 
questions of empire policy. It does not discuss armaments, 
save on the single issue of socialisation. It does not 
discuss the question how fu the carrying through of the 
social programme here outlined will be inevitably retarded 
if vast sums have to be spent year after year on arms, 
warships, aeroplanes, air mid precautions, and other 
services swollen by the threat of war. 

The omission of these issues is not due to any idea 
that they are unimportant. They are of course supremely 
important. But a man cannot write more than one book 
at a time; and there are others who can write on these 
other issues with more authority than I. In concentrating 
on home affairs I have had in my mind the belief that, 
however much our· thoughts may be overshadowed by the 
international crisis, it is of vital importance to our movement 
not to let other things slide. We are compelled, at present, 
to bend a large part of our energies to the struggle to save 
democracy as a world force. But for JlIhal do we want to 
save democraey? We want to save it in order to use it as 
an instrument for mising the standard of living and in­
creasing the personal freedom of the common people. 
Thai ;S JlIhaI ;1 ;S for. 

The common people will value democracy and throw 
themselves into the struggle for it, only if this purpose 
is made plain to them. But it is chieBy in terms of home 
policy that we can make it plain. Even in face of the 
world crisis, the next General Election in Great Britain 
will in all probability not be lost and won mainly on 
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Labour's foreign policy. The majority of the electors 
are still thinking more about houses, rents, food prices, 
wages, means tests, old age pensions and other matters of 
that order than about Hider or Spain. It is only the 
"conscious minority" that thinks persistendy about the 
international situation as a whole. The only part of it 
that comes directly and continually home to the back· 
street voter who is not politically minded is the part that 
is called A.R.P.l We cannot win an election by denouncing 
Fascism. We must of course denounce it; but we must 
do other things besides. We must bring home to the 
ordinary voter that demoCIllCY is a bread-and-butter 
question, and that we are concerned to save and develop 
it because it points the way to greater freedom, security, 
health; income and enjoyment for the common man. 

When I say that the next election is not likely to be 
WOD or lost mainly OD Labour's foreign policy, I do DOt, 
of course, exclude the possibility that the Government 
will try to fight it mainly OD foreign affairs. V cry probably 
they will attempt to pull off a "stunt" victory, posing, as 
the occasion may prompt, either as the saviours of peace 
from anti-Fascist belligerency or as the patriotic defenders 
of home and empire in face of Socialist pacificism and 
hostility to the alleged requirements of:"national service." 
-These two lines are of course inconsistent; but it is easy 
to imagine circumstances in which the one or the other 
might be taken with considerable effect. 

From the Socialist standpoint, the best preparation 
against this danger is the diffusioD among the electors of 
the clearest possible understanding of Labour's domestic 
programme. The IpOfC the voters understand the positive 
measures which Labour means to put into effect, the less 
will they be disposed to listen to "stunts." In matterS of 
domestic pOlicy the Government has less than Dothing to 

1 See A.R.P.: ~ I 1'oIU7. Labour Puty. Id. .......... demand la put 
futwud £01 the p"'viaicm of deep ohcI .... fer the populatioo that ia Iil<cIy 
to ....w.. in aoaea of dangu. fer the builclJng of coun..., compa OIl • /orge 
acaIe fer thoae ... ho Oft to he C'nCWIted &om theae zoo ... and fer _aaI 
0'" the I_dOlI of IIId .. ..., III the Ill ....... of ..rety in time of -. 
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put agajnst the Labour plans; for in its omxiety to avoid 
taxing the rich it regards rearmament as a reason for 
cutting down the social services. In this field, then, 
Labour possesses a plain advantage, of which it must 
make the fullest use. 

This book, then, deals with only a part of the Labour 
programme; but I think it important that this part shall be 
dealt with now, when there is a danger of home policy 
being forgotten amid the welter of international aIfairs. 
With matters of strategy IUld tactics, as distinct from 
programme, this book does not deal at all. That is why 
there is no mention in it of the intemal ctises through which 
the Labour Party has been passing of Iate~f the expulsion 
of Sir Stafford Cripps and Sir Olarles Trevelyan IUldother 
leading members of the Party, of the denunciation by the 
Party executive of the "Popular Front," of the attempts to 
impose an increasingly rigid discipline on Party members 
IUld local constituenCf organisations, of the contest between 
the Executive IUld the Labour League of Youth. or of 
other current controversies on which I hold strong opinions, 
which I have expressed elsewhere. I did not bring these 
questions into this book for two reasons: first, because 
discussion of them would not have left enough room to 
do what I set out to do, that is, to expound the Labour. 
programme in home aIfairs and. secondly, because I am 
convinced that these quarrels ought to be ended, and that 
we oUJrht all to be able to work together inside the Party, 
with full freedom to express our differences, but in the 
knowledge that these differences are very small indeed in 
relation to the gulf which separates Socialists from Anti­
Socialists, and that unity among Socialists is indispensable 
if democracy is to emerge victorious from its trials. 

Here am I, much more a Crippsitc in:the reCent 
controversy thm a supporter of the official strategy. yet 
able to write in the midst of the contest a book expounding 
the official Party progtamme and setting down almost 
nothing from which, I think, either the opponents or the 
supporters of Sir Stafford Cripps are likely to dissent 
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except in detail. The quarrel, in eJfect, was not about 
what we are aiming at: it was simply about the best strategy 
for getting what we want. 

At Whitsun, 1939, the labour Party Conference 
decided de£nitdy against a 'Popular Front,' in the sense of a 
national dectoral alliaqce between the Labour and Liberal 
Parties. Readers of my book, Th, Plopl,' J Front, will be 
aw'!tC that I always regarded such an alliance as impractic­
able, and favoured only local arrangements where they were 
mutually desired and collaboration on particular issues, 
such as the Spanish War and the Anglo-Soviet Pact. Ho,w 
far the decisions taken lit Southport conflict with this type of 
collaboration is not yet clear; but it is clear that the South­
port decisions rule out a 'Popular Front' in the wider sense. 
It would be absurd for anyone to go on advocating such a 
'Front' in the knowledge that the puty which must form the 
largest element in it refuses to come in. It is now the task 
of us all to sttengthen the Labour Party to the greatest 
possible extent; and to this end it is indispensable that no 
one should remain excluded from the Party on account of 
past differences. 

Here, at any rate, is my book, offered to the Labour 
Party in the hope that it may hdp a little in spreading 
clear knowledge of the Party's progrl!lDfIle, and therefore 
in winning it support and consolidating the faith of those 
who are already in its ranks. Such as it is, I ho~ I- may be 
allowed to dedicate it to the many thousands of men and 
women who have worked hard in building up the Party, 
on a basis of free discussion and broad mutual tolerance 
and fellowship, and do not want to see their work destroyed 
by sectarian bickering • 

• 
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The programme of the Co-opcmtive Party, which works 
in alliance with the Labour Party, is set out in .' 
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