Dhananjayarao Gadgil Library

MDA IR0

GIPE-PUNE-011590



MACMILLAN AND CO., LisitED
LONDON * BOMBAY ° CALCUTTA * HAQRA
MELBOURNE

THE MACMILLAN COMPANY
NEW YORK “~BOSTON * CHICAGO
DALLAS. * ATLANTA * SAN’ FRANCISCO

"THE MACMILLAN COMPANY
OF CANADA, LIMITED
TORONTO



INDUSTRIAL CHANGE, 1

t Based on 1921 and 1931 Census,
not allowing for unemployment,

50 48

E

Nuts. Tools,

14 11 Cutlery, etc.
Coke Ovens 61 5
24
10 Brass
% Copper,;tc.
Miscellaneous .
216 Mining and
Quarrying 196
1212
Gardening Minor
Metal
Trades
26
22 51 55 246
Fishing
Rubber 174
770 108 109
Motors
623  Chemicals
and
Explosives
20 18
Metal
Mining
Marine
Engineering

Agri-
culture 1

Coal
Mining

Iron and
Steel

General
Engineering

Ship-
building

-1934.

62 64

-

i

Leather
Trades

12112

=
-

Boots

176 185

—

=5

Tailoring

63
35

w

Silk and
Art Silk

69 63

.

Linen

445

Cotton

Based on numbers actually employed in June 1923 and in June 1934.

24 28

Carpets

148
123

Other
Dress
Trades

110

Dress-
making

89 79

Other
Textiles

Wool

25 73
0 54
7’ 82
Constructional =
=7923 Engineering ==
(t71921) Vehicles,
’ except Motors
D 1034 118 Miscellaneous
==1793 87 Woodwork
(t1931) 2%
Other National
295 Transport Government
Furniture
176
139 295
2 81 123 133 286
Stoves,
41 42 Grates, etc. -
Other Nursing
178 Road
Tobacco Local Transport
Government
120
174 2
106 118 114 52 Teaching t
67
Brick, Slate, Entertainment
Miscellaneous Drink ce—ﬁ_‘::fé: te. Electrical = and Sport
Trades and Contracting &=
Bottles and Engineering Trams
0 o 246 =
110 122 Buses Professional
87 a3 86 Services
— p——] 65
= 682
) i | == 143
Glasshnd Other Electric 101
Pottéry Food Cables,
Trades etc.
106 3% 64 60 Commerce
178 and Finance
160 | Laundries
Cocoa and 106 106
Confectionery
and 359
ery 27 31
Flour Gas, Water, Shipping
Milling Electricity
143 150 153 141
103 115
Baking, Building Public Railways Docks Hotels and
etc. Works Restaurants

1801

1554

Domestic Distribution
Service ]



~ PRINCIPLES

OF

ECONOMIC PLANNING

BY
G. D. H. COLE

MACMILLAN AND CO.,, LIMITED
ST. MARTIN'’S STREET, LONDON
1935



COPYRIGHT

X275

I 5O



PREFACE

THE writing of this book has given me far more trouble
than I bargained for when I began it. Y had not got
far with it before I began to see clearly enough where
the main difficulties would arise. It would not be hard
either to expose the shortcomings of a planless economy
or to expound the underlying principles of economio
planning in a purely theoretical way. But I doubted
whether a purely theoretical exposition would afford
much practical help to a world in distress; and in fact
I ended by discarding altogether from the present
volume those chapters in which I had endeavoured to
work out some of the more intricate theoretical
problems of a planned Socialist economy. I had
prepared, for example, chapters dealing in some detail
with the theoretical basis of pricing commodities under
a planned system of production, with the structure
of a Socialist Budget under a complete system of
planning, and with the methods of financing inter-
mediate transactions in an economy based on a planned

distribution of incomes gnd a collective method of
accumulating capital. But in the end I discarded all
these, as matters likely at present to interest only a
fraction of the readers to whom a book on economic
planning in its broader aspects is likely to appeal
I did not want to be more teehnical than it was
absolutely necessary to be; and I felt more hope of
writing usefully about these issues if I could first get
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vi - PREFACE

certain of the more elementary principles of a planned
economy plainly stated and understood.

I wanted, however, to deal not only with the
principles of planning, but also with the methods of
applying them and the machinery which a planned
economy would have to create for the control of its
affairs. Here a further difficulty at once confronted
me. The economic machinery of any society is bound
to bear a close relation to its political machinery, both
national and local; and this applies most of all to a
society which sets out to plan its economic life under a
system of collective control. The economic structure
of such a society must be closely co-ordinated with its
political structure ; for at a host of points these two are
bound to touch and intersect. This being so, it is
impossible to define the machinery of economic plan-
ning without making assumptions about the political
structure to which it is to be related. For example, if
the parliamentary system remains in being the
economic machine must be so adjusted as to fit in with
the conditions of final parliamentary control, and with
a Cabinet system of government deriving its authority,
at any rate in theory, from a sovereign Parliament.
If, on the other hand, this assumption is not made,
at once a host of different possibilities, from Sovietism
and Syndicalism to Fascism and Syndicatism, is opened
up. But to consider all these endless possibilities would
involve writing a book, not about economic planning,
but about the future of politics as well as industry;
and such a book would either have to.be several times
as long as this one, or necessarily fail to come to grips
with the problems of economic planning with which
it was originally designed to deal. I cut the kmot,
and limited the size of my book, by assuming that
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planning was to be introduced under a parliamentary
system, modified in such a way as to make possible the
handling of the greatly increased range of public
activities which the institution of a planned economy
would be bound to involve. Similarly, I assumed a
local government structure of the same order as that
which at present exists, though here again I had
to admit considerable modifications arising out of
the expanded scope of collective organisation and
contra).

These two assumptions in effect involved a third—
the institution of a planned economy by means, not of
a violent revolution carrying with it the complete over-
throw of the established forms of political organisation,
but of constitutional action through the use of these
established forms of organisation in & new way, and
for an essentially new purpose. This assumption, too,
I had to leave undiscussed because I could not have
considered its implications without writing yet another
book. But I felt that I was justified in making the
assumption because there is in fact no possible doubt
that the great mass of thoss'who desire to change the
basis of the existing economio order in Great Britain
hope to achieve this change by constitutional methods
and not by revolution. Conceivably at some future
time, as a result of events either in Great Britain or in
the outside world, this attitude may change. But it
undoubtedly exists to-day, and must be taken as
s datum by anyone who is writing about economic
policy with the existing situation in view. I do not
think myself that it is likely to change speedily save
as the result of the impact of forces from outside
Great Britain. For although British Capitalism is
in decay, it remains strong enough to carry on without
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positive breakdown for a long time yet, unless there
is a decisive worsening of world conditions.

In the past few years the British economic system
has shown very clearly its strength in standing up
to acute world depression and dislocation of the
financial machine. We have been able to lose a
substantial part of our foreign trade and of our receipts
from overseas investments without any sharp fall
in the standard of living, except for the unemployed
section of the people; and already there has been af
least some small recovery from the conditions of
1931. In these circumstances I see no reason to suppose
that the British economiec. system is of its own
momentum approaching a crisis likely to bring about
a dramatic collapse. I do see reason to suppose that
intensified conditions of international competition
will make it progressively harder to raise the standard
of living of the British workers, and may cause this
standard to be positively depressed. I do see reason
to suppose that the problem of unemployment will
be found insoluble within the limitations of capitalist
industry. But these forces, dangerous and powerful
as they are, are not by themselves enough to bring
about a positively revolutionary situation. If such a
situation does arise, it is far more likely to come
either through complete collapse elsewhere, carrying
with it the destruction of British export trade on
such a scale as to make impossible the purchase of
the minimum of imports required for preserving the
standard of living at a tolerable level, or, more probably,
as a result of renewed world war.

' But it is not very profitable to discuss, in the present,
state of mind of the British public, including th®
British Socialist public, what would happen if, from



PREFACE . ix

either of these causes, a decisively revolutionary
situation did emerge in this country. At any rate
I have not regarded the discussion of these possibilities
as falling within the scope of the present book, which
I accordingly present to my readers, not as an account
of how planning would have to be introduced into
Great’ Britain or into any other country in face of a
complete, collapse of both the economic and the
political institutions of Capitalism, but rather as an
outline of the problem as it meets us here and now—
compelled as we are under the existing conditions
to make a choice between working for the revival
of private enterprise on the old lines and attempting
to substitute a different economio system designed
to unloose the chained up forces of production and
to give to the entire people a wider and more abundant
Life.
NOTE

The questions discussed in this book have been
further developed in some of their aspects in certain
of my other writings—notably (1) Studies in World
Economics (1934), (2) Economic Tracts for the Times
(1932), and (3) The Next Ten Years in British Social
end Economic Policy (1929). Further aspects are dealt
with in (4) British Trade and Industry (1932), (5) The
Intelligent Man’s Guide through World Chaos (1932),
and (6) Wkat Everybody Wants to Know about Money
(1933). The principal related studies are listed below,
the number following the title indicating in which of
the above books the further treatment is to be found.

CHAPTERS
TandII Our Unused Wealth (1), The World
Crisis (5).
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him, and then fixes his maximum payment. But whether
the whole of this payment goes to the legal owngr of
the land, or whether part is taken by a local authority,
clearly does not affect the tenant as tenant. Consequently,
if the applicant in the course of his bargaining finds that
the farm or villa he wants is burdened with a local charge,
he will deduct that charge from his estimate of what he
can afford to pay the owner.

Arthur Young's rule for ascertaining rent.—Here, for
example, is the advice given to applicants for farms by
Arthur Young in his Farmer’s Calendar published at the
beginning of the nineteenth century.

“ Ascertainment of Rent.—This is a very important part of
the business in hiring a farm. . . . The principal point
here necessary to touch on, is the combination of rent, rates,

“and tithes in &e sum. Knowing the capital intended to
be invested, estimate the interest of it at not less than 10
per cent., and then calculate the expenses and the produce:
the former deducted from the latter, leaves that sum which
the farmer can afford to pay in these three species of rent.
Deduct further the tithes and rates, and the remainder is
what ke can afford to pay the landlowd. 1If rent be valued
in any other way, it must be erroneously and deceitfully
done, and no dependence can be placed upon it.”?

In practice there is little doubt that the majority of
mtending tenants, both in town and country, do take. the
precaution of inquiring what rates or taxes they will have
to pay, and vary accordingly their estimate of the maximum
rent which they can afford to pay. If, then, they always
paid this maximum we should be entitled to say that the
whole burden of the rates fell upon the landlord; for

1 Young’s Farmer's Calendar, p. 485.
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clearly he would have obtained still more rent if there
had, been no rates. In practice, however, most tenants,
whether of house or farm or factory, obtain their tenancies
for considerably less than the -maximum_they would have
been willing to pay, and this fact greatly alters the whole
aspect of the problem.- The effect produced can best be
seen in those tenancies where the landlord contracts to pay
the rates. In such tenancies, which are especially common
in the case of workmen’s houses, it is usually argued that
the landlord recoups himself for the rates by exacting a
higher rent, and by way of proof people point to the fact
that an increase in the rates is often followed by an in-
crease in rents. But this can only occur when rents are
tending upwards in consequence of a growing demand for
houses. 1If there were a decline in the demand for houses
there could be no increase in rents, whatever burdens
might be imposed on the landlord. What really happens
is that an increase in local rates furnishes an excellent
excuse for raising rents that have been allowed to remain
lower than the market value. A general upward tendency
of rents in a district will not, of its own accord, produce
an increase in the rent of a particular house. The
actual moment must come when the landlord goes to his
tenant and tells him that, for the future, his rent will -
be raised from 6s. a week to 6s. 64.; and any landlord,
however crudely commercial he may be, will prefer that
this moment should be preceded by some event which
will give a plausible excuse for the unpleasant message.
Free Education and jncreased remts.—It must be
admitted that some landlords are easily satisfied in the
matter of plausibility. If the accounts that appeared in
provincial papers were correct, many owners of working-
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capital, in addition to the tax on incomes. Both taxes are
payable quarterly. The income-tax starts with incomes of
445 a year, and rises with rapid gradations. For example,
a man with £50 a year pays 6s. by way of income-tax; a
man with 100 pays 31s. An abatement is made for
every child under fourteen resident with its parents.

In Saxony the income-tax starts with incomes of £zo0 a
year, and is graduated. There is an additional tax on
property, as in Prussia, and the same arrangement with
regard to children.

In Bavaria a definite distinction is drawn between earned
and unearned incomes. The rates on the latter are very
much higher than on the former, the difference being speci-
ally marked on the smaller incomes. In both cases the tax
is graduated, and every person, however small his income,
has to pay something. For example, a person in Bavaria
earning an income of £ 25 a year pays 6d. by way of income-
tax; a person enjoying an unearned income of the same
amount pays 1zs. Again, on an earned income of £1o0
the tax is 125., on an unearned income of the same amount
it is yos.

In Austria there is a graduated income-tax, starting with
incomes of £s5o a year. A rebate of £21 is made from
every income derived from labour, physical or mental. A
further rebate is made for children incapable of earning
their living. ,

In Switzerland various forms of graduated income-tax are
in force in different cantons, and various devices are em-
ployed to place a heavier burden on incomes derived from
property than on those derived from personal exertion.

In Holland there is a graduated income-tax, combined
with a graduated property-tax. Incomes derived from
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industry are taxed at about three-fifths of the rate of
incomes derived from property.

The above illustrations of what is already done in other
countries sufficiently demonstrate that it is practically
possible to secure both the graduation and the differentia-
tion of the income-tax.

An equitable substitute.—The accompllshment of this
reform would secure all that is valuable in the programme-
of the land-taxers, but would secure it by equitable means..
The land-taxer points, with just indignation, to the spectacle
of the wealthy landowner drawing an income, for which he
does not work, out of the labour of others who toil in-
cessantly ; and he rightly demands that such a man should
be taxed at a higher rate than a man who works for every
penny he receives. To that proposition no exception can
be taken, but it applies to the stockowner equally with the
lat}n'dOWner. There is no reason whatever why a man
whose income is derived from Consols or railway stock or
gas shares should be taxed at a lower rate than a man
whose income is derived from land. Both incomes are

- drawn from the wealth that the workers of the country—
manual and mental—daly create; or, if the phrase be
preferred, both incomes represent a toll levied by private
persons upon the industry of the nation. The workers
would undeniably be better off if this toll to the drones
ceased to exist, but surely in aiming at its reduction we
are morally bound™o try and secure fairness as between
one drone and another. Even drones have a claim to
justice, and it would be monstrously unjust to ruin a
minority of them completely, while allowing the majority
to go scot-free. Not only would this be unjust, but it
would be financially foolish, 1t was shown in a previous
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Sergennt (Adeline)

BARBARA’S ‘MONEY.

THE ENTHUSIAST,

A GREAT LADY.

THE LOVE THAT OVERCAME,

THE MASTER OF BEECHWOOD.

UNDER SUSPICION.

THE YELLOW DIAMOND.

THE MYSTERY OF THE MOAT.

THE PROGRESS OF RACHAEL.

Shannon (W, F.). JIM TWELVES.

Stephens (R. N.)» AN ENEMY OF THE
KING.

Strain (B, H.). ELMSLIE’S DRAG NET.
Stringer (Arthur). THESILVER POPPY.
Stuﬂrt(EsmE) CHRISTALLA.

WOMAN O
Sutherland (Duchess oi). ONE HOUR
AND THE NEXT.

Swan (Annie)y LOVE GROWN COLD.
Swﬂt(Ben{‘amin) SORDON.
Tan{t}uerny {Mrs. B, M.). THE ROYAL
Thmi" son (Yance). SPINNERS OF
Trai(l)ord-Taunton (Mrs,E.W,). SILENT

Upward (Allen), ATHELSTANE FORD.
Walneman (Paul). A HEROINE FROM
FINLAND.

BY A FINNISH LAKE.
Watfgolxi A‘(\H B. M,xrnott) THE SKIRTS
¢Zack.’ TALES OF DUNST ABLE WEIR.

Pr‘)ﬁze (llichard)
Rnndnll 1.lohn)

ACCUSED AND
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Books for Boys and Girls

Qlustrated, Crown 8vo.

Tue GETTING WELL oF DoRoTHY. By Mis.

W. K. Clifford. Second Edition.
ONéYmA lGUARD-ROOM Dos. By Ednh E.
uthel

Tné:o ]Pocron OF THE Juuz-r By Harry |-

10

LITTLE ¥ETER. By Lucas Malet. Second
Edition.

MasTER RocKAFELLAR's Vovace. By W.
Clark Russell. Tkird Edition.

TuE SECRET OF MADAME DE Monwc. By
the Author of ¢ Mdlle. Mori."”

35, 6d.

Svp BeLroN : Or, the Boy who would not go
to Sea. By G. Manville Fenn.

Tre RED GRANGE. By Mrsr Molesworth.

A GIrL or THE PeorLE. By L. T, Meade.
Second Edition. .

Hersy Girsy. By L. T. Meade. 25.64'.

Tre HonourasLE Miss. By L. T. Meade.
Second Edition.

THERE WAS ONCE A Prince. By Mrs. M. E.
Mann.

‘Wuewn ArNoLD comes Home, By Mrs. M. E.
Mann.

The Novels of Alexandre Dumas
Price 6d, Double Volumes, 15

AcTE. .

Tue ADYENTURES OF CAPTAIN PAMPHILE.

AMAURY.

Tie Birp oF FATE.

Tazg Brack Tuvrrp.

. Tug CastLE oF EPPSTEIN.

CATHERINE Brum.

CECILE.

Tue CHEVALIER D'HarMENTAL. Double
volume,

CONSCIENCE

Tue Convicr's SoN.

Tue CorsicAN BROTHERS ; and QTHO THE
ARCHER.

Cror-EARED JacquoT. |

Tug FENCING MASTER.

FERNANDE. .

GABRIEL LAMBERT.

GEORGES.

Tue GrEaT MassacRE. Being thefirst part of
Queen Margot.

HeNrl DE Navarre. Being the second part
of Queen Margot.

THE LADY OF MONSOREAU.

Methuen's Sixpenny Booka

Albanesi (E. M.), LOVE AND LOUISA.
Auuten (gane). PRIDE AND PRE-

afot (Rlchard) A ROMAN MYSTERY.
four (Andrew). BY STROKE OF

Baring-ﬂould (S. FURZE BLOOM.
CHEAP JACK Z

KITTY ALONE.

URITH.

THE BROOM SQUIRE.

IN %‘HE ROAR OF THE SEA.

A BOOK OF FAIRY TALES. Illustrated,
LITTLE TU'PENNY.
THE FRGBISHERS.

WINEFRED.
 JENNIE BAXTER,
JOURNALIST.
IN THESMIDST OF ALARMS.
THE COUNTESS TEKLA.

Louise pE 1A Vairiktrz, Being the first
]‘))art of Tue VicoMTE DE BRAGELONNE,

ouble Volume.

MatTRE ADAM,

THE Max v THE Iron Mask. Being
the second part of THE ViCOMTE DE
BrAGELONNE. Donble volume,

Tue MouTs or HeLL.

Nanon. Double volume,

PAULINE ; PascaL Bruno; and BDNTEKOF.

Pz La RUINE.

THe Prince or TwHieves,

THE REGENT'S DAUGHTER.

TuE REMINISCENCES OF ANTONY.

Rosin Hoop, -

THE SnvoweaLL and SULTANETTA.

SYLVANDIRE.

TALES OF THE SUPERNATURAL.

Tue Turee MuskeTeers. With a long
Introduction by Andrew Lang, Double
volume,

Twenty YEARS AFTER. Double volnme.

THE WiLp Duck SHOOTER. -

THE WOLF-LEADER. Ly

R

THE MUTABLE MANY,
Benson (E. F,). DO
Brontd(Charlotte). SHIRLEY.
Br})zv;zll (C. L. THE HEART OF
Burton (J. Bloundelle). ACROSS THE
T SEAS.
lﬁgﬂn).,( Iota ). ANKE MAULE-
NBernard) THE LAKE OF
Clisf%ml (Mrs, W. KJ). A FLASH OF

MER,
MRS. KEITH'S CRIME.
Connell }S{F Norreys). THE NIGGER

Corbett (Julian) A BUSINESS IN
GREAT TERS.
Croker (Mrs. B. M.). PEGGY OF THE

BARTONS.
A STATE SECRET.



