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CHAPTER L

THE NATURE OF AN UNPLANNED
ECONOMY

X

I'r uas long been a joke against socialists that they
would answer every question and dispose of every criticism
by a reference to the ** abolition of the capitalist system > ;
but that if pressed they would, as often as not, be quite
unable to explain in precise terms what exactly was to be
understood by that phrase : what were the features which
made the capitalist systemn capitalist, and the removal of
which would constitute the abolition of that system, as
distinct from a mere step forward in its evolution, Equally
bave they been accused of vagueness in their conception of
that socialism, the substitution of which for the present
order would, in their view, have such happy results. Like
the apocalypst who promises that in the hereafter there
shall be * no more sea,” the socialists are charged with ex-
pecting the imagination of their audience, no less vivid than
their own, to fill in most of the details of the picturs.

This hook, which is chiefly concerned with a comparison
of actual socialist experiment in the world of to.day with
the economic systems under which the English, the Ameri-
cans or the Germans are living, and with the probable
future relations of alternative economic systems to one
another, must begin with an attempt, at least in part, to
meet these charges, In other words, any contrast of socialism
with capitalism, of plan with no-plan, must begin with a
clear understanding of just what is meant by each term.

And we must confine ourselves to essential differences ;
not forgeiting that what is called capitalizm is by no means
the same yesterday, to-day and for ever, and that what
in Soviet Russia is called socialism or Cormmunism is
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characterised above everything by an astonishing readiness
to change its mind : to pass one law to-day and an exactly
opposite law to-morrow, We are talking about a world that
does not stay put : a world moreover, which iz nowhere
wholly consistent with itself or, as we shall see, with its own
principles. At the outset it is the principles about which we
must be clear, not the inconsistencies in their application.
The latter may provide sufficient entertainment at a later
stage, We have, accordingly, to disentangle the relatively
permanent and universal from the relatively temporary
and particular. Only when that is done can we go on to re-
cognise that the word * relatively ” is important ; that
there is rothing that may not change in the end ; and that
the fisture may blur over those distinctions which we regard
as most fundamental—distinctions for which to.day a large
number of young Communists are eager, and a perhaps
equally large number of their opponents are prepared, quite
literally, to shed their blood. Having, in fact, located our
rival economic systems at opposite poles, and made perfectly
clear what we mean by north and south respectively, we shall
later be ready to consider the possibility of all sorts of cosmic
changes, violent or gradual, which may eventually distort the
maps which we have so carefully drawn, These possibilities
are considered in the later chapters of this book ; but the
making of the maps remains the first job, and one which
is a necessary preliminary to any discussion of the more ex-
citing and more speculative possibilities of the future.
Fortunately this job has been made very much easier in
the last few years by the appearance of Soviet Russia on the
scene. There is very little excuse now for the socialist who
cannot say what he means by the terms socialism and capi-
talism, Since the Russians have produced something which
by unanimous consent is anyhow not capitalism, it is no
longer necessary for the socialist to wander about in the
clouds describing the shadowy outlines of mythical worlds. It
is not, indeed, necessary to identify any particular socialist
ideal with the actual state of affairs now existing in Soviet
Russia ; far from it. But the whole situation is simplified,
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now that every such ideal can be defined by comparison
not with one, but with two, opposed concrete realities.
“In my world,” said the old-time socialist with exaspera-
ting complacency, ** there would not be poverty or unem-
ployment or wanton destruction of wealth by greedy pro-
fiteers, All this would be changed.” * Would it indeed ?
his realistic opponent would reply, and the argument
generally ended in a deadlock about the possibility of
changing . human nature. To-day that argument can be
carried at least one stage further, ““ Do they still have these
troubles in Russia ? »* hoth parties can ask together (that is,
if they do indeed desire to test the truth of their respective
opinions and not merely to vindicate each his ewn uncon-
querable certainty). The answer may be yes, or it may be
no. If it is_yes, the socialist must think again, and attempt to
discover whether the economic mechanism that the Rus-
sians are trying to operate has in very truth failed to pro-
duce the effects which he! confidently foresaw from its in-
troduction ; or whether their machine is not really his at all,
but a quite different one, in which case he must try to define
its differences from his own blue print ; or whether it is just
that things which creak in the hands of Russians would run
smoothly under the management of Germans or Americans.
If the answer is 20, then the disputants must attempt to dis-
cover exactly what differences between the Russian and the
Western world are responsible for this happy result ; and
the lover of capitalism will doubtless go away pondering
whether he could not copy just that much of Communism
and still keep-the cherished features of the world he knows
essentially unaltered.

In view of the predisposition of the human mind towards
the past hoc ergo propier koc type of fallacy, or, in plain English,

1 Marxisn socialists (incluglrﬁ. I believe, the revolution Bol-
shevik wimme Ruszian Social Democratic Party) formerly wsed the
termas soci and Communism indifferently, in reference to the world
which their revolution was to inteoduce, I vse the termy with like in-
difference except where it is necessary to distinguish between their
modern political colour, or between the first or socialist, and the

second or truly Communist, phase of the post-revohati world as
differentiated by the Marxians themselves, Sec below, pp. ap6-229.
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in view of the skill of all of us in picking illustrations from the
world of experience to fit our preconceived notions about
the sequence of cause and effect (so that, for example, we
cheerfully argue that an improvement in unemployment
after, say, a November clection is due to the change of
government, when in fact it is just the normal seasonal re-
sult of our Christmas shopping)—in view of these weaknesses
the appeal to fact is, of course, not conclusive and not with~
out its dangers ; but it remains better than the absence of
any fact to which appeal can-bhe made. The hopeless bog-
ging of the old socialist-individualist type of argument (even
where it was conducted in a reasonably scientific spirit)
was inevitable so long as all the evidence on one side was
drawn from experience and on the other from imagination.

X1

. With this much of preamble we may now get down to the
task of enquiring what are the essential characteristics of the
two opposed types of economic mechaniam that we know,
In this chapter we shall be concerned only with the non-
Communist unplanned type, leaving the Russians and their
plans for the next. And it should be added that at this stage
we are talking only about economic mechamism—the thing
that makes the wheels of industry go round, when they do,
in fact, go round ; the whatever-it-is that decides for us
what the Planning Commission decides for the peoples of
the Soviet Union, namely, such questions as how many
pairs of boots and tons of coal will be produced this
year, and what your wages and mine will be, and where
new factories will, or will not, spring up, or new roads he
opened. It is a commonplace that in the world of no-plan
these decisions are, as a whole, nobody’s business ; but they
must in fact get decided somehow all the same.

The explanation is, of course, that the regulator of the
no-plan world is gricz ; or, more accurately, movements of
price. This is a commenplace to any academic economist,
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and it is roughly appreciated by anybody who stops to think
about the matter at all ; but it is not, I think,2very gencrally
realised exactly how the price mechanism operates and how
absolutely vital it is to the no-plan world.

The first important function of price movements is that
of rationing restricted supplies. Very few of the good things
of this world are yet supplied in such abundance that it is
possible to allow all and sundry to help themselves without
restriction ‘whatever, as did the fortunate folk in William
Morris’s News from Nowhere, where the hero (who came from
our world), on going into a shop (as he thought) to buy
some tobacco and a pipe, found to his astonishment that
there was no such thing as buying : ke had only to say what
he wanted, and both tobacco and pipe (with a beautifully-
worked red morocco pouch thrown in, because his own was
shabby) were his for the asking. That world remains where
Morris put it—Nowhere. It does not exist in any capitalist
country. It does not exist in Russia, And the Russians, when
they tried something like it in the period of * moneyless
accounting * immediately after the Revolution, found that
they got into a dreadful mess,?

The Russians, it is true, have never altogether abandoned
the dream of something like some such happy abundance.
But they wecognise that, so long as there is any kind of
shortage, there must be some system of rationing or dis-
tributing supplics. They, therefore, like us, confine abso-
lutely unrationed enjoyment to those things of which it is
not particularly tempting for anyone to take much more
than bis share (such as the domestic consumption of water
in normal periods), or which cannot be seriously wasted by
the excessive consumption of an individual (such as the use

1 This opinion is based on a considerable amount of discussion of
cconomic questions with non-professional economic students in adult
classes and leckure audiences and elsewhere. I get the impression that
while everybody can see in & general way that price is to us what plan
is to the Rumsians, not many apply this perception when they come to
discuss practical proposals—e.g. for wage regulation—which invglve
material disturbance of the economist's ™ "

See below, pp. 19 £, ; 146,
3 See beiow. pp. 57 .
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of the roads or of the street lighting system). For everything
else some rationing system is unavoidable. And it is worth
reminding ourselves that, in spite of the enormous unde-
veloped potential productive capacity of modern industry,
shortage, in the sense of lack of supplies sufficient to permit all
o help themselves without stimt, exists throughout the world.
It is no doubt true that if our economic system functioned
to capacity, a vastly greater quantity of goods of all sorts
would find their way to consumers than is now the case;
but it is doubtful whether, even if every unemployed worker
was fully employed and every technical device yet known to
science fully exploited, we could, within, say, two or three
years do much more than double the world's present output.

A mere doubling, however, would be nothing. It falls
pitifully short of the quantity of goods that could and would
be quickly appropriated by conswmers, if things were
actually given away. One has only to compare the standard
of living of, say, a fairly successful member of the English
professional classes (whose standards of personal consump-
tion would be considered impossible poverty by those who
are really rich, as industry and finance reckon riches) with
the standard of the man by whom his house is built and
his garden dug, not to mention the coolies of China, torealise
that a mere doubling of the output of consumables would
go nowhere, if we all had a chance to help ourselves to

1This is not an accurate statistical calculation (the materials for which
do not exist), any more than is Mr. Bernard Shaw’s quite unsubstan-
tiated estimate (fnlellipent Woman's Guide, p. 59) that if' * we each took our
ecesery fociong au clovinog vod hoating el lintss sould be doos
necessary i othing an i ighting coul one
handsomely by less than half our present day’s work *—which s typical
of many others. The most rapid advance in productivity ever yet known
in the history da“"iwjmf that of the United States iu:act;p;ng
1919 to x929, during which output per worker is estima
Inmmiona?' Labour Office (Social Aspects of Rationalisation, p. 253)
to have increased by 51 per cent in ten years. The Russians, starting
ﬁ'omamuchlowcrlcvcl,daim(lpeechofsmmmpwwdinﬂfamlg
Deaily News, weekly edn., January i},:ggglmhnw"mm than doubled
the scale of industrial output in four and a quarter years, It view of
these estimates the guessin the text (even when allowance is tade for
the fact that from a quarter to one third of the world'’s workers are un-
employed in different countries) seexns to allow s fair margin.
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everything free gratis and for nothing. In other words, there
will be a shortage of supplies in relation to wants for many
a long day yet; and in consequence some machinery of
rationing or distributing those supplies must be an essential
part of any economic System that we can anticipate within
a2 measurable pexiod ahead.

Now the machinery of price rations with extreme simpli-
city. Raising prices discourages consumption. You cannot
afford to pay the price ; you go without ; or you make do
with less goods than you would otherwise have bought,
Prices are lowered, and new ranges of consumers come into
the market, while others already there think : “ Now is a
chance to buy a little more of this and that,” The manip-
ulation of prices in this way up and down, as supplies are
smaller or larger, makes it theorctically possible so to
arrange things that the public can always rely on finding as
much as they wish to buy, and are prepared to pay for,
ready for sale in the shops day by day. And it makes it
nearly possible in practice for this to be achieved. It is, after
all, & very rare experience under capitalism to find that
something you wish to buy cannot be had at any price ;
and, so far as thousands of articles are concerned, you may
confidently expect that what you want is ready now, to be
had without a moment’s notice, whether it be a pound of
sugar or a pair of skis, But this merely illustrates the effici-
ency with which the price mechanism keeps demands from
outrunning supply. In this direction the mechanism rations
nearly as efficiently (on its own principles) in practice as
can be shown to be possible in theory.

The success of the system in the opposite direction is not
always quite as great. At the moment we are accustomed to
see the shops stocked with much larger quantities of goods
than people will buy at the prices now charged for them ;
so that an enormous amount of time and effort and money
is wasted in trying to induce you and me to buy what we
simply do not think worth the money asked for it, and
what relatively few of us can be persuaded to think werth
that money, ¢ven by all the coaxings and threats and
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promises of the canvassers who are sent to call on us, and the
subtle influence of the competitive advertisements that we
see. But the only reason for these blandishments is that those
who sell are afraid to tempt us with low enough prices,
because already their profits are disappearing, and because
in many cases they are actually selling at a loss, which they
naturally do not wish to increase, The causes of this muddle
will be discussed at length in later chapters.i At the moment
we have just to take it as a situation which exists.

In that situation it remains true that if the people who
have goods to sell were prepared to scll them cheaply
enough, even, in the last resort, to the point of giving away
what would not fetch a penny or a halfpenny, then they
would soon clear their stocks of everything that had any
use in this world at all ; and perhaps of a great deal else of
which this could not trutbfully be said. At each successive
reduction of price new buyers could be found. It is practic-
ally a4ll a question of price. Naturally the demand for some
articles expands more quickly as prices fall than does that
for others ; naturally some people would buy this and others
that ; but there are hardly any exceptions to the rule that
it is price, and price only, which prevents copsumers in the
mass from buying what other people are so anxious to sell,
And this failure occurs, not because the price-rationing
system itself ceases to be effective, but because we find our-
selves unable or unwilling to let it have free rein-—a disting-
tion which, while it may sound hardly more than a matter
of words when applied to the actual practical world of to-
day, has, none the less, considerable theoretical importance,
which may well prove helpful for guidance in the future,
Mavements of price upwards will always eke out a shortage
among huogry and clamorous consumers. Movements of
price downwards will always discover new possibilities of
disposal of stocks ; provided always that nothing is done to
prevent these movements from going far enough. There is
no absolute demand for anything, though many people are
to-day in danger of forgetting this, There is one demand

3 See pp. 15156,
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at this price, another at that, a smaller demand when the
price is higher, a larger when it is lower,

Year in, year out, then, the price mechanisr can claim to
distribute goods efficiently, in the sense that it equates
demand and supply. The present choke-up does indeed
show that mechanism at its weakest ; and it is fair to add
that this weakness, while it is exceptional in its intensity, is
not unique in the history of capitalism. But even the present
choke-up is only a relatize failure. A certain percentage of the
world’s products that are intended for consumers do not get
distributed to anybody at all. It is a significant percentage ;
butfailureis still the exception vather than the rule, If, indeed,
that were not so, things would be a great deal worse even
than they are for those who live in the capitalist countries,

It is perhaps wise to remark at this stage that the state-
ment that the price mechanism succeeds in distributing
goods with relative ¢fficiency is quite a different thing from
saying that it distributes those goods justly. Smooth working
is one thing : just working ancther. Nor does the common
tendency to confound the one with the other do anything
but hinder attemnpts to create that happy state of affairs in
which hoth might coexist, If one throws a handful of meal
into a hen.run, the distribution will be neither efficient, nor
(I should guess) just, The principles will be those of first-
come-first-served plus might-is-right, but they will only be
carried out at the expense of a great deal of scuffling and
pecking and scurrying to and fro in the attempt to catch
a grain before somebody else does. An authoritative poultry
farmer might segregate the hens before feeding them and
give larger portions to those that were stronger and swifter
than to the others, This would he efficient distribution,
though it would be neither more nor less just than the other,
Equally, of course, might the autocrat of the poultry run
reverse the procedure, and feed up the weaker, letting the
stronger go short, This would also be efficient distribution :
I do not say whether it would be more or less just than its
oppoaxte The question of the equity or justice of our method
of rationing commaodities is not relevant here,
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So far we have considered the price mechanism as a
means of rationing only supplies of those articles which we
commonly think of as sold in shops. But these are, of course,
by no means the only things thus rationed. The rents which
are paid for land and buildings serve exactly the same
purpose in relation to goods of that more durable kind. In
developing districts, where the accommodation available is
scarce in relation to the demand for it, rents will be raised
and the supplies thus spread over those who can and will
pay the rents demanded. Those who cannot or do not think
it worth while to do 30 are automatically ruled out of the
market. And, similarly, if landlords or estate agents have
over-estimated the strength of their position, and find it
difficult to get tenants for their property, it is only through
an adjustment of tents, that is of prices, that supply and
demand can be equated in the end.

Mention of this kind of price rationing, however, quickly
shows that price movements have even more important
functions than the mere distribution of this and that to
various consumers according to their willingness and ability
to pay. For, in the case of such things as sites or buildings,
different prospective tenants or purchasers may intend to
make quite different uses of their opportunities, should they
do a deal with the landlord. A site may be used for the
erection of a cinema or a block of flats or a church or a
school or a factory. If, in actual fact, the cinema proprietor
alone is able to pay the rent demanded, the fixing of the
rent at that figure will have done more than merely allocate
the site to him personally. It will indirectly have promoted
an extension of the supply of motion-picture entertainment,
as compared with the supply of living accommodation or
religious exercises or education or whatever goods might
have been made in the factories that might have stood where
the new picture palace is now to be built.

In other words, thesecond fanction of the price mechanism
is to decide what shall be produced. Price movements
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regulate the distribution of supplies of goods already in
existence ; but they also determine whether those sup-
plies shall come into existence at all, and at what point the
production of any particular article will come to an end. In
Russia the authorities decide that in a particular year there
shall be woven so many thousand yards of cotton cloth ;and
they publish this decision, or perhaps we should rather say
this good resolution, somewhere in the forty thousand pages
of their Five Year Plan. No similar decision is made for this
country, though in fact, of course, our production of cloth
or any other article must reach some figure and then stop.
That figure is reached as the result of forces which reveal
themselves through movements of price. The only mechan.
istn which we bave for expanding the production of,
say, boois and diminishing that of, say, coal is a change in
the prices at which these commodities can be made and
sold. Qur theory is that, if there is an expanding demand
for some article, the price that consumers are willing to pay
for it will be firm, or will show an upward tendency ; and
that this price movement will make the production of that
article so attractive that new supplies are called into being
to satisfy the growing demand. And equally, of course, the
production of anything comes to an end when nobody thinks
that the price he is likely to get for producing a scrap more
of it will be adequate. In 1932 the output of coal in Great
Britain amounted to 201,473,299 tons, The only reason why
it was not 201,473,300 tons or 201,473,298 tons was that
the movement, actual and anticipated, of all those prices
which are relevant to the production and sale of coal made
the production of the 201,473,299th ton appear profitable
and the production of the 201,473,300th ton unprofitable,
And it is, of course, exactly the same force which determines
the stopping-point of every other industry. Moreover, the
principle regulating the output of our various industries is
Jjust the same, whether we are all fully occupied, as during
the war, when the contraction of one industry is matched
by the expansion of another, or whether we are living in
3 alump like the present, when all industries taken together
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stop short of providing full occupation for our workers and
plant. And the principle is not affected by the ambiguities
which lurk behind the expressions *“ profitable production ™
or “ attractive price.”” At the moment we do not need to
say more than that prices are attractive when they attract ;
that is, when they stimulate somebody to do something or
to make something, or to permit something to be done or
made.

v

We may pass now to consider some of the consequences of
the fact that it is the price mechanisma which determines
what is to be produced, and in what quantities. Of these
the most important is the power of that mechanism to decide
what occupations we shall all follow, If certain things are to
be made, it is necessary that there should be people willing
and able to make them. But in our system the supply of an
adequate, and not more than adequate, number of doctors,
tailors, miners, nurses, waitresses, is no more a matter of
advance collective planning than is the supply of the goods
and services which the members of these various professions
produce. At any one moment there is a certain number of
people following, or secking to follow, each of these callings
and no more. The question is : how does it happen to be
just that number and neither more nor less ? ,

The obvious answer, as everybody knows, is that each of
us is what he is as the result of a combination of luck (good
or bad), opportunity, tradition, ability and a heap of other
social forces equally incalculable, If, however, this was the
whole story, and there was no force whatever at work to
direct our labour upon something that might be called a
rational system, the state of capitalist society would long
ago have become even more chaotic than it is, There would
be no relation whatever between the supply of workers in
different occupations and the prospect of their services being
used in those occupations, In actual fact, while every in-
dustry is liable at any time to show some such disproportion,
and while at certain times there may be a considerahle
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margin of unused labour nearly everywhere, it still remaing
true that here again success (in the limited sense of an
employer being able to find as many workerz as he wants
and a worker being able to find someone to employ him) is
more common than failure. And, what is particularly to be
noted, this degree of success is achieved over periods when
there are the most far-reaching changes in the occupations
of the people, necessitated by similar changes in the con-
sumption of the people, or in the character of the goods
which they make for sale to other peoples. Fifty years ago
there were no workersiengaged in the manufacture of radio
sets and parts or of \motor-cars, far fewer commercial
travellers or industriall chemists, but considerably more
workers on the land. chow the former groups have
turned up from nowhetd and the latter have disappeared.

The only recognised anism for bringing about these
changes in our society 1 \again that of price movements.
New workers are induced yoenter industries that are on the
up-grade by improvemepn in the remuneration which
they can ¢arn there, ay cdthpared with that of the other
occupations within their Yeach. They are (eventually)
expelled from declining tradeh by the discovery that they,
or more commonly their sondand daughters, can get better
money elsewhere, It is in only on movements in the
relative price paid for different &inds of labour that we rely
for the distribution of that labow between the various uses
to which it may be put. In this context the term * price of
labour * has, of course, to be interyreted broadly, to include
more than the actual money wage paid in different occupa-
tions ; for, as has often been poined out, such factors as
the nature of the work, the hours oilabour, the chances of
pertnanent employment and & host +f other considerations
have all to be weighed up, when ;e is considering the
relative attractivencss of different cllings. If, however,
these implications are understood, we e justified in saying
that in the unplanned price-regulated iociety the price of
labour is the instrument which regulaty the distribution
of labour.

A
4
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This statement carries an important corollary, For it
compels us to regard every wage or salary (or indeed any
income lcgally acquired by any means wha.twer) as two
things. It is, first, the reward of the recipient for something
that he has done (or, in the case of incomes other than
earned, for something that he has permitted other people
to do). And it is, in the second place, 3 means of causing
that thing to be done or 1 he permitied, The difference
may be only one of emphasis, but it/is very important,
because, if the second aspect should be ignored altogether,
the system under which we live woyld break down com-
pletely.? And it is always in some datger of being ignored.
For, outside economic treatises, mpst discussion of wage
rates or of the distribution of idcome throughout the
community is concerned only with the first function of
incomes : that of acting as rewands, We feel that our wages
are inadequate because we live on them as we think
it reasonable to live, or becausd somebody else, whom we
have no reason to esteem as superior to ourselves, ecarns
more than we do. We are, in fct, enormously and rightly
concerned with the injustice off the present state of affairs,
contmsungt he few rich with the many poor, and denoun-
cing the impropriety of the payment of large incomes to

m).t:ga.tmg these i m,]umccs, e ave immediately brought up
agmnst the other view of i come payments, 1f, eti humani.
tarian grounds, wages are d in an industry the demand
for whose products is decining, is there not a danger of an
influx of fresh workers ing employment there just at
the time when opportufities of employment are diminish-
ing ? If a skinflintish /mployer, apening up a factory to
exploit some new prociss, decides to pay 20 per cent under
the current rate of bcal wages for similar work, will he
{except in times of gneral unemployment) get anybody to

\’«Fwafulludmumﬂnnflhum ject the reader is referred to Miss

L. CGrier's Presidenti dmuwSmtmnFofthe British Axociation,
blished under the mﬂmqf"’lgﬂmthe}?mn]w
or December 1925,

/
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work for him ? By such congiderations our dependence on
wage rates as a regulative mechanism for the distribution
of labour is shown to be always present in the background,
however much we may like to forget it or to leave it out of
the foreground. And untl something else is invented to take
the place of this mechanism, that dependence will remain.

This is true, further, in spite of what was hinted just now
about the extreme clumsiness with which the mechanism
operates in the actual world, where it is obstructed by
unequal distribution of opportunities, social prejudices and
so forth. It is a commeonplace that few of us are in fact free
to dash all over the country from Aberdeen to Plymouth,
or to abandon fishing in favour of playing the saxophone
in a municipal orchestra, merely becanse it would be to our
economic advantage to do so. Still less can we take up law
because the Lord Chancellor gets £10,000 a year and
successful barristers a great deal more, when at present we
are employed as office cleaners. The regulative force of
comparative earnings is enormously obstructed by the fact
that we are segregated into social and economic classes, and
that movements in the price of labour in one class can affect
only the members of that class and a fringe of classes
immediately adjacent. Yet in spite of these obstructions it
is the only force that even attempts to guide the distribution
of labour on an intelligible system.

In other words, the effect of these obstructions is tw
prevent the price economy! from living up to its principles :
from obeying its own rule that rising prices indicate the
need for increased supplies and vice versa. It is entertaining
to reflect what a different world we should have if those
principles were in fact logically carried out ; if, that is, the
price paid for any kind of labour did effectively control the
supplies of that labour, so that higher earnings always

1 Throughout this book I use the term * economy " as synonymous
with  economic rystem.” Thus by * planned economy " is meant a
society in which economic activitis are deliberately planned, by
* price economy * ene in which movements of price are the controlli
force. This is quite distinct, of course, from the use of the term * economy
tb mean saving money or avoidance of waste,
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promptly attracted new entrants to a profession, while a
reduction of carnings frightened away those already there.
Obviously, such a condition could not come about unless all
occupations were freely and actually (not, as is thé case
at present, merely legally and theoretically) thrown open
to all sorts and conditions of men and women, and unless all
the training necessary for specialised and skilled occupa-
tions could be acquired without payment or loss of earnings.
But if we could imagine that all the present obstacles to the
free functioning of the control of price over labour distribu-
tion were thus done away, there would, no less obviously,
begin an enormous drift of labour from the bottom to the
top end of the present economic scale ; with the result that
wages at the top would be levelled down and those at the
bottom levelled up, until something much nearer equality
would result throughout the whole system : those differences
that remained being due ¢ither to the superior attractions of
some kinds of work over others ; or to the impossibility of
training some people for certain occupations (the higher
mathematics secems a2 good example) ; or to temporary
factors, due to the necessity of making changes in any given
distribution of labour in order to provide for the changing
tastes and needs of succeeding generations ; or to the
absence of any common opinion as to what is, and what is
not, a nice job. In other words, it may be plausibly argued
that the logical consequence of the very principles on which
the capitalist society is itself founded is an inherent tendency
towards equality of remuncration for all. This somewhat
paradoxical conclusion has, however, no immediate
relevance to our present argument ; nor, it is to be observed,
does it justify proposals to establish equality of remuneration
without making any other changes in the organisation of
economic life. To begin at that end would be to induce a
gigantic muddie, since it would hopelessly upset any balance
between the supply of labour and the demand for it in
different parts of the economic field. To say that the prin-
ciples of the price economy, if carried to their logical
conclusion, would continually approximate to equality of
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earnings is not the same thing as saying that the introduc.
tion of equality of payment into a price economy which
does not live up to its own principles would teach us reason.
It would, most evidenily, not have that desirable result.
It is, then, price movements which, though imperfectly,
govern the distribution of lahour between different uses,
with all the incalculable human consequences which that
formula implies. And it used to be argued that the influence
of the price mechanism upon labour went even further than
this ; that, so far at any rate as the more humble forms of
labour were concerned, the remuneration in prospect regu-
lated the supply, not merely of workers in one occupation as
compared with another, but in all occupations taken
together, According to this elegant theory, the worker was
supposed to beget additional children in proportion to any
rise in his wages ; or, at the least, if this ratio were not
exactly realised, there would be a balancing increase in the
proportion of the children already begotten who would
survive to maturity as the wages of their father rose. It was
never explained why at least the first of these two proposi-
tions should not apply to the more prosperous as well as to
the working classes, and why therefore the superior incomes
of the well-to-do had not long ago been wiped out by
proportionately rapid breeding. But no doubt in this, as in
other matters, the simple answer is that those who theorised
about the habits of the workers had not realised that the
subjects of their theories were in fact ordinary human flesh
and blood like themselves, Be that as it may, however, the
doctrine that the general supply of labour is thus regulated by
the price paid for it in wages has recently lost caste. It is
evident that people do not thus adjust their breeding to the
laws of demand and supply ; and it is no less evident that,
even if they did, the attempted adjustment must be fore-
doomed to hopeless failure. For the new supply of labour
could not (with the school-leaving age at its present level)
appear on the market until at least fourteen years and nine
monthy after the occurrence of the rise in wages which was
supposed to indicate an increased demand for that labour,
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by which time there is every chance that the increased
demand will have completely vanished. There may perhaps
be a little more to be said in support of the view that the
survival-rate of working-class infants varies with the rate of
wages. But even this part of the theory does not stand
scrutiny much better, For it i5 very young babies that are
most quickly killed off by hard conditions of living, and
whose chances of survival are correspondingly improved
when the incomes of their parents rise ; and the lag, there-
fore, between an increased demand for labour, and the
supposed appearance of a correspondingly greater supply
available for employment, is not much less in this case than
in the other. Altogether the theory that the supply of labour
in general is governed by the price of labour is (one is glad
to think) rather nonsensical. For practical purposes the
economic system has to take the whole supply of workers as
a datum not within its own control.

v

A somewhat similar theory, however, applied to another
part of the economic field has considerably more to com-
mend it, and reveals another sphere in which the price
mechanism serves to decide important economic questions ;
that is, by its influence on the supply and use, not of labour,
but of capital. Since modern industry requires not only
waorkers but very considerable outlay on plant and materials
before it can function, some proportion has to be main-
tained between the production of these auxiliaries and the
manufacture of articles directly used in the satisfaction of
personal and collective wants, or—what comes to the same
thing~-between the satisfaction of the moment and provi-
sion for the needs of the future. The most casual glance at
either the Communist or the -capitalist system will show
that botk devote a very substantial part of their energies
to what may thus be termed indirectly, as distinct from
directly, useful activities : to constructional work, or the
creation of new enterprises which are intended, eventually
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to enlarge the possibilities of production of all manner of
good things, In this matter, incidentally, the Commumist
society has hitherto altogether outdistanced its capitalist
neighbours, much to the confusion of all the prophets.

These roundabout methods of production, as they are
sometimes called, involve, however, certain conditions,
They cannot be conducted unless the double process known
to a capitalist society as saving and investment, or some
equivalent to this, takes place. They require saving because
workers who are engaged on the construction of such things
as turbines and adding-machines, which are not directly
consumable, must be fed and clothed out of the products
created by others who are bakers or tailors ; which, if the
bakers and tailors ate all the bread they baked and wore all
the suits they made, would be impossible. The work of the
constructional workers, therefore, necessarily implics that
some provision is made whereby the whole product of in-
dustry is not in fact consumed by those directly engaged on
its production, or by idle persons served by these ; that is to
say, part of it must be saved. Hence the need for the favourite
eapitalist virtue of abstinence (as it used to be called when
practised on the grand scale by those who had little cause
to miss that which they abstained from consuming) or thrift
(as it is called when practised on the small scale, according
to which great individual sacrifice produees emall results for
the community). This is a virtue which may, indeed, both.
in its individual and in its social effects, be carried to a point
at which it becomes a vice ; but no sane person denies that
a certain (and, indeed, as the Russians have cause to realise,
a very considerable) amount of saving is necessary for the
highly complex forms of industry now in use.

The other side of the process, that of investment,? is equally

* It will be apparent that, in thelg:guthatfoﬂw, the termn invests
mene is used in & stricter sense than that of cormon usage. nvestment,
in the text, means the employment of resources in new enterprises of
which a common ou and visible sign is subscription to a8 new
capital izye offered to the public, It does sot include the

{e. on the Stock Exchange) of some existing security already in the
hands of anather holder which is what in nine cases out of ten is locscly
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necessary, Investment means using saved funds in the em-
ployment of constructional,. or indirectly useful, workers.
There is evidently no purpose in reserving part of the cur.
rent output of consurnables for the needs of workers ems«
ployed on projects of construction, if in fact no such projects
are initiated and the funds saved never find their way to
any-such workers. In these gircumstances saving, since it
reduces the income of the saver without increasing that of
anybody else, is merely a form of asceticism, practised (like
other forms) by the pious largely at the expense of other
people. .
Now it is evident that this double process of saving-cum-
investment has very important human consequences. It
reduces the income of some, increases that of others, alters
the character and the methods of production, and has been
a prime factor in substituting the black country for Eng-
land’s green and pleasant land, while (in its Communist
variety) it is rapidly transforming the Russian steppes into
a passable imitation of Detroit. Such decisions, therefore,
as those which regulate the extent to which it is to be
carried, and the machinery for effectively linking up its
two parts, are both humanly and economically very import-
ant. Looked at from one point of view, they are just one
species in the genus of decisions which is concerned with
regulating what shall be made. Looked at from another
point of view, they are akin, as was hinted above, to the
forces which determine the supply of labour and its distribu-
tion between different uses ; since there must be some cor-
respondence between the distribution of workers and the
supply. of factories for them to work in and machines for
therm to work with. The making of these decisions is there-
fore one of the big problems of any society, whether of the

(and for his Eurpow quite properly) described ss investing money by
the person who buys such a security. In that case it i apparent that the
transaction merely involves a change of ownership, and that no any
ipvestent takes place at all, unless the seller of the security himself
happens to use the funds received from the buyer to make such an
investment. The distinction is elementary, but I have known confusion
to arise through its being overlooked.,
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planned or of the hit-or-miss variety. How under capitaliam
do they in fact get made?

‘The answer is that, at least in part, these matters also fall
under the guidance of the price mechanism, Saving and
investment have their price, just as much as have goods like
boots, or forms of labour like doctoring, That price is, of
course, the payment which the saver and investor get for
what they do, or permit others to do, with their property ;
and it is shown, normally, in the rate of profit or interest
which they realise on their investments. The first half of the
process, that of saving, is, indeed, apt to be unruly from the
point of view of the price mechanism. Saving in the capita-
list world is, in greater or less degree, performed by all sorts
and conditions of individuals, as well as by public bodies
who have loans to repay and corporate enterprises who re-
serve part of their profits instead of feeding them all to open~
mouthed sharcholders., It is largely a matter of habit, of
confidence in the future and of economic status, There are
the super-rich who (one hears, though never from the per-
sons directly concerned) save because they are unable to
invent ways of spending the whole of their incomes, There
are the modest suburban householders buying their houses
on mortgage and inguring their lives, There are the business
and professional men hoping that their children will inherit
capital as well as brains. The motives of all these people, -
and the bases on which they calculate, ave as different #s
chalk is from cheese. But there seems reason to suppose
that the price which they expect to get for their saving is
& factor which enters into nearly all those calculations. They
expect to be rewarded with 5 or 4 or 3 or 2 per cent per
annum on all that they manage to put aside ; and though
some, as has often been pointed out, whose aim is to assure a
given income for their old age, will actuaily save more when
the price of saving is low, others will as surely follow the
stimulus of higher price as a donkey follows a carrot. They
will do for 100 per cent what they would never do for 5.
These are the people whose saving is truly strictly controlled
by the ordinary functioning of the price mechanism ; a
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higher price stimulating them to offer a larger supply of
saving, just as a rise in the wages of electricians impels
parents to apprentice their sons to electrical firms, or an
improved profit from wheat brings more land under the
plough.

It is, unhappily, impossible to say how much of the total
amount of saving actually pexformed at different times in a
capitalist community is a2menable to these various in-
fluences ; and in particular how much definitely shows the
standard responses to the laws of demand and supply. It
daes, however, seem likely that a rise in the current yate of
interest, if sufficiently great, will on balance increase the
propuortion of saved incorme. At all events that is what
Governments belicve when they are anxious to get hold of
our savings. During the war of 1914~-1918 the Government,
in its eagerness to prevent the public from spending all their
incomes and to induce them, instead, to surrender as wuch
as possible to itself, raised the rate of interest offered on
Government investments higher and higher—obviously
believing that the price mechanism would operate accord-
ing to the standard rules in this sphere and that the more
that Government paid for loans, the more money would be
lent to it. That belief, to judge from the lessons of experi-
ence, appears to have been justified. True, it may be argued
that the rise in interest was not so much intended to make
people save what they would else have spent in riotous
living, as to make them lend to the Government what they
would otherwise have invested elsewhere, i.c. that the rise
of interest was a means of controlling the distribution of
savings between different uses (or users) rather than of in-
creasing their aggregate total. It can only be a matter of
guesswork whether or not this is the whole story, and I
cannot do more than record my own guess that it was not ;
that the prospect of 6 per cent on an investment carrying
all the sccurity of the State (reinforced, no doubt, by
anxiliary motives of patriotism) did actually induce many
of the generation of Galsworthy’s Forsytes, brought up on
Consols at 2} per cent, to accumulate more vigorously than
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they would have done without the prospect of such a
reward,

In other words, it is likely that the choice between saving
and spending is at least partly controlled on the same
principles as the choice between producing saucepans and
producing cheese. And when it comes to the other half of
the saving-cum-investment process, the power of the price
mechanism is much more absolute, In the complex modern
world the two halves of the process are often, though not
always, widely separated--sometimes with disastrous ye-
sults. Thus A (a doctor) saves, and via B (a company
promoter) gets C (a plantation owner) to invest the results
of his saving. The private individual who conducts no busi-
ness of his own always divides the process somewhat in this
way, be he rich or be he poor. On the other hand, the com.
pany which finances extensions out of reserves, and the
husiness man who never has any money 1o spend because
be is always “ putting back his profits into his business,”
perform, for the most part, both halves of the process them-
selves, They themselves pay out in the wages and cost of
materials necessary for their new ventures what they them-
selves have saved. But whether investment is conducted by
the actual saver or by someone to whomn he entrusts the job,
it is clear that it is regulated as closely as anything can be
by price movements. Investment, when distinguished from -
saving in the capitalist society, is simply a matter of using
in the development of enterprises, which may turn out well
or ill, funds which the investor himself or someone else has
refrained from spending on his own or his family’s pleasure.
The only reason for the process is the investor’s hope that
theae enterprises will turn out well ; and the better the
results of past investments, the more likely are people to
believe that the future is rosy also. That is to say, a rise in
the price paid for the service of investment will most readily
call forth further supplies of that service. And if all the saved
income available for use in the construction of new enter-
prise is already fully employed, then the agrecable retumns
offered may, as we have already argued, very well induce
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correspondingly more saving. Equally, of course, a decline
in the profits of investment will damp the enthusiasm of
those who might else have launched out into new under.
takings, No doubt mistakes will be made in this, as in all
the other operations of the price mechanism, particularly
as the period of time which must elapse between the decision
to embark upon some new sonstruction and the realisation
of its financial results is often necessarily a long one, so that
the investor (like the procreating worker of p. 23) may be
adjusting himself to an index which is no longer relevant
by the time that the adjustment is complete, But there can
be no dispute that it is upon price movements that every
actual or potential investor has his eye.

And, once again, the influence of the price mechanism
dominates both the supply of investment in general and its
distribution between various uses. Its power over the latter
is indeed so obvious as o require no comment. A large part
of our economic apparatus (notably the stock exchanges
and the financial press), and a still larger part of the mental
energy of all who have the least surplus over what they
regard as the bare minimum necessary for life, is devoted to
attempts to discover whether investment in, say, oil, com-
mands a better price than investment in, say, soap, and in
making the appropriate responses to the conclusion -arrived
at. To be sure, there is a sprinkling of high-minded persons
who are prepared to ignore the readings of the price me-
chanism when these would suggest investment in breweries
or in armament firms ; but the number of these idealists is
$0 small, and the scope of their scruples usually so restricted,
that they make no noticeable blemish .on the obvious
generalisation that the distribution of investment is gov-
erned entirely by attempted responses to the index of
relative profitableness to the' investor.

Little more need be said of the influence of the price
mechanism on the supply of investment in general. There is
no doubt that the supply of this service varies considerably
at different times, and that it even varies, though this has
only recently been realised, independently of the supply of
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saved funds seeking profitable investment. There are times
when people fall over one another to embark on the con-
struction of new enterprises even of. the most unlikely
character, There are other times when it is difficult to get
anybody to expand his business, or to open a new one,
though you may be ready to lend him the money for the
purpose without any charge whatever. The whole.explana-
tion of the passage from one such state to the other is
obscure. But it is evident to the most casual observer that
the primary cause of these moods is belief, even if it be
mistaken belicf, about the profit.to be realised from invest-
ment ; that is, about the price that will be paid for his
services to anyone who takes the risk of casting his bread
(or the bread that somebody else has, for a consideration,
lent him) upon the waters.

It follows from this that, just ag every income paid for
work done has two aspects—that of providing a living for
the worker and that of acting as a regulative force, control-
ling the supply and distribution of that particular kind of
work-80 also every unearned income has the same double
character. Humanly or ethically speaking, there may be all
the difference in the world between being paid for the sweat
of your brow, and being paid for giving permission to some-~
one else to use the plant or materials of which you are the
owner, in order that he may sweat in your stead. Economic-
ally, however, we have to recognise that the two forms of
payment are akin, and that both represent the performance
of one of the necessary functions of any complex economic
society, which, if it is not performed in this way, must be
provided for somehow else. Unearned incomes, whether
derived from what cconomists classify as rent, profits,
interest or royalties, are, like carned incomes, first, a way of
living for those who enjoy them ; and second, a means of
distributing the use, and (where this is possible) controlling
the supplies, of the properties in respect of which they are
paid. Handsome profits, on the one hand, make fat capita-
lists and good material for socialist cartoons : on the other
hand, they act as a magnet, attracting investible savings to
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those industries in which it is believed that such profits will’
be realised, and stimulating the avaricious to accumulate
yet more zealowsly, So also lordly royalties, though they
cannot make coal grow where no coal was before, have
their part in ¢ensuring that coal shall be dug from the bowels,
not vegetables grown on the skin, of land which, technically
speaking, is available for either purpose. '

vI

We have now reviewed, if somewhat sketchily, at least
the more important decisions which, in an unplanned
economy, are left to the guidance of price movements. We
have scen how price movements ration the distribution of
goods when these are already produced ; how, further, they
regulate the production of those same goods, determining
* what shall be made and what shall not; how (even if
clumsily enough in present conditions) to them is left the
job of finding workers willing and able to implement these
decisions as to what is to be made ; and how it is price
movements which decide how far present counsumption
shall be restricted in the interests of greater abundance
for the morrow. We have seen also how the powerof that
mechanism, and the precision with which it works, is much
greater in some parts of the field than in others ; but we have
not found that where it works badly anything has heen sub-
stituted to take its place. It was, for example, clear that the
whole business of saving responds imperfectly to the stimulus
by which it is supposed to be controlled. Some people con-
tinue imperturbably to save all they can, even when the
price of saving is running down so low that.they would long
since have abandoned the habit, had the interest to be de-
rived from their accumulations alone been their guide, In
these circumstances, however, nothing is done to induce
them to desist, or to see that what they save is in some way
or other also invested, except the circulation of letters from
the local Mayor urging the public at large to ** spend for
employment,” and even going so far as to suggest desirable
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forms of expenditure (such as painting the dining-room or
repairing the garden fence or buying vew shoes for the
children) which that pundit apparently supposes will not
already have occurred to his readers. 8o also, where the
price mechanism operates clumsily, not because people will
not, but because they cannot, respond to its guidance, the
capitalist society ignores the betrayal of its own principles
involved. By all the rules, the relatively high earnings of
teachers as compared with those of miners should induce a
great outflow from the latter into the foxmer occupation.
In fact, owing to the obstacles of class and the cost of
education, it produces only a trickle in that direction'; and
there too capitalism has been content to let the matter
rest.

Even in this hasty survey of the scope of the price economy
however, reference has been made to a large number of
major economic questions : I mean those questions which
every society has to settle somehaw, whether by deliberate
planning or by hit-or-miss, and on the settlement of which
depend the mode of life and the welfare of millions, These
examples will, I hope, serve to give some idea of the potency
and universality of the price economy. But it may be useful
to add one further illustration, which illuminates the power
of that economy yet more clearly by reference, not so much
to the sphere in which it is master, as to the limits within
which it is at least theoretically confined, Even the Western
capitalist world is not without its share of non-capitalist
enterprise, represented by those services which are provided
by the State and other public bodies. Of these, some, in-
deed, are conducted on principles which conform so closely
to those observed by ordinary capitalist firms that they can
hardly be regarded as outside the scope of the price mechan-
ism, To take an obvious illustration, the fact that the Post
Office is run by a State Department does not fundamentally
differentiate its activities from that of a railway company
under capitalist control, Both observe the essential prin-
ciples of the price economy, regulating the supply of their
services by the price which they can get for them, and the

Bs



34 THE NATURE OF

wages which they pay by what they believe to be the cur-
rent rates for similar labour in other parts of the ficld, and
both seek to make a profit out of their activities. There are,
of course, certain differences between the two forms of en-
terprise, notably the monopolistic position of the Post
Office and the consequently improved chances which it
enjoys of making a commercial success of its job ; but the
two must be regarded rather as different species of the same
genus than as distinct genera. For a number of reasons—
such as the technical nature of the industry or the desire
to collect taxes under the guise of payment for services
rendered—all public authorities, national and local, are
now responsible for the conduct of a number of industrial
undertakings,

Such activities do not, however, exhaust the scope of
public enterprise. Other services are undertaken in which
the State shows a much more lordly indifference to the
dictates of the price mechanism. Such are those concerned
with our education or our health or our recreation in public
parks, bowling greens and swimming haths, If the supply of
these services were regulated by the price which consumers
werewilling to pay for them, there would be precious little of
at least the first-named. Now these services are indeed dis-
tinguished only by the degree of their independence of the
laws of demand and supply from those mentioned above, of
which the Post Office is typical. But, so far as that indepen-
dence is real, they do represent a planned province carved
out of the territory of the unplanned system ; and as one
school of opinion holds that a public body can do no right,
and another that it can do no wrong, there is naturally at
all times a great deal of argument as to the proper boun-
daries of all public services. Since these controversies derive
from general principles, they ‘are perennial and for our
purpose relatively unimportans. But at times like the pres-
ent, when the ynplanned economy appears quite unable
effectively to control the whole of the province normally
assigned to it, new and significant issues appear. For at such
times all eyes turn towards the public authorities, in the
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expectation that they will find some way of so extending
their activities as to absorby those workers for whom com-
mercial industry now finds no place,

Now what commonly happens on these occasions is ex.
ceedingly instructive. The public authorities feel their re-
sponsibility. They are also aware of the truth that employ-
ment for employment's sake is a poor affair, and that, there-
fore, whatever plans they may concoct must be concerned
with useful and valuable work, and not merely with setting
people to dig holes and fill them up again in one form or
another, in order that the diggers and the public may
have the satisfaction of believing that the money paid by
the latter to the former is wages and oot dole. Hence the
authorities strive to produce schemes which will both give
plenty of enployment and provide us with what we were
all wanting but were previously unable 1w enjoy, and they
arc inundated with suggestions for this purpose from would-
be helpful outsiders. Ten years ago it occasionally fell o my
lot, as member of the economic rescarch staff of a political
organisation, to handle some of these schemes, and J recall
that among their contents regularly figured plans for cut-
ting a canal acros Scotland, for barraging the Severn so
that its tides might be converted into clectrical power, for
building new roads and bridges and repairing old ones,
and for planting bundreds of trees, In consequence of the
last item the whole dossier was commonly, and perhaps a
little cynically, referred to by my colleagues and myself as
* affarestation, ete.” Now I have no doubt that these were
all, or nearly all, excellent things to be done ; and I see
with satisfaction that after the lapse of yrars many of them
have found their way into the programmes of other political
parties. In 1929 Mr. Lloyd George (on behalf of the Liberal
Party) sponsored an admirable project which included plans
for rebuilding the (quite remarkably large)! number of
bridges in the Isie of Ely. But it is difficult vo believe that
they are exactly the projects, the need of which would have

* 1§ix bundred and thirty-eight, in fact, See We Con Comuer
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first struck a visitor from another planet who had been
asked to look over our economic system and suggest enter-
prises which he thought might usefully be set on foot to
meet genuine public needs, It is almost impossible not to
suppose that such a visitor, after touring the poorer quarters
of our cities, would have come forward with plans for so
many thousand extra pairs of boots, for increased provision
of milk, of underwear, of pots and pans and chairs and
tables, as well as with a large housing programme. The
absence of these things would surely have impressed him
more deeply than would the advantages to be derived from
bisecting Scotland or planting trees designed to provide
abundant timber two generations later,

The explanation is that in the extension of the planned
activities of public authorities there is an implied limitation.
These activities must not encroach on the sphere which is
still regularly assigned to the price economy. If the price
economy fails fully to exploit that sphere, then the public
authorities must not step in and finish the job, but must seek
some neutral territory to which the price economy has
never laid a claim and with which they are not at the
moment occupying themselves. They must think of some
enterprise the products of which are plainly and definitely
needed, yet which would in no case be conducted by a
capitalist firm working on ordinary commercial principles,
and, further, which they would not, apart from the special
crisisof the moment, ordinarily have undertaken themselves,
Anybody who has tackled the job will realise that it
is not easy to produce projects which fulfil all these con-
ditions, and that the rather curious assortment known as
* afforestation, etc.” has only been scraped together in the
effort to do so. This collection perhaps looks more credit-
able when the effect of these limitations on those responsible
for it is taken into account.

There is, indeed, a certain debatable territory between
the two systerns, of which housing schernes are a good ex-
ample. Whercas the provision of working-class dwellings
was formerly regulated almost entirely on the ordinary
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principles of commercial demand and supply, public
authorities have recently made large encroachments on
that sphere, and are beginning to think more and more
wistfully of the possibilities of combining in one place un-
employed builders and ill-housed workers. But, even here,
extension$ of public planning and enterprise have been
achieved only as the breakdown of commercial industry
appears to be complete and permanent, and a¢ the re-
sponsibility for that breakdown can itself be laid at the door
of the public authorities who have deliberately interfered
(as by rent restriction) with the free functioning of the price
mechanism., Even in this case planned public enterprise can
only walk in because the alternative system has definitely
put up the shutters and walked out. The absolutism of the
price economy is again illustrated by the respect shown by
its rival for the boundaries of its domain,

VII

Having thus briefly surveyed the operation of the price
mechanism here, there and everywhere, we have now to add
some general observations both about the nature of the
mechanism itself and about the character of the decisions
for which it is responsible ; for it is only if we clearly under-
stand the job that a piece of machinery has to do, as well
as the structure of that machine and the power upon which
its running depends, that we can judge the efficiency of
its working in comparison with possible substitutes.

To take the second matter first, it is worth emphasising
that the content of economic decisions is practically always
quantilative. The answer to an economic problem is bardly
ever yes or no, It is more or less ; so much more, 50 much
less. We have to decide : not, shall we spend or shall we save,
shall we build houses or shops, shall we train teachers or
doctors ; but how much shall we spend and save respec-
tively, shall we have more houses and fewer shops, more
doctors in proportion to teachers or vice persa ? This, which is
indeed obvious, is constantly averlooked by those who are
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anxious to show the merits of economic mechanisms other
than ours, but whose zealous hurry does not always permit
of adequate attention to detail. For instance, I have often
heard it said {and plead guilty to having said myself on
occasion) that one of the merits of public control of invest-
ment would be that it would, or could, distribute the savings
of the public on principles more in accordance with public
need than can a system run on the present profit~-making
lines ; that it would, for example, give preference to invest-
ment in the building of working-class houses rather than in
picture palaces or gramophone companies. Without enter-
ing into the general menits of this argument, which raises
vast issues (some of which will appear later in this book),
we can easily see that, while it may be suitable for emission
from public platforms, it is not sufficiently precise for the
constructive thinker who has got to get his detail right. For,
except in the (after all, not very probable) case in which it
is proposed to stop all investment in cinemas and gramo-
phones, what is ordinarily meant is that the amount of
investment in working-class dwellings would, under such
public control, bear a greater proportion to the amount devoted
to these forms of entertainment than is now the case. (And
even if we were to contemplate the extrere step of holding
up the production of frivolities altogether, we should have
still to consider the rival claims of the housing scheme as
against the plans for new factories to produce, say, boots or
furniture.) In the picturesque generalised form in which
these visions may be presented for public contemplation,
attention is concentrated on houses to the exclusion of all
else. We just imagine the slums and overcrowding gone and
see that a housing programme is good. But the quantitative
nature of the question, which. has so much less dramatic
appeal, is there all the same. If we wish to build more
houses we must eventually face the question, how many
mare ? which means realising that there will come a point
when this wigsh will fade, and we shall be interested rather
in the production of other sorts of desirable objects or
oppartunities for enjoyment. And if we consider that much
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of our energy Is at present devoted to foolish and unproduc:
tive purposes, then, s soon as we are asked to step from the
realms of pleasing generalities into those of practical plans,
we are bound to decide just how far we are at fault, and at
what point we may rest assured that we have eliminated the
foolishness, or, perhaps we should say, are guilty only of
the kind of folly that is permissible, if not praiseworthy.
Every economist knows where this argument leads :
namely, to the conclusion that no kind of work and no kind
of product is intrinsically and inherently at all points
superior in social value to any other kind. In fact, every
university-trained economist always sees red when the
phrase  intrinsic value ¥ is mentioned. Yet this conclusion
of the relativity of all values is, in my experience, extremely
repellent to those who have not undergone this particular
form of training ; and many who, on reflection, will accept
the argument as an intellectual exercise, revert to their
original views as soon as it comes to embodying academic
conclusions in practical policies. Tt is, they find, incredible
that (to take the time-honoured examples) bread is not in
some absolute gense more valuable than diamonds, or
refuse-collectors more estimable persons than pierrots. Nor
are they satisfied by the economist’s concession of the point
that existing valuations as reflected in existing monetary
values may be all out of gear with moral principles or even
with social need, understood as the greatest happiness of
the greatest number, since these valuations merely reflect
aggregated public opinion (and that weighted in favour of
the rich), and since people may hold quite mistaken
opinions as to what is good either for their souls or for their
carthly happiness—that it may, for example, be such
mistaken opinions which are responsible for the high
monetary value set upon cocaine, the belief entertained
by a number of unhappy rich people that this drug will
make themn happy being in some absolute philosophical
sense wrong. For this concession merely leads into the misty
spheres of moral philosophy. It does not affect the econo-
mist’s conclusion that if a thing is desirable at all, it is not
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always equally desirable, and is not, therefore, always with
confidence to be preferred to some other thing which is
also (but at the moment less) desirable.

Yet this conclusion is surely only common sense, and,
what is more, practical sense, It is true that if we could
imagine a world in which nobody had anything at all, the
inhabitants of that world would certainly call for some of
some things hefore they so much as thought of indulging in
the production of any of certain others (sce The Swiss
Family Robinson!) ; and that, in this restricted sense, the
former goods may be said to enjoy an absolute superiority
over the latter, and that we may even go so far as to say that
the existence of this superiority has in all circumstances a
certain potential importance. But these distinctions have
no relevance when we are considering the kind of problems
with which a complex and developed economic system is
concerned. In such a world we have to do, not with begin-
ning at the beginning, but with the provision of an enormous
range and varicty of products ; and, one way or another,
the question has to get itself settled how much of each is to
be made and whe is to have what for making them. In such
a world the need for more of this and less of that evidently
depends on how far the need for this and for that is satisfied
already. It is impossible to deny that the very goods we
are instinctively disposed to reverence most-may become
mouldering encumbrances, if we are provided with these to
the exclusion of all else. It is impossible to deny that a very
silly mistake would be made if, impressed with the absolute
superiority of bread, as the staff of life, over everything else,
the whole world devoted itself to the production of bread,
and abandoned all other forms of production altogether.
It is equally true that, admirable though a certain measure
of the services of refuse-collectors may be, these gentlemen
would become a public nuisance if we were favoured with
such abundance of their attentions that the houscholder
was disturbed every quarter of an hour in order that his
dustbin might be emptied,

These last paragraphs may appear to be of the nature of
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a digression, serving only to flog a favourite, but not very
relevant, theme, But they are, I believe, in fact very closely
related to the discussion of fundamental economic mechan-
istos ; for until the relative nature of all economic values is
realised it is impossible to understand what an economic
system is frying to do, let alone whether it succeeds or fails,
Now a system which is governed by the price mechanism
adjusts itself, by definition, to movements in relative prices,
producing more of this and less of that according as the
satjation of one demand is reflected in relatively unattrac-
tive prices for further production of that type, and the
urgency of another makes prices in other lines correspond-
ingly alluring to the producer. It knows nothing of abso-
lute superiorities and intrinsic values, and finds nothing
paradoxical in the fact that in the world of to«lay (outside
famine areas) people, even working people, will often give
more money for a spinning-top for their children than for a
loaf of bread ; while, inside the famine areas, the whole
scale of such values may be, by comparison, quite topsy-
turvy. And the price mechanism has the further advantage
that it is capable of registering an almost infinite gradation
of values, and (where its operation is not obstructed by
forces working counter to it) of adjusting its activities to
these gradations. In other words, a price is by its very
nature an instrurment of quantitative comparison, and a
finely constructed instrument at that. Where both produc.
tion and purchase are guided by price movements, both
producers’ and consumers’ problems are immensely simpli-
fied, since reference can be made to an index which not
merely registers that more of this and less of that is de-
manded, but which gives also a definite gquantitative measure
of such changes in demand. When prices rise or fall they
rise or fall by a certain percentage ; and consumers and
producers can therefore deduce both that something is
happening and what precisely is the scale of that some-
thing ; and they can make, accordingly, what they deem to
be appropriate responses both in the nature and in the extent
of their actions, We may indeed find that price movements
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in the existing world are often false guides, and that the
responses which the system makes to them are inappro-
priate and clumsy ; but at the moment it is worth noting
their technical merits as instruments for governing what
must in all forms of economic organisation be essentially
quantitative decisions, When.we come to wrestle with the
problems of a planned society, we shall find that it is in this
quantitative character of all major economic decisions, in
this relativity of values, this complete absence of reliable
and universally valid and comforting generalisations, that
X is to be preferred to Y—wherein lies the real difficulty of
getting those decisions right.

It is almost putting the same thing in other words to
remind ourselves also of the importance of the element of
balance in all economic decisions. Strictly speaking, that
clement is present, I suppose, in all decisions. Making up
your mind is always making up your mind to follow one
course rather than another, and therefore it involves {or
rather should involve) weighing the advantages of one
course against those of all possible alternatives, in order to
strike a correct balance, In economic decisions, which are
concerned with making more of this and less of that,
spending sixpence here or saving it there, this element of
balance should be always in the forefront of the mind, It is
foolish to say: ‘* Cigarettes soothe the nerves; give me
sixpenn’orth,” unless you have considered. whether the
benefit to your nervouys system, derived from just the
quantity of cigarettes that you can get for sixpence, is
greater than you can get from spending your sixpence in
any other way, or from adding to your savings by putting
it in the money-box. It is foolish to say : “* I will accept &
contract to write six popular articles on economic planning
at a guinea each,” if you have not satisfied yourself that you
could not earn more guineas in the same time by publishing
scurrilous sketches of eminent persons ; or if the good things
that you can buy with the guineas that you earn do not
compensate you for the fact that, when you are writing,
you must forego such alternative methods of improving or
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indulging yourself as reading the Bible, or making toy aero«
planes for the delectation of your small son, or soaking in a
public-house.! Tt is foolish for public opinion to demand,
and public authorities to supply, more higher education,
if they have not considered what alternative use might have
been made of the money spent and the human energy put
into this service ; if they are not satisfied that the last
ha’porth of education that they supply is worth the effort
that somebody made in carning that halfpenny and the
vexation of getting it away from him through the collection
of rates and taxes ; and that that halfpenny is in fact more
urgently needed for education than-for anything else in
the wide world.# No doubt the impossibility of making
decisions which would, in this sense, be perfectly wise, and
the fact that if the balances were on every occasion struck
with perfect accuracy no decision would ever get made at
all, is ample excuse for a very large number of such foolish-
nesses. But it is not any excuse at all for pretending that
such weighing of alternatives does not enter into economic
decisions at all, or for not making such attempt as is
humanly possible to weigh them, or for commending a
course to the public or to oneself without any reference to

1 The choice of these examples will, I hope, make clear that the
term economic is used, not as synonymouns with ** material,” but in the
much more useful and precise sense given to it by Professor Lionel
Robbins in his Malure and Significance of Economic Science, where economic
activities are defined as those concerned with the application of scarce
means to alternative ends, It will be scen that according to this de-
finition there are no purely cconomic activities ; but since time and
energy at least are always limited, practically everything we do has its
economic aspect ; and it follows that to adopt a course which is in the
highest degree moral and altruistic may be a better decision from
» strictly economic point of view than to follow a road which offers
far more selfish attractions. IF ( for whatsver veasons, noble or base) a
man considers that to read the Bible or to eatertain his family is a beteer
use of an hour than to spend that time in earninila couple of guineas,
with all the possibilities (again good and evil) which the possession of
& couple of guineas brings, then, eoen in ki capacity ¢f economic man, he
does right to surrender the chance of the guineas,

1 Economists will perceive that by stating the matter in this way I
have deliberately wied to evade the controversy as to whether there
is, or is not, any such thing as * real cost ™ ; and in this context they
will, I hope, regard the evasion as fargivable. .



44 THE NATURE OF

its cost, or to the alternatives which its adoption necessarily
rules out. And of these forms of foolishness all economic
practice has a rich and varied collection of examples to
offer : indeed one of the major tasks in the regulation of
any economic society is to avoid making additions to this
collection.

VIIX

We may now return to the actual mechanism which
controls our economic processes. And here the reader may
have observed that I have described those processes
throughout as governed by movements of price, not, as do
many critics of the present order, of profit. This is deliberate.
It is true that profit (itself the margin between certain types
of price) plays a special part in our system ; notably
because movements of profit take precedence of all other
price changes, since the prospect of profit is ordinarily the
Jirst indispensable stimulus to production. It is only after
someone has smelled a profit in the air, that the workers,
whose job it is to make the goods that meet the demand that
offers the profit, have a chance to get to work. In other
words, the satisfaction of consumers’ needs is achieved, so
far as it is achieved, first through the stimulus of profit, and
only secondarily and indirectly because a hungry and
eager consumer 5 a magnet for workers equally eager to
make him what he wants. So also the consumer goes
without, when the utmost price that he can and will pay
is insufficient, not just to provide a living for those who
would work for his satisfaction, but, rather to yield a profit
that will induce someone to employ those would-be workers,
Only in the exceptional cases of a few highly specialised
forms of labour, in which consumers and workers are
brought directly into contact without the medium of any
profit-making employer, can it be said that consumers’
demand is thus related directly and immediately to the
price of Jabour rather than to the profit of the capitalist.

Nevertheless, despite this peculiar and prior importance
of profit, which becomes of great importance at a later stage
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in the argument,! at the moment it is the likeness between
profit, and price other than profit, that is far more
significant than their differences. For the forces which keep
an unplanned economy going are fundamentally the same,
whether they are reflected in the price paid to employers
for employing, or in the price paid to workers for working.
Naturally the socialist directs his fire first against profit be-
cause, as we have seen, making, or expecting to make, a
profit is ordinarily a prior condition of all production ; and
since the service of an employer or capitalist who enjoys
this profit is, to say the least, not so conspicuously and in-
variably necessary in the production and delivery of goods
as is that of the worker who actually makes and delivers
them, profit is in itself an easy and popular target. But the
economist has little difficulty in showing that the capitalist
who is after maximum profit is the servant of the same law
as the worker who is after maximum wages ; and that the
rule that production is not carried on unless it is profitable
(if you are careful about the definition of profit, as the
economist naturally takes care to be) is not essentially
different from the rule that.in no well-ordered economic
systern ® should we toil at making things that are not worth
the trouble of making, Worker, employer, rentier, speculator,
all of us get our incomes as the price of something that we
do or permit others to do, and the doing, or permitting of
which to be done, is an integral part of the business of pro-
duction ; and the attitude of each of us to our own particular
price is much of a muchness. A more justly proportioned
(as well as a more damning) view of the mechanism of
capitalist society is obtained if we admit the essential
similarity of that mechanism in whatever part of the picture
it appears.

Finally, before we contrast the planned with the un-
planned economy sketched in this chapter, it will be useful
to determine in what sense the common application of the
term ** automatic >’ to the former is justified. Is the capita-
list system automatic in the sense that it goes by clockwork,

1See pp. 216 ff.; g1g /T, % See below, pp. 108 ff.
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while under Communism somebody has to pull the levers ?
In the strict sense this is impossible. For we can only accept
the view that anything which is man-made and man-worked,
as are all forms of economic organisation, is automatic, if we
admit the fullest implications of a rigid behaviourist psy-
chology, and suppose that all our actions are mechanistic
responses to particular stimuli, But if that theory is true of
one form of social organisation, it must be true of all, and
it then becomes nonsense to suggest that one type of eco-
nomic structure is automatic, while an alternative serving
the same purpose does not deserve to be described by that
adjective. If the laws of the universe decree that mankind
is but a penny-in-the-slot machine, then it is clearly mis.
leading to say that in a capitalist society only the insertion
of 2 penny will deliver the sweetmeats or set the horses
racing or tell your fortune, and leave the matter there ;
because in that case a Communist penny will equally
be required in a Communist slot to achieve the same
result,

It is, however, not in any such extreme sensc that the
price economy is sometimes described as automatic, What
is implied is a contrast between that economy and what
I have called a planned society : the existence of a peculiar
power in the capitalist régime of ranning itself, as contrasted
with alternatives in which deliberate and voluntary effort is
required at every stage. In this sense the use of the term
automatic is at onee useful and potentially misleading. It is
useful because it directs attention to a real difference of
principle which does differentiate a planned from an un-
planned economy. But it is potentially misleading because
it conveys at least a suggestion that the unplanned economy
enjoys relative immunity from the dangers of bungled deci-
sion, and the prospect of smoother running than its rival. If
two machines are advertised, of which one is described as
automatic while the other requires attention and control,
the effect is immediately to bias the prospectivé purchaser
in favour of the former. And the use of the same terms as
applied to the economic system has the same result.
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The true difference hetween the price cconomy and its
alternatives must not, therefore, be sought in any suggestion
that in the unplanned systern economic decisions are not
the result of deliberate human will. That thcy most mani-
ﬁstly are. The common statement that prices rise or prices
fall is, after all, only a way of saying that somebody has
decided that it would be wise to raise or lower the price of
this and that which is within his personal control, or the
control of himself in conjunction with others whom he can
persuade to act with him. Prices do not fall in the way that
an avalanche does, although the avalanche has provided
many a useful metaphor subtly inducing the literal-minded
to believe that they do. Supplies do not fall off as the flow
of water falls off when the cistern is empty. They are stopped
by somebody who decides to close the tap, or by thousands
of somebodies who simultancously decide to close thousands
of taps. I should perhaps apologise for labouring facts which
are so obvious ; were it not that the common use of me-
chanistic terms to describe the processes of the price econ-
omy is liable to create an unjustified optimism or pessimism
(according to your point of view) as to the efficacy of those
processes--—optimism in those who believe that the wise man
keeps his finger off a machine that is running of itself, and
pessimism in those who feel themselves powerless to inter-
fere with an engine that is driven by forces stronger than
the will of man. Largely, I believe, these moods are the
result of insidious verbal influences which have been
immensely important in determining the attitude of
thoughtful people on economic issues.

For the basic difference between the planned and un-
planned economy is not that human volition is absent from
the latter, but that the scope of particular decisions is there more
narrowly limited. In every economic system deliberate de-
cisions are made by individuals and groups, and the big
picture revealed by the statistician and the economist is
the aggregated result of these decisions, But clearly it makes
an enormous difference to the final result, whether that
picture as a whole was conceived according to definite plan
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or not. The economic system is a kind of mosaic (since it is
in continuous movement, a kaleidoscope would be a more
accurate comparison, but this makes my metaphor al-
together too complicated to manage), made of millions of
pieces. Little bits are put together by artists, who choose
this colour or design instead of that, of deliberate intent ;
guessing, as they do so, but only guessing, at what may be
in their neighhours’ heads. The combined work of all these
artists forms the final whole, Now the difference in such a
picture, according as each group of artists has control over
a larger or a smaller area, may appear to be one only of
degree ; but there comes a point at which this difference of
degree does indeed become a difference of kind. For it is
evident that even if the work is completely planned within
threeor fourseparate sections, but there is no co-ordination of these
plans, then the final result is no more likely to be coherent,
and can no more be said to be the result of deliberate
will, than if every single worker had done his own little bit
according to his fancy, taking the work of bis fellow artists,
near and far, as & datum over which he has no control,
The distinguishing feature of the price economy is, then,
that it knows no such general economic plan ;. that while the
area over which particular wills have contro] varies enor.
mously, yet it always stops short of the point at which the
whole may be said to be willed ; with the result that we
easily fall into the habit of describing that whole as the
result of mechanistic, rather than human, forces. At one
end of the scale the widow of an engine-driver, finding her«
self left with inadequate means, decides to invest her. modest
capital in opening a sweet shop, Her area of control is about
as small as it can be ; the price of sugar, the wholesale price
of sweets, the rent which she pays for her premises and the
wages which she pays her assistant, even the retail price
which she herself charges for much of what she sells—all
these she must take almosy, entirely for granted, as deter-
mined by powers outside her own control. Her particular
influence on the market supply and the production of sweet-
meats is infinitesimal, although that supply may in the end
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be regulated by the aggregated small decisions of people
like herself. At the other end of the scale the directorate of
a vast combine engaged in the manufacture and sale of
matches or of soap may have the entire domestic, or even
world, production and pricing of those articles within their
own control. Yet the programmes even of the masters of
such a giant concern are restricted to those industries of
which they are, or of which they represent, the owners.
They have no power (unless the irregular and, even to those
who exercise it, unreliable, power of personal influence and
corruption) over the programmes correspondingly planned
for other industries ; nor over the currency policy which
can line or empty the pockets of those very consumers on
whom they rely to purchase their products ; nor over the
general rates of wages which they must take as the starting-
point of their own decisions as to the scales that they will
adopt. These factors are themselves determined by the
decisions of a greater or smaller number of wills operating
freely in their own restricted area. Hence the aggregate is,
if not strictly automatic, at least unwilled, The output of
coal js not considered in relation to the output of silk or of
runner beans, And it needs no argument to show that, so
long as the area of deliberate control stops short of this
aggregate, the most rigorous planning within particular
sections of the field, even sections of vast extent, may easily
fail of its result.

In one other respect, also, does the term “ automatic *
suggest a feature of our economic system which it is import-
ant not to overlook. While the price economy is, as a whole,
innocent of any deliberate plan, yet its behaviour is not
entirely unpredictable. Those all-important price move.
ments which, as we have scen, are the result, not of blind
force, but of man-made decisions of greater or less extent,
are made on certain assumptions and in response to certain
inducements, The price economy implies, in fact, definite
assumptions about human behaviour within a particular
field ; and our ability to forecast its operations depends on
the correctness of those assumptions. I have argued that in
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the capitalist society it is movements of price which regulate
all the major cconomic decisions, causing this and that to
be produced or not to be produced and so on and so forth,

But these movements can only have such effects because
people respond to them in a certain way, A rise in price
automa.tma.lly rations out the' reduced supply of any article
because it is assumed, and cormd) assumed, that the rise will
cause some people to restrict the scale of their purchases of
that article below the level previously reached, Fat profits
only induce expansion of industry because it is assumed,
and correctly assumed, that people will, so far as they are able,
endeavour to realise those profits on the largest possible
scale.

Economists have had many hard knocks because these
implicit psychological assumptions, which underlie their
interpretation of the working of the price mechanism, are
often said to be unflatiering to the hurmnan species and to
be incorrect (two distinct charges which, by the way, must
not be treated as though they were identical). The charge
that, within the limits within which alone they are pre.
sumed to hold, the assumptions are not correct, has not
been very successfully substantiated. For a very superficial
examination of the working of the price econcmy shows
that in a society where people are expected to behave in
the way that that econamy postulates, a sufficient number
of them do, in fact, so behave as to justify the inference that
a given stimulus will produce some resuit of the kind pre-
dicted ; even though the scale of that result may not be
predictable with equal accuracy. If there is a rise in the
carnings of chimney-sweepers as comparved with the carn-
ings of all other manual occupations, and that rise is great
enough, it appears that some people, at least, do try to take
up chimney-sweeping who would not otherwise have done
sa. This is a generalisation from experience about behaviour
in a particular environment, and I do not think that it can
be disputed that, as applied to thai particulay environmend, it stands
on as good ground as any hypothesis can occupy ; that is
to say, nobody has yet produced an alternative hypothesis
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which will more consistently explain a larger number of
facts of the type to which it is applied. The attempt to
justify any economic reasoning by appeal to experience is
indeed dangerous, since in the absence of any possibility of
experiment there is always a large element of post hoc ergo
propter hoe type of inference in the argument. But even while
we are alive to this danger, and even while we admit that
there can be no formal proof of any economic proposition
by induction from experience, it is difficult to deny that
there is a certain horse-sens¢ and common sense about the
ecopomist’s reading of events in this particular ficld. To
take an extreme example, it is an observed fact that a fall
in the current rate of interest for the loan of money is habitu-
ally followed by a rise in the price of fixed-interest-bearing
securities, It is not easy to see a more convincing explana-
tion of this apparent coincidence than the hypothesis that
the chance of getting, say, 4 per cent over a period, is more
eagerly sought when borrowers generally are offering g per
cent, than it is when 5 per cent is to be had for the asking.
In other words, there is always a sufficient number of per.
sons ready to respond to the stimulus of a change in interest
rates in just the way in which the economist predicates that
they will respond, to justify his generalisation that a rise or
fall in the rate of interest will induce a fall or rise in the
value of gilt-edged securities.

It is perhaps worth emphasiy that this gcncmhsanon,
stated, applies only to behaviour in a particular environ-
ment. How far the influence of that environment reaches is
not a matter on which the economist has any authority to
pronounce, We know that we are all profoundly affected by
that environment in innumerable ways ; that, for instance,
the very fact that we live in a world where we are expected
to take an interest in price movements, and should be con-
sidered oddities if we did not do so, is itself a most powerful
inducement to us both to fecl and to show this interest.
Every society has, no doubt, a proportion of natural non-
conformists ; but these must, hy definition, be a minority.
Madst of us find conformity natural and easy, and react,



52 THE NATURE OF

therefore, as we are expected to react, to an environment
which is none the less itself modified in the course of genera~
tions according to the notions and passions of that very
nonconforming mmomv In an unplaxmed society wide.
spread appreciation of the economic aspect of all activity is
essential, if people are to be fed and clothed and housed at
all ; for, as we have seen, such a society knows no way of
pmViding food and clothing and houses other than appeal
to this appreciation, If the conversation in a suburban train
did not consist, in something like the measure that it does
in fact consist, of lamentations as to the smaliness of the
passengers’ incomes and the weight of the charges which
those incomes have to bear, of mutual congratulations on
bargain purchases and of the exchange of news about the
price of this and that, it is quite literally true that in the
end the wheels of that train would cease to go round. For
that conversation merely reflects the development of certain
mental attitudes, with their corresponding patterns of
behaviour, from which is derived the motive power that
built and staffs and runs the railway. The superior philo-
sopher may regard this universal preoccupation with the
economic as a little peculiar. When he is invited to admire
some new and useful ohject acquired by one of his com-
panions, it may strike him as odd that the first cornment
expected of him is not something that relates to the object
itself, but: ‘“ What could you have had instead of this
aruale with which you are so pleased ? *’—since that, and
nothing but that, is the literal meaning of the usual en~
quiry : “ What did you give for it?** But this superior
attitude is a private luxury of his own, the general diffusion
of which would very quickly bring the world of conveni-
ences and comforts, which our philosopher takes for
granted, to a standstill.

It is here that some parts of the Russian experiment are,
a3 we shall see in more detail in the chapters that follow, of
exceptional intevest ; for the Russians, for reasons of their
own, are anxious to establish quite new attitudes towards
these matters ; and their experience, if they keep on trying



AN UNPLANNED ECONOMY 53

to do so, may enable us to make some guess as to how far
the type of behaviour, which human beings who live under
one form of economic organisation exhibit, may be modified
under another form, and what are the effects of such
modification ; and so to define more accurately than has yet
been possible the precise limits of the economic generalisa-
tions and the psychological assumptions whose applic-
ability to our world I have ventured to defend,

The second charge—that the psychological assumptions
of current economics give a regrettably sordid picture of
human behaviour—is not (perhaps fortunately) strictly
relevant to an argument which is concerned at the moment
simply with dn analysis of how people may in fact be
expected to react to certain stimuli. It has, however, caused
so much distress (as well as intellectual confusion) among
kind-hearted people who hold fast to the view that any
propaosition which is beyond a certain measure disagrecable
cannot also be true, that I may perhaps be allowed a few
words in which to hint that even economic man is not as
black as he is painted. For such exhibitions of what is called
** acquisitiveness > as we have been examining-—which are
supposed to be the essential characteristics of * economic
man,”” and which I have myself indicated as the chief force
that makes the wheels go round in ¢very industrial system
other than the Russianl-—are after all merely manifesta-
tions in one sphere of what is surely a highly commendable
principle of rational action ; namely, that of getting the
best vegult you can out of whatever activities you under-
take. When obedience to this principle takes the form of
giving the fullest possible service that any one life can yield
to its fellows, its morality is universally applauded. When
it takes the form of overworking and underpaying defence-
less youngsters, it is the subject of well-merited abuse, Yet
any careful student of economic theory will see that that
theory is capable of much wider application than the econo-
mist has generally allowed it to enjoy. The economist has

1 And to a considersble extent in that eystemn alvo, See below,
pp- 75 .5 337-



54 AN UNPLANNED ECONOMY

been chiefly occupied with a sphere in which the uglier
manifestations of a certain rule of conduct are unhappily
conspicuous. All the same, the rule itselfis good : in 2 workd
where life is short and opportunity limited, to compare
alternative courses, and to seek always to choose that which
for least cost will put you furthest on the road you wish to
travel—which is to act economically—is also to act wisely.
The reformer who fixes his eyes upon the unattractive pur-
poses which men seck to promote by conduct of this type is
in danger of throwing away the baby with the bath-water.
But he will find that, once out of the dirty water, it is really

quite a pleasing baby.!

4 It will again be 2 t how much the foregoing passage owes
to Professor Robbins's Nature and Significance of Ecomontic Science.



CHAPTER 11

THE NATURE OF THE RUSSIAN PLANNED
ECONOMY

4

Havine sketched a rough picture of the working of
an economic systermn which relies almost entirely on the price
mechanism, we bave now to turn to alternative ways of
managing economic affairs with which experiments have
been made.

Here it may be said right away that no society which has
attempted to dispense altogether with all nse of the price
mechanism has had any success sufficient to commend it to
detailed study. Primitive forms of communism, innocent
of any but the simplest monetary system and using this only
sparingly, have indeed a most venerable history, If success
were synonymous with power to survive, they would
demand our closest attention. But these societies have
shown themselves indifferent to what is called economic
progress, and the lessons to be learnt from them are of little
interest for peoples who do not propose to live as they do,

In recent history we may recall two groups of attempts to
organise a society which hoped to avail itself, at least
eventually, of the conveniences and comforts of industrial
civilisation without recourse to the price mechanism, Such
are, first, the various experiments of small idealistic
communities, of which the Owenite societies of the nine-
teenth century are among the best known, and, second, the
carly days of Bolshevik rule in Russia known as the * period
of moneyless accounting.” Both are among the curiositics of
economic history. The Owenite communities, which
attempted to form model societies within a capitalist
world (though preferably, and for obvious reasons, not too
closely in contact with it), all came to grief. The famous
community at New Harmony, which in 1826 had decided
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to provide food, clothing, education and housing for all its
members without charge, relying on each to * render his or
her best service for the good of the whole,” less than two
years later sold its communal property (at enormous loss to
the original founders) into the private ownership of such
members as cared to avail themselves of the opportunity of
reverting to a mode of living to express their disapproval
of which many of them had so shortly before given up their
homes and travelled thousands of miles. The history of
Orbiston, Queenwood, or indeed any of the other similar
experiments in this country and on the American continent
was pot essentially different, These societies came to an
end because their members, taking without stint from the
common store which their united efforts produced, habitu«
ally consumed more than they produced ; or because, when
the hoped-for progress towards greater and greater plenty
did not materialise, each was prone to suspect that, while he
himself put in more than he took out, his neighbour’s
balance must be on the other side ; with the result that
unhappy and mistrustful personal relations between the
members of the community made it impossible for them to
continue their project of setting an example to the world, or
indeed to live together on any terms ; though it should be
added that some of them tried pretty hard before they gave
up, even allowing themselves to be reduced to a scale of
living which did not include tea, coffee, meat or milk,
These societies, however, cannot have included more than a
few thousand persons altogether (we hear.of eight or nine
hundred adults at New Harmony), and, since they were not
recruited on any principle except that of admitting those
who wished to be admitted, they cannot have represented a
fair sample of the vast mediocrities of personnel on which
any large-scale economic system must expect to draw, No
doubt they were mostly composed of extreme idealists and
enterprising scroungers generally classed togetheras cranks,t

1 The reader is referred to Podmore, Life of Roberi Groen umw
Pp. 291, 301, 926 and 852}, for a full account of the chi te
communities.
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The period of moneyless accounting in Soviet Russia,
though itself also a curiosity, tells a story of much greater
human and economic interest, if only for the colossal scale
of its audacity ; and it is worth bearing in mind that, while
the Russians were, and are, more than ready to admit its
total failure, they still undoubtedly hanker after an eventual
return to something not so very different from this system.
They still hope that it may be possible one day to dispense
with money altogether,? and they are predisposed to any
measures (like the payment of wages by book entry in a
bank, the worker’s account being debited for his purchases
at shops having accounts at the same bank) which reduce
the misible part played by money in daily economic life.
But they are, as we shall see, a long way from the whole-
hearted emancipation from all use of price reckoning which
was acclaimed with so much enthusiasm immediately after
the Revolution,

The full tale of that emancipation has never been, and
never will be, told, for those who were intimately concerned
in it were far too much excited by the events of the day to
trouble themselves with the discipline necessary for accurate
recording. An idea of this amazing attempt completely to
abolish all the known and tried means of regulating the
economic life of millions of people may, however, be
gathered from the pages of Mr. Yurovsky’s Currency Problems
and Policy of the Soviet Union.® We learn that “ the method of
distribution according to a general plan, the satisfaction of
consumers’ requirements by a system of rationing and those
of the producers by deliveries against special warrant, were
gradually to supplant the free market and eventually to
lead to its complete abolition.” Accordingly the Commis-
sariat of Finance was instructed in 1920 to * take the requi-
site steps for the abolition of payment for the use of the postal
and telegraphic services by all State undertakings and

3 Asrecently as February rgge we find the Union Commissar of Finance
explaining that the present policies of his de IRrtment axe intended a8
a preparation for the day wmn money will be handed over to the

musesms, " See Dobbert, Sovint Emmmm, P 144
App. 21 .
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Public bodies, as well as for the use of telephones, water
supply, drainage, gas and electricity, for the abolition of
payment for fuel supplied by the Central Fuel Board, and
goods supplied by the People’s Commissariat of Supplies,
and also for housing accommodation by State workers and
officials in nationalised and municipalised dwellings. The
abolition of payment signified not merely the discontinuance
of payments in cash, but preciuded also any form of settle-
ment by means of book entries.”” A later decree, extending
this list, added also the right of free travel on the railways
and waterways, while wages were paid at least partly in
kind.* In 1921 a decree of the All-Russian Central Execu-
_tive Committee abolished also the collection of taxes.
Under this system nationalised factories were expected to
furnish to the Supreme Economic Council particulars of
the stocks which they had on hand and of their needs for
materials, while they were obliged similarly to dispose of
their products to Boards responsible for the conduct of the
industries of which they formed a part, Purchase of supplics
and sale of products in the open market were expressly
forbidden to enterprises which had been nationalised. The
authorities apparently attempted to cope with the appalling
confusion which not unnaturally resulted from this gigantic
experiment by introducing a rough system of priorities.®
Whereas, under the price mechanism, the rising price of
products which were urgently demanded, and of which
there was a great shortage, would have provided an
immediate index of the need for those products, and an
inducement to producers to expand and hurry on their
production programrmes, the Supreme Economic Council
had to make guesses in the dark as to the relative urgency
of different needs, and to carry those guesses into practical
effect through the machinery of committee minute and
administrative decree. They had to give preference to one
industry or factory, and to decide the point af which each
preference should cease, on principles of their own and

1 Farbman, Afier Lenin, p. 111,
% Dobb, Russiam Economic Development sincs ihe Revelution, p. 136.
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without any accurate quantitative index to guide them,
Indeed, it is reported that so completely ignorant were the
authorities of the most elementary economic facts of the
situation with which they had to deal, that those responsible
for supplies in one district differed by as much as g0 per
cent in their estimate of the numbers of the population
under their care.! The results were sometimes startling ; as,
for example, when the production of pencils for Govern-
ment offices was scheduled as a shock industry of special
importances ; though, perhaps, the step was not wholly
unreasonable, since, in circumstances in which the whole
feeding of a people depends on Government decree, the
provision of pencils with which Government officials can
record their observations and decisions may fairly claim to
be a prior condition of any economic activity whatever,

To solve the problem of setting workers to perform the
tasks necessitated by their production programmes, the
Bolsheviks at this stage certainly relied to some extent on
industrial conscription. At first this appears to have been
applied only to the dispossessed classes (who cannot have
provided a very large or efficient labour force), but afier-
wards the liability of every citizen to perform whatever
work might be required of him was expressly reaffirmed ;
and in 1920 committees were charged with the heroic task of
organising compulsory labour in different localities, 3

Moneyless accounting did not, however, have a very long
life, though it must have provided plenty of fun while it
lasted. It is an open question whether the fact that its
introduction coincided with Civil War on such a scale that
there were at one time at least twenty Governments and
pseudo-Governments claiming authority between the Urals
and Vladivostck alone,* was to its advantage or disad-
vantage. Keen admirers of Bolshevik policy generally
assume the latter ; but it may equally well be argued that

:Il)h?‘:\b mmnm:mmmmp 134-
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hwmg, Ego’;mu Hisiory of Sevist Ruswia, Vol. X, pp. 115, 128 and
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¢ De Monsie, Nav Russia, p. 153,
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war (civil or foreign) is a great simplifier, enormously
reducing the range and delicacy of the economic balances
that have to be struck ; and that, further, the existence of a
state of war epables the authorities to get away with a
degree of muddle and confusion which would never be
tolerated in time of peace, when a higher degree of perform-
ance is generally expected. Whatever the cause, however,
the Russian people were presently reduced to a state of
‘which it is recorded that the output of industry fell to
between 10 and 15 per cent of its pre-war level, that railway
traffic reached only 12 per cent of pre-war figures, that the
consumption of bread per head in the towns was nearly
halved and that 5} million people fell sick of typhus.l
Statistics compiled in these circumstances are not likely to
be particularly accurate, but, even if those just quoted are
merely guesswork, the fact that such guesses could be made
is some indication of the completeness of the collapse.
Such was the unhappy ending of the first large-scale experi-
ment in monecyless accounting. Its result was the fairly
general restoration in 1g2r, by Lenpin’s famous New
Economic Policy, of the familiar mechanism of price,
purchase and sale. Payment for such public amenities as
railway transport and postal services (not to mention food
rations) was reintroduced by express decree, while nation-
alised enterprises were given permission, first, to buy their
materials, and then also to sell their produce in the open
market. 2

1X

Twelve years have now elapsed since this astonishing
chapter was written on the pages of history ; and, as is well
known, those years have been devoted by the Bolsheviks to
experiment in the organisation of what has come to be
known as a planned economy. I use the term * experi-
ment ** advisedly, for during the whole period the Soviet
régime has shown, and still shows, a power of trying out new

1 De Monzxie, New Russia, p. 171,
% Farbman, Afler Lenin, pp. 108, 109.
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and bold ventures, and of discarding lines of policy that
prove unsuccessful, which is one of its most conspicuous
points of contrast with the Western world, suffering as the
latter does from widespread and disabling paralysis of all
collective will. It is therefore most unlikely that the details
of the economic organisation which obtains in the Soviet
Union at the moment have any permanency ; and it must
nat be forgotten that the comparison drawn in this and the
preceding chapter between the planned economy of the
Soviet Union as it is at the time of writing, and the price econo-
mies of Western industrialism, has only a passing Aéstorical
interest, Nevertheless, the Russians have proceeded far
enough, and consistently enough, along lines which are
clearly other than ours, to suggest that it might be profitable
at least to take stock of what they have achieved, and to
begin to look for conclusions of some enduring relevance
which may be drawn from a comparison of their experience
with our own.

Following in the main the order adopted in Chapter I,
we may conveniently begin by examining the mechanism
employed in Soviet Russia for rationing supplies to cone
sumers, Since goods are offered for sale in Soviet shops,
and can be bought there by those who have money to buy
them, the price mechanism has evidently not been com-
pletely abandoned in this department of economic organis-
ation. But it is our price mechanism with a difference.

For the orthodox mechanism is supplemented by a system
of rationing by cards which permits definite quantities of
certain articles, and no more, to be bought at the prices
charged for them in municipal, co-operative or other public
shops by the persons entitled to hold these cards. Like all
Bolshevik arrangements, the method of issue of these ration
cards or books, as well as the scope of their use, has been
frequently changed ; they have heen issued by the co-
operatives, by the Government or by the plants in which
workers are employed.! But some form of rationing applied

A Hoover, Economic Life of Soviet Russia, p. 134 1 Moscow Dati_)) .Nm.u
(werkly edin.), December 10, 1992,
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at least to important foodstuffs has been a constant feature
of the Soviet régime ; and the ration scale is an important
instrument for giving special privileges to sections of the
people whom the authorities regard as particularly honour-
able, or whose work isparticularly important to the execution
of their plans, and for penalising those who are despised
or feared, Thus, as is well known, the disfranchised classes,
including ex-Tsarist officials, priests and persons found
guilty of certain offences against the Soviet régime, are
deprived of their ration books altogether, whilst workers in
heavy industry, or shock workers, may be rewarded with
specially handsome supplies.

The existence of any such system of rationing shows that
the price mechanism does not completely fulfil what we
regard as its normal function of distributing goods to con.
sumers, Indeed, its power in this sphere is quite narrowly
restricted. For the Jevel of prices charged for rationed
articles must be much below that which would normally
be attained in similar circumstances in other countries
otherwisc no card would be necessary, since the prices
charged would be high enough to make supplies go round,
‘by the simple process of choking off the poorer consumers.
The Russians could achieve nearly the same result as that -
produced by their rationing system by the alternative pro-
cess of allowing prices to reach the level at which consump-
tion and supplies would match, and then adjusting the
money wages paid to different classes so as to carry out the .
system of preferences referred to above. I say nearly, but |
not quite, the same result, for it is evident that if they had -
adopted this latter method, the privilege which the favoured
classes would enjoy would be general, whereas under the ©
rationing system it is specific. If I have more money than
my neighbour under a price economy I can buy more than
he of anything I happen to choose. If, on the other hand,
I have only a larger meat ration, my superior economic -
status is reflected in more abundant cating of meat and in?
that alone, o

This distinction between the specific and the general form



THE RUSSIAN PLANNED ECONOMY 63

of economic advantage is one which.Jias probably little
practical importance in Russia at the moment, but might
easily come to be very significant. It has little practical
importance because, where the standard of living is as low
as it is in that country, people are in general agreement
about what they want next. If it is food that a man wants,
it does not make much difference whether you give him
a card entitling him to larger rations, or money that enables
him to buy more to eat. But these two methods only achieve
the same result because it happens that the views of the
man who holds the ration card, and those of the authority
that gives it him, about the relative impartance of various
lines of consumption happen to coincide. They both agree
that he wants food before anything. But this agreement does
not alter the fact that, wherever distribution is managed by
rationing of definite articles, it is the rationing authority
and not the consumer himself who decides what particular
goods the consumer is to choose within the limits of avail-
able supplies. Rationing implies that for one reason or an-
other it is better to let the authorities settle for us whether
we should have more slices of bread thinly spread with
butter, or fewer slices with & better covering on each, than
to grapple with these questions for ourselves. Clearly this
implication might become very important indeed when we
have reached a standard of living at which matters of bread
and butter require little attention, and our minds are
exercised rather with the choice between such alternatives
as taking a holiday at a health resort or buying a first-class
radic-gramophone. The higher the standard of living, the
greater the probability that the choices of different indivi-
duals as to the most desirable lines of consumption will not
coincide, and the greater, thercfore, the chance that a deci-
sion which is authoritatively made will in any particular
instance he other than that which the individual concerned
would have made for himself,

The ration card, however, is not used in the Soviet Union
a8 a complete alternative to rationing by price movements.
Many articles are not rationed, and rations may be fixed at
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a somewhat optinfiatic level, Consequently a good deal of
the distribution of supplies is left to sheer chance. If the
price charged for an article is sufficiently low to induce more
purchases than can be satisfied from the stocks available,
the distribution between the various purchasers must, in the
absence of any system of organised priorities, be 2 matter of
chance. And with rationed articles the situation is the same,
if there is any doubt whether the official rations can in fact
be met in full. In the circumstances, as economisis have
long realised, either a queue or a scuffie results.

There is, I think, little doubt that both these factors con-
tribute to explain the long queues which form outside
Russian shops, as well as the scuffles which one hears take
place frotn time to time (I have not seen them myself) in
the ragged edges of these queues. Rumour goes that a supply
of this or that unrationed article, which is not always to be
had, is available at such and such a store, and people
hurry off to get some hefore it is all snapped up by others.
Similarly, the fact that Russians queue up also for their
rationed supplies is itself at least a hint that they have not
complete confidence that the ration will be safely there to
be claimed at any convenient time. Rightly or wrongly,
they believe that it is wiser to secure an early place.!

It is perhaps worth emphasising the point that a queue
(or a scuffle) is merely the symptom of a particular method,
or lack of method, of distribution of commodities, and not
in itself any indication of greater shortage than may exist

1 An additional and impartant factor in the formation of these quenes
may be the inadequate number of shops, or centres of distribution of
goods. Even if there are sufficient supplies in the shops to satisfy all
purchasers who can afford the prices for them, or, where
ration books are used, to mest the permi ration in fuil, there will
aﬁllbeasn-ingofwaidﬁ‘custommifthcnumberdlhopsism
small to provide accommodation for alt who come to be served at one
time. The difference between the queue thus formed, and one formed
because prices are lower or rations larger than supplies justify, is that
in the former a better place in the queue simply means a t of
getting your ghopping finished in less time and has no eflect on the
scale of that shopping ; while in the Iatter it means a chance of being

able to go home with an actually Inrger proportion of the goods you
want than the customer behind you will enjoy,
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where anxious customers are never seen lining up outside
a shop. For the public of countries which do not exmploy
these methods jumps very readily to the conclusion that the
longer the queue the more terrible the scarcity. Yet the
error of this inference may be seen at once, if we look at the
exceptional occasions on which similar methods are em-
ployed in countries that ordinarily regulate the distribution
of goods entirely by the price mechanism, Such occasions
are, for example, the sales arranged periodically by firms
dealing in women’s clothing or houschold goods, when
prices are lowered on a particular date for a short period
only. On these occasions it is no uncommon experience to
see a queuc forming outside the shops before the time of
opening in the morning, while scuffle plays a material part
in the allocation of goods between eager custorers through-
out the day. It would, however, be a complete mistake to
supposc that the appearance of this queue is any indication
of exceptional shortage, On the contrary, the very presence
* in the queue of many of these customers indicates that their
chance of getting the goods to be sold is not less but greater
than usual. When no sale is being held, these people stay
away from the shop altogether, knowing that the goods are
priced beyond their means. It is only the lowering of prices
to a point at which the supplies available are not sufficient
to meet all the purchases that the public is prepared to make
at these prices, that gives people who are ordinarily out of
the running altogether, because they are too poor, a chance
of competing 2s buyers on even terms with their richer
neighbours. And if we apply the same reasoning to com-
modities of more universal demand, for the purchase of
which queues are practically never formed in normal cir-
cumstances in the Western world (such as butter or meat),
it will again be apparent that the presence or absence of
a queue has nothing whatever to do with the degree of
shortage, or the extent of unsatisfied desires. In this country
there are people who would like to buy meat and there are
people who would like to buy butter, but cannot do so.2
1 See, for example, Fenner Brockway's Hungry England.
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These people do not line up outside butchers’ and grocers’
shops because they know quite well that this would do them
no good at all, They could not afford the prices which they
would be asked to pay. Consequently the rest of us do not
see these people, and are apt therefore readily to assume
that they do not exist, and that everybody around us is
getting all that he wants of primary foodstuffs, In Soviet
Russia, people in a similar position know that if they are
lucky enough and early enough they will have a chance of
getting meat or butter, and that the price will not be an
insuperahle obstacle. Consequently these people hurry to
the shops to get there before all the stuff has gone ; and
foreigners see them and are shocked.

All that has been said above applies only to the publicly
controlled system of distributing commodities through co-
operative and State shops and similar institutions in the
Soviet Union, in which prices are fixed as part of the general
plan, or which are at least expected to conform to the
general principles of the plan, even when these necessitate
their charges being fixed below the level that would exactly
ration out supplies to consumers, according to the normal
functioning of the price mechanism. In order not to give
a distorted picture of actual conditions it should be added
that there is a fringe of trade conducted in the Union out-
side that system altogether, in which movements of price
are controlled just as they are in unplanned societies, though
with less nicety than is usual in the Western world, This
open-market trade deals partly in the supply of goods which
are too frivolous to be included in the system of planned
production. (I have seen flowers and children’s coloured
paper toys, such as are sold at fairs in this eountry, offered
on these Russian markets), partly in goods of which a
limited, but not an adequate, supply is provided by the
publicly owned shops (as, for example, articles of clothing),
and partly in foodstuffs which peasant producers are
allowed to sell in this way in order to give them a sufficient
incentive to production.? These markets follow the pattern

1 Of which more later, See pp. 86-88,
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of Fastern bazaars, and the fixing of prices on them is, I
understand, mainly a matter of bargaining, conducted on
immemorial, and, from the point of view of the functions of
the price mechanism, entirely orthodox, principles.

I3x

We may now pass from the rationing of consumption to
the control of production, and see what scope the Russians
think proper for the price mechanism in this sphere, Here
it will be useful to deal scparately with agricultural and
industrial pmducuon, since the methods employed differ
considerably in the two cases. The following paragraphs
relate primarily to industrial production alone, though some
part of what is said may apply equally to agriculture, the
special conditions of which are dealt with later.2

The big decisions that must be made in the sphere of
productim:-—-notably, what shall we make, and in what
quantities P—are incorporated in the general economic plan
of the Soviet Union. To visualise the process it is necessary
anly to realise that Russian industry is conducted by fac-

ories which are owned or controlled by, or incorporated
n, some public body. The actual forms of organisation are
sery various, but the main lines will be seen clearly enough
Tomn one or two typical examples, ¥ Thus a chemical factory
may be a constituent unit in the All-Union Chemical Com-
bination, a textile mill the property of a local textile trust
(publicly owned, of course) and a bakery run by a local
authority like the Moscow Sovict, much as municipalities
own and manage their own trams in this country. But,
whatever the particular form of organisation, the combina-
tion or trust or local autherity responsible for an industrial
undertaking is an independent body having a definite legal
statusand powers of making contracts and hnldmg property,

3 See pp. 83 . ‘ o '

* For d«amiled smd\y of the forms of Russian induatrinl organization
sec Hoover, op. cit,, c¢h. i; and Burns's Rusrid’s Productios System
P“""'- Soen TR
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somewhat similar to those of a joint stock company or
public utility corporation in this country.

When plans are to be made, the main outlines of what is
to be achieved are laid down in Resolutions of the Congress
of the Communist Party, e.g. these resolutions call for a
threefold increase in the rate of output of consumers’ goods
in the second Five Year Plan, to be completed in 1937.
Every factory or industrial unit is then instructed to pre-
pare its draft programme in fulfilment of these aims, while
the Planning Commission (Gosplan), with the aid of'its local
units, also prepares plans. The factory plans are submitted
to the trusts or other bodies responsible for these factories,
and forwarded by them to any higher authorities, e.g. by
a local trust to the All-Union Board to which it is subject,
until the drafts reach the Central Planning Commission in
Moscow. This Commission then revises and criticises all
these tentative programunes, makes sure that they are con-
sonant with the guiding instructions laid down in the Party
Resolutions, and so constructs the final Plan, the relevant
sections of which are now sent back along the sarne channels
as instructions to which the warious units are to work.

The content of these plans includes both programmes of
production expressed as physical quantities (there are to be
50 many tractors made, or so many tons of coal mined,
during a given period, and such and such an output rate
maintained) and regulations as to the prices to be charged
at all stages, Tt does not fundamentally alter the principle of
planning, though it may complicate its administration, that
the control of prices and the supervision of production pro-
grammes may (to an extent about which I should not like to
be too precise) fall within the purview of independent
authorities. The prices of producers’ goods, for example—
plant, buildings and so forth—appear to come under the
control of the Supreme Economic Council, which has also
main responsibility for production plans, while a separate |
dcpartmcnt, the Gmmuanat of Trade, is primarily °

% See Dr. Dalton's Tioeloe Stadies in Soviet Russia, edived f
Margaretlcde,ppa::vﬂ:m " W
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responsible for fixing the prices of at least a large number of
the things that finally consumers buy. Whatever the exact
machinery by which the plans are finally * mounted,” it is
clear that every unit has to work to & programme which
includes both physical quantities of work to he got through
and financial limits to be observed. Great stress, indeed, is
everywhere laid on the financial side of the programme,
and the visitor to any Russian institution—school, factory
or recreational club—who enquires how this is managed,
will almost certainly be told at an early stage ahout the
budget of the institution. There is sc much money to be
spent by this particular unit, and it is understood that the
money will in the main be spent on such and such objects,
the degree of financial autonomy, and the extent to which
the money is actually handled by the managers of the in-
stitution concerned, depending of course on whether or no
this is itself a subordinate part of a larger unit, as a single
factory is subordinate to the trust in which it is incorporated,

How far, then, we may now ask, do these plans and
budgets imply that the production programmes of the
Soviet Union arc controlled by a price mechanism compar-
able to ours ? Superficially there is indeed a resemblance,
since, from the time when moneyless accounting was aban-
doned, it has been a principle of Soviet planning that every
independent unit should, in a sense, cover its cost and show
a profit. So strongly, indeed, do the Soviets insist on this
principle that a decree has been passed requiring the names
of those State enterprises which have becomne bankrupt to
be published.® It might, therefore, at a first glance well be
argued that the Soviet economic system is a profit-making
system just as much as ours, the difference between the two
lying in the use made of the profits realised, which in this
country normally go into private hands, while in the
U.5.5.R. they are paid to some public body ; and that the
decision how much of each type of commodity shall be pro-
duced is made, as muchgunder the Russian system as under
ours, in obedience to the rule that each line of production

1 See Dobbert, Soviet Economics, p. 75.
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is carried to the point, and not beyond the point, at which a
profit can be made from its sale,

The likeness is, however, only superficial. For, quite
apart from the possibly fundamental distinction between a
price mechanism the movements of which are the result of
many unco-ordinated wills and one in which decisions as
to currency, production of all types, payments to workers
and pricing, are all related under one scheme,! there are
two immediate differences, lying nearer the surface, be-
tween the Russian method of regulating the quantity and
direction of production and ours. In the first place, though
the various industrial combinations are expected to show a
profit, in the sense that their income from all sources must
cover their outgoings of all kinds, that income may include
substantial grants from public funds. These enterprises are,
therefore, not necessarily profitable in the sense that the
sums received for the sale of their product in each case more
than cover the costs incurred in making that product. In our
world many of them could never be conducted on the scale
on which they are conducted in Russia, since a system
rigidly operated by the price mechanism would eventually
drive them inte liquidation. Instead, under the price
economy there would, probably, be a greater development
of those forms of production which under the Russian
system yield abnormally high returns, and which are, in
fact, the source from which are found the subsidies paid to
the unprofitable industries. .

In the second place (this is nearly restating the same
point from a slightly different angle) the Russians do not
regard the realisation of large profits as a reason for ex-
panding an industry in the future, or the absence of profits
as a reason for contracting it. Under the price economy
such movements of price margins are, as we have scen, the
sole recognised method of restricting the output of, say,
coal, and extending the manufacture of cinema films or
the building of swimming-pools. The Russians, prepared to
subsidise one industry out.of the proceeds of others on

1 Sec below, pp. 88 .
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purely authoritarian principles, shape their future plans
without being bound by these indicators of past expericnce ;
though they still claim that each corporate unit, taking into
account in its income any such subsidies received, reahses
a profit on its operations.

It follows, from what has been said, that just as the Soviet
planned economy settles what is to he made with relative
indifference to the index of price movements, so also de-
cisions as to the allocation of capital and natural resources

- between alternative uses are made with like indifference
under that system. As we have seen, the price economy de<
termines whether land will be used for building and, if so,
whether houses, churches, flats or cinemas will be erected
upon it, or whether it is to remain under agricultural cul-
tivation, mainly by comparison of the financial results to
be cbtained (including, of course, long term as well as
immediate results) from these alternative uses. The Soviet
economy, which recognises no private ownership of land,
and refers in most uncomplimentary terms to the payment
of rent, has no similar scale by which to reckon. So far as I
can learn, rent has no part, even as a purely accounting
item, in the budget of Soviet institutions. And even if thera
are exceptions to this rule (it is generally safer to suppose
that there are exceptions to all Soviet rules), it seems clear
that no preference would be given to one tenant of a site
over another on the ground that the former would be able
to make a more substantial payment for its use. Land is
allocated under the plans for this purpose or that as the
powers that be seo fit, and I have never been able to find
any evidence that a qua.nutar.m: monetary compmson of
the utility to be derived from its various possible uses in-
fluences these allocations.

The mental processes by which the allocations are made
by the responsible authorities are no doubt akin to those
which operate in the mind of the profit-secking landlord,
Both consider alternative uses for their property and decide
on that which they think will enable them to get the best out
of that property. But whereas the one interprets the term
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* satisfactory ** in the light of a definite monetary scale of
values, the other acts upon a priori principles not subject to
any precise quantitative measurement that can be objec-
tively recorded. The Soviet authorities say : We have de-
cided to use this site for a furniture factory and not for a
cinema because we think the former a better use for it. They
do not add : And we have arrived at this conclusion in view
of the fact that a 20 per cent greater rent can be realised for
its use for the ane purpose as compared with the other.

So also with the distribution of saved resources between
alternative uses which we have described in the preceding
chapter by the term investment. The choice between one
investtnent and another, by which we mean simply the
choice between expanding and developing one industry
in preference to another, is necessarily governed by prior
decisions as to what is to be made, and must follow the
lines which these lay down. If the production of coal is to
be increased by 3o per cent in a given period, then an
appropriate proportion of the workers and materials that
are concerned with the manufacture of capital equipment
must be set to make the particular kind of equipment
used in mining.

The control of the volume of saving is a little more com-
plicated than the method of distributing resources already
saved between various uses. Saving, in the Soviet economy,
appears to be achieved in two different ways, namely, by
individual abstinence on the one hand, and by the process
generally described by English-speaking Russians as
 socialist accumulation » on the other. Individual savings
are made in response to the same general type of induce-
ment as is used in other countries. Public loans are issued,
to which the people are urged to subscribe from their

and the reward offerexd is a rate of interest (gener-
ally at a level such as exceeds the wildest dreams of fancy
of the investor in the public loans of capitalist countries),
plus, as a rule, the chance of winning a lottery in which the
prize is either a surn of money, or a privilege such as that of
a free holiday in the Caucasus, Similarly, money may be
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deposited at interest in savings banks, It is perfectly clear
that in offering these attractions the Soviet authorities are
relying on the strictly normal working of the laws of supply
and demand. They believe that bigger prizes and higher
interest will stimulate the offer of larger supplies of saved
resources ; although at the same time they endeavour to
keep the price which they have to pay for these resources
as low as they can by supplementing the financial induce-
ments with appeals to the enthusiasm and patriotism of the
“people and with various forms of moral, and perhaps more
than moral, suasion.?

Saving by socialist accumulation, on the other hand, is
comparable with the savings made in capitalist countries
by the reserve allocations of joint-stock companies and
gimilar bodies. The various Russian industrial corporations
are expected to deposit 2 certain proportion of their profits
with the Bank for long term investment {Prombank}, from
which advances are made for new construction, at a rela«
tively low rate of interest or, according to some authorities,
at no rate of interest at all.? The necessity of thus contri-
buting to socialist accurnulation is taken into account in the
determination of the price policy of these corporations, and
they are accordingly required by the plans to charge prices
which include something for this purpose, over and above
the strict costs of production incurred in the manunfacture
of the goods which they sell.

This second type of saving clearly cannot be governed by
reference to the price mechanism in our sense ; because
there are no prices to refer to, Consurnable goods are indeed
eventually sold to the public, and the authorities can, if
they wish, take note of the interactions of demand, supply
and prices. But the Soviet régime permits no market for
savings and investinent, and thesavings policy of nationalised

" . ;
deductions from iakes (o dhe purchase of Gaverniment bonds. ¢

2 Hoover, op. cit., quotes rates varying from z per cent to 6 per cent,
but, according o Mr, F. W, Pethick-Lawrence’s essay in Twwelve Studies

in Soviet Russia (p. 39), Prombank ** does not chasge interest on the main
funds it provides to industry.”
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‘enterprises must therefore be. guided entirely by inner
light, and not by movements in the market for capital, in
the way that their production policy may be guided by
events in the market for goods. I have not been able to
trace any reliable figures showing the extent to which
capital construction in the U.5.5.R. is financed from each
of the two sources named.! In view, however, on the one
hand, of the great importance attached everywhere to
socialist accumulation, and to the high proportion of pro«
fits which the industrial corporations are expected?® to
deposit for this purpose, and, on the other hand, of the
great poverty of the people, as well as the probability that
after the events of the last sixteen years they have little faith
in the security of investment (or in the political wisdom of
accumulating too much), I do not think that there can be
any doubt that the overwhelmingly greater part is provided
from collective, and not from individual, abstinence, f.e.
that the sphere controlled by the price mechanism in this
matter is extremely restricted. And it is a possible corollary
from this conclusion that, if the provision of new savings in
the Soviet Union were left simply to the forces which control
accumulation in other countries, the total volume of re-
sources saved in that country to-day would not exceed the
relatively modest amount subscribed by the people to the
public loans, or deposited by them in savings banks.

v

We may now pass to consider how the planned economy
carries into effect the last of the groups of major economic
decisions described in the previous chapter, namely those
concerned with the distribution of workers to the various
places and callings where they are wanted. And here we

* As Professor Hoover points out (op. eit., p. 5o}, the figures available
which attempt to total the two main forms of saving overlap so much

that they are of no use for our
'Prd‘euorﬂmm& .dh,p.a5;gi\u25paomtuthﬁrwwt_im
of the profits of trusts payment of income tax) allocated to capital
expansion, -
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come to one of the most critical points in any planned
economy. For those ecconomic decisions which are con-
cerned with the actions of people fall necessarily into a
different category from those which are concerned only
with the use of things. It is possible authoritatively to decide
that a certain piece of land shall become the site of a
theatre. All that is required in order that this decision may
be carried into effect is that the person who makes it should
be the owner of, or exercise a control equivalent to owners
ship over, the land in question. But outside a slave economy,
where the rights of ownership extend to people as well as
things, it is not possible to decide in the same way that a
certain person shall become an actor in that theatre, This
decision can only become effective if the co-operation of
the person concerned is somehow obtained. In other words,
so far as everything to do with the control and distribution
of labour supply is concerned, no economic system can
function which cannot depend on certain patterns of human
behaviour ; and a planned system is brought sharply up
against the fact that its smooth working depends as much
upon getting people to carry the plan into cffect, as upon
the wise and consistent construction of the plan itseif.

Now in this matter the present position of the Russian
economy presents a most interesting dilemma. At the mo-
ment the Bolsheviks rely very largely upon the price me-
chanist in this sphere. But because their social philosophy
involves certain principles not to be very happily reconciled
with this reliance, there are at the moment some awkward
inconsistencies and ¢lumsy ¢ompromises in their manage-
ment of this part of their system ; and though they have
not yet found a complete substitute for the price mechanism
in the control of labour supply, they are eager to avail
themselves wherever possible of mach.inery more consistent
with the Communist philosophy.

‘Of the ge.nu‘al predominance:of the: old-fashioned pnce
mechanism in regulating the distribution of labour in the
Soviet Union there can, I think; be no doubt ; at least in
the sense that there js no other instrument which plays
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anything like so large a part in the business. That this ma-
chinery operates in exceedingly clumsy fashion, and that
much of the distribution of workers between different locali-
ties and occupations is a matter rather of chance, habit
or prejudice, than of reasoned economic calculation, is, of
course, at Jeast a3 true of the Soviet Union as of other socie-
ties which rely, not, as the Russians do, mainly, but cntirely,
on this mechanism. People drift and blunder all the world
over. But it seems clear that in the Soviet economy, as else-
where, a worker finds his way into his particular job as the
result of personal choice operating within certain Limits,
and that economic calculation of the ordinary type plays,
and is expected to play, its part in this choice. The element
of personal choice appears in the conversation of individual
Russians who will mention incidentally, just as do parents
clsewhere, that their sons and daughters hope to become
engine-drivers or teachers, or whatever it is, and are taking
steps to get the training necessary for these occupations.
The presence of this element is implied, also, in the almost
universal lament of the authorities responsible for the man-
agement of Russian factories over the high rate of labour
turnover and the constant struggle against absenteeism.?
Workers come for jobs to-day and leave to-morrow, pre.
sumably because they think that they can get something
clse more to their liking, One is told that they drift par-
ticularly to the places where they hear that better ratons
are to be had, and the coining of a special name—aviator—
to deseribe one who flits from factory to factory in search of
better wages is significant.® There are recurrent outcries
against the ineradicable tendency of the peasant to drift
back to the country afier a spell of factory labour. This
mobility of labour, in the most literal sense, is indeed to the
outward cye a most conspicuous feature of the life of present-
day Russia. Any casual visitor who observes the waiting
hordes in railway stations and in the road outside will look

.;fm’ for example, Mowow Daily Neass (weekly edn.), December ts,
;gngﬂrhd'.L#lkmSaﬁIIFm,p. vy -
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in vain for any evidence of authoritative direction ; and
indeed he will be at pains to ¢onvince himself that these
people can be in process of carrying out any plan at all.
The fact that economic caleulation of the ordinary kind
is expected to play its part in guiding the movernents of
workers, and in getting them to work in accordance with
the requirements of the plan, is illustrated by features in
the Russian system of remuneration which are strictly
parallel to those of other countries. Thus, it is a common
practice to pay persons higher rates of wages according as
they hold positions involving greater responsibility. I have
notes of the rates of salary paid in a number of Russian
educational institutions supplied to me by the responsible
officers of these institutes, In all there is a hierarchy of
junior teachers, senior and head teachers, assistant lecturers,
lecturers, professors and directors, in which the rates in-
¢rease as one proceeds (in our sense) upwards ; although
the difference between the top and the bottom is generally
less than would be found in similar academies in this coun-
try. Other observers record that, in factories, persons hold-
ing executive positions commonly get more money than
those doing unskilled work. And it is common knowledge
that specialists who have technical knowledge or skill of
special irnportance for the success of any part of the plan
are rewarded by higher rates of pay, or improved rations or
both, I was even informed in one instance that certain
engincering specialists were not required, even when mem-
bers of the Communist Party, to observe the maximum
limit of income then imposed on Party members generally.
There can be no doubt that these economic advantages
are intended to increase the supply of persons having such
special qualifications, or willing and able to fill positions of
responsibility, {And in this context it should not be over-
looked that in Russia, where incompetent management may
be a criminal offence, punishable with a severe term of im-
prisonment or even loss of life, there may be factors greatly
strengthening that disinclination to take up work of respon-
sibility under which a considerahle part of human-kind
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apparently labours,) These inducements are a typical
example of the operation of the price mechanism, under
which a higher price is the recognised stimulus to the pro-
duction of a larger supply. Similarly, the widespread use of
piece-work methods of payment by results, and the award
of special rations to shock workers! in Russian factories, is
another example of the same thing. The authorities believe
that a man will do more and better work if he is paid more
money, or gets more food, as a reward for it. And it is upon
these inducements that they rely in the first instance to
secure that plans for so many engineers and so many doctors
and so many blacksmiths, and for such and such a result
from the labours of these workers, are in fact realised.

But here comes the dilemma. It is a first principle of
Bolshevik philosophy that certain kinds of labour are
inherently honoutable, and ought to be favoured by every
possible mark of public esteern, The usual social pyramid of
the Western world is to be inverted, and manual workers,
particularly those whose work is dirty or disagrecable or
dangerous, who rank elsewhere among the lower social
classes, are to take their place at the top of the Russian
class structure, while those who seek to grow rich by employ-
ing the labour of their fellows are the pariahs of Russian
society. Yet the payment of higher rates of wages to people
‘doing specially skilled or responsible work is not exactly
consistent with the maintenance of this absolute supremacy
of the formerly oppressed classes ; and, moreover, the use of
economic inducements to regulate the supply and distribu-
tion of various forms of labour does not square up with the
passionate Russian hatred of any interest in personal gain.
According to Bolshevik canons of behaviour, the acquisitive
motives are in bad taste, Many readers of Mr. Hindus’s
books will remember the story that he tells in Red Bread®
of the small boy who solemnly observed that the word
riches had been “ relegated to the archives” ; and yet the

1 See, for exampie, Moseow Daily News (weekly edn.), December 10,
lg;n.
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Bolsheviks are in the awkward position that the very execu-
tion of their plan depends on the public understanding
that word and responding to it in the orthodox way.1
 Henee the attempt to modify the more objectionable
features of the price mechanism in this sphere, or to replace
it with machinery more consonant with principle. Thus,
the Bolsheviks have always been partial to collective rather
than individual methods of payment by results, preferring
to pay a bonus on the output of a group rather than of an
individual, on the ground that to seck a gain, in which
others will share the results of your efforts, is not quite so
nasty as to exert yourself only for your own personal profit.
And in the background there are methods of controlling
the supply of labour which are quite independent of the
price mechanism. Russian law, for example, provides a
reserve power of complete industrial conscription, which
requires that in case of public crises everyone between the
ages of eighteen and forty-five in the case of men {(or forty
in the case of women) must take part in work required by
the Government, except only women more than seven
months advanced in pregnancy, nursing mothers and
women with young children who have no one else to look
after them.® According to the Manchesier Guardian’s corre-
spondent,® something like this power was exercised in
northern Russia in the spring of 1933, when a “ militant
mobilisation *’ of collective farm workers and individual
peasants of the whole region was organised, every single
worker, whether from collective farm or individual peasant,
being required to “ come to the forest provided with his
own transport, with the object of securing in the whole
region no less than double (and in particularly backward
districts, treble} the number of cutters; and treble the

% Hence a certain laxity in maintaining the standards of Mr. Hindus's
young friend. See below, p. 337

% Field, Protection of Women and Children in Saviet Russia, p. 225, and
Labour Code of the Russian Federal Republic, Articles 11 to 13, quoted
in .S‘c)hcl Documents Relatioe o Labonr Lagisiation in the USSR, (CQmd,
3775)-

1 See article in the issue of March 29, 1933, and letter in isse of
May 20, 1933.
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number of horses for transport.’” Dr. H. Saller refers to a
somewhat similar decree under which all workers who had
been employed in the transport services within the preced-
ing five years were required under penalty to return to the
industry,1

Moreover, both the Red Army and the membership of
the Communist Party provide at least a skeleton labour
supply amenable to direct order, The Red Army, which is
a conscript force composed mainly of short-service recruits,
together with a smaller proportion who serve for two years,
fulfils, first, the military purpose common to all citizen
armies ; second, an educational purpose; and third, at
least incidentally, an industrial purpose ; for units of the
Red Army can be used to help with urgent industrial work
in a way which would not be well received by labour
organisations in a capitalist country. I have no evidence of
military units being employed on regular production, such
as daily factory work ; but one hears constantly of their
being available to help in anything that can be called an
emergency, such as clearing congestion on the railways or
repairing burst mains in the streets.

The membership of the Communist Party, though
numerically small, must also be a factor of by no means
negligible importance in regulating the supply of labour.
The Party, as is generally known, is a select erder (including
at its most only 3 million members)? to which admission can
only be gained after a period of probation has been served
(six months for workers and peasants and longer for those
of bourgeois origin), and which is subject to periodical
purges® intended to weed out all whose allegiance to Com-
munist principle is lukewarm, or who are suspected of
having wormed their way in for motives of personal ad-
vantage. Unquestionably the members enjoy certain
privileges. I have been told, for example, that in the lists of

1 In Dobbert’s Saml Emonamics, p.
% Moscow Daily Nnws (weekly edn.), December ag, 18?9.
&;2 good account of such a purge is to be found in Gladkov's novel,
z.
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applicants for flats in the new workers’' dwellings being
erected under the plan, names marked in red are those of
Party members, to whom preference will be given over
others who have been waiting longer; but, equally
without question, Party members are subject to a strict rule
of life. At least until recently they were expected to show
their indifference to the appeal of acquisition by keeping
their incomes within a certain maximum limit! ; they are
required always to lead sober and temperate lives (members
of the Communist Party of the Soviet Union can be expelied
for drunkenness, and sexual promiscuity is also not well
looked upon among these #ite) ; and, further, they must do
what they are told by the Party authorities, to the length of
giving up their jobs and travelling at the shortest notice
hundreds of miles to undertake fresh work in distant parts
of the country. This last obligation must be of considerable
importance, if not as an integral part of the machinery
regulating the distribution of labour in accordance with
plan, at least as a means of rectifying flaws that appear as
the plan is put into execution. Moreover, in addition to the
Communist Party proper, members of the Young Com-
munist League (Komsomols) numbering about 6 million®
are subject to practically the same obligations. At least, ont
can hardly imagine that a Komsomal would be likely to
decline, if instructed by an organ of the Party or of the
League to go here or there and to do this or that, or that

4 A reference to the recent sbandonment of the maximum income
limit for Party members is contained in Hecker's Moz Dialogues,
p. 292, When I was in Russia in 193% | was told that the rule had been
waived in the case of certain lughly valued .;pecia!isu, as already
mentioned ; but not gencrally. Tt is oaly fair to add that at oo time can
the obligation have put & very severe strain on the rank and fle members
of the Party, The permitted limit of income was fixed at 300 roubles
per month {that is, according to most authorities, though 1 have heard
250 quoted) 3 but accarding to the fgures given to me early in 1932
the wage of a worker in the big cities not doing wark of special skill
or mgln:ibility ranged from about 8o to 150 roubles monthly ; while
the official figures (quoted by Signor Pietro Sesss in Dobbert's Societ
lem‘a, p. 275) show that the rates paid st enrlier dates were materialty

OWer.
% Mehnert, Youth in Soviet Russia, p. 48.
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these authorities would hesitate to issue such instructions,
It is true, of course, that mere membership of the Party, or
of one of its auxiliary bodies, does not make a man or
woman able to perform any particular kind of work, and,
therefore, that the existence of these instifutions contri-
butes nothing towards securing that workers are trained
for different callings in the proportions in which they are
required ; but it does ensure that, given their aptitudes,
any desired use can be made of the members of the Party
and of the League.

Fmally, though it is difficult to get direct evidence of
this, it seems reasonable, in view of the general temper of
Russian society, to suppose that while the price mechanism
may be the staple method of regulating the distribution of
labour, the operation of that mechanism is nowhere as free
as it is in this country. When I made enquiries in Moscow,
Leningrad or in the Ukraine in 1932 as to how labour was
recruited for the many new enterprises that were afoot, 1
was generally told that the trusts owning these factories
were given the right to recruit labour in particular arcas ;
that their agents went into the country to engage workers
from among the peasants ; and that the schools and tech-
nical institutes were also asked to supply the requisite
numbers of workers with appropriate special qualifications.
Dr. Hugh Dalton tells me that at Magnitogorsk he was in-
formed that the works * contracted with local collective
farms to find a certain number of workers.” How exactly is
this recruiting done, and how are these contracts fulfilled ?
No doubt the first supply comes from volunteers, and the
maotives of the volunteers are in the first instance economic
(and patiotic). But if the supply of volunteers does not
match up with requirements, what happens next? I am
far from suggesting that there is in the Soviet Union any-
thing that could be called industrial conseription generally
and normally applied ; but I am sure that the ordinary
economic motives must be reinforced by a good deal of
pressure of one sort or another,

Of some forms of negative pressure we have indeed direct
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evidence. A worker may take up a particular job because he
thinks that it offers the chance of better food or living con-
ditions or pay ; but his freedom to renounce it in favour of
something still better is certainly limited by measures aimed
at reducing the extravagant labour turnover referred to
above, Thus we hear of newly engaged workers receiving
no pay till the end of their fourth week’s work, in order to
ensure that they hold a job at least for this length of time.?
Again, the system of issuing ration cards through the plants
where workers are employed, so that a worker cannot leave
his job without surrendering his card, must give the plant
directives a very considerable power over the movement of
labour.? It does not, indeed, enable the authorities to make
people go where they are wanted ; but it must greatly assist
in keeping them in the right place once they have turned
up there,

v

So much for industry. What of agriculture, which, after
all, occupies the time and energy of the overwhelmingly
greater part of the people of the Union ? Soviet agriculture
is organised in three main forms. First, there are the non-
collectivised peasants, who are independent producers like
any other peasants, They do not own their land, since the
private ownership of land is forbidden throughout the
Union. But they keep themselves and their families by
working the land which they occupy, and they look to sell
their surplus, if any, on some market or other. Second,
there are the collective farms (kolkhosi), the number of
which has increased enormously under the drive for col-
lectivisation in the past few years, Of the various degrees
and types of collectivisation, the most typical appears to be
some variant of the following pattern. The peasants pool
their stock and tools (though a certain maxirnum may be
kept in individual passession : on a farm which 1 visited
near Kiev each member of the collcctive. T was told, had

1 Kérber, Life in & Soviet Factory, p
% See Mo:wow Daily Naor (weekly edn.), December 10, 1952,
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the right to retain one cow for the use of himself and his
family, the others being collectively housed in a2 communal
cowshed), They work the land in common, in the sense that
their tasks are assigned by a management committee of the
farm, and performed in groups working under a leader, who
is himself a member of the collective and, in theory at least,
elected. Each worker receives a daily wage in money orkind,
or partly in each, which is not necessarily the same for all
workers, rates being graded according to the amount of
work performed, or the skill required for it. This wage is
really an advance on the yield of the harvest, for, after the
crops are gathered and sold, there is a further distribution
of the proceeds of the sale to all members. Under this systemn
it is evident that the results of the members’ work are, in
the first instance, common property, of which the bulk is
subsequently divided amongst the several members ; though
some part may, of course, be permanently retained in col-
lective ownership to provide such communal facilities as a
club or dining-room or kindergarten. The extent of these
latter amenities evidently varies greatly from one collective
to another,

"The third system is that of State farms (sovkhosi)}, which
are the property of an agricultural trust and are operated
on the same principles as industrial units. All that has been
' said above about the conduct of industrial enterprises
doubtless applies, with little modification, to the State
farms, and need not, therefore, be repeated here. These
farms, morcover, occupy a relatively small place in the
picture : it is the collective farm which the authorities
are attempting to make the typical unit, Indeed, it is
claimed that in 1932 there were already 250,400 collective
as against 5,000 State farms ; while 78 per cent of the total
cultivated area was said to be collectivised.?

If we look first at the independent farms, it is clear that
production from these is still governed by the established
motives of individualist societies, though the rule of these

1 Bulletin No. a1 of the Anglo-Fusian Patliamentary Committee,
and Tiwelos Studies in Soviet Russia, p. 110,
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motives is severely hampered by the unsympathetic medium
in which it operates. ‘The peasant produces first for himself
directly, and without the interventon of any process of
purchase and sale, eating what he grows, like his Rou-
manian or French counterpart, and not unlike many
Canadian farmers. But it is not enough (and it certainly
would not meet the requirements of the plan) that he should
stop at that point. His work must also feed the towns-folk,
and for this purpose he must produce and sell a surplus ;
and he is induced to do this in the first instance by the hope
that the sale will give him a chance to buy the few products
of the city available to meet his (happily still limited) needs.
He works for pecuniary reward, and the better the real
price (expressed not merely in money, but in the things that
money will actually buy at his local shop) that he expects
to get for that work, the greater will his output be. He is a:
true ereature of the price economy, Consequently, while the
Bolsheviks may estimate for a certain agricultural produc-
tion to be realised district by district, they cannot see this
plan through as they do their industrial programmes, be-
cause their control over the units from which the produce
has to come is incomplete. It is the peasants who are
masters of these, Factories are nationalised : farms, apart
from the sovkhosi, are not. The execution of the agricul-
tural programme hecomes, therefore, a matter of inducing
people who are not part of the State machine to do what is
required of them.

. Twelve years’ bitter experience hag indeed taught the
Bolsheviks how uncompromisingly dependent on the orth-
odox stimuli of demand and supply is peasant production.
They have fought a hard battle to avoid official re.
cognition of this fact and long refused to let it shape their
plans, While permitting, and indeed expecting, the peasant
to produce a surplus over his own needs for sale, they have
at the same time compelled himi to sell the bulk of that sur-
plus to public authorities, at prices determined without his
co-operation and, in his view, inadequate. ‘The peasant has
responded by restricting his area of sowing to the minimuxm,
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by killing his livestock, by attempting to conceal any
saleable grain that he has, and by murdering the agents who
are sent to collect his producc The authorities have re-
sponded in their turn by using armed men to collect the
quotas and imposing the severest penalties on hoarding of
food supplies.

In this battle the peasant might well have argued that the
odds were weighted against him. The authorities urgently
needed his production. Very well, if assured a sufficiently
good price, he was prepared to contribute that production ;
if not, he would go as canny as he could, in accordance
with the recognised principles of any price economy. But
he had this further factor to reckon with, namely, that to be
known as a well-to-do peasant is the sin of sins in the Com-
munist world. If by hook or by crook he managed to make a
good thing out of his farm, he would as likely as not be de-
ported to Siberia, lest his ideology should corrupt his poorer
and more public-spirited neighbours. Deadlock. It is im-
possible to run a system which relics on appeal to the ac-
qmsluve motive and at the same time punishes those whosc
acquisition turns out successfully,

The Bolshevik escape from this deadlock was, in the first
instance, to substitute collective for individual farms. In
spite, however, of the intense enthusiasm of the Communists
for this policy, it is difficult to see that it really does away
with the dependence of agricultural production on the
orthodox stimuli employed by price economies. The col-
lectives are groups whose personal livelihood depends on
the profitable sale of their product. In this they closely re-
semble the associations of agricultural producers of the
capitalist world, termed * co-operative ' by courtesy only,
if that word implies the organisation of economic life on
principles which run counter to those of capitalist enter-
prise, For Danish farmers who have a common agency for
marketing their bacon, and Californian fruit-growers who
dispose of their apples to a selling agency and divide the
proceeds among themselves, are simply attempting to use
the price mechanism to: their own. greater advantage.. The
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Russian farr collectives,within the limits permitted to them
by the anti-capitalist temper of the socicty in which they
operate, are doing just the same. Their members are in an
altogether different position from that of the wage workers
in Russian factories. The wage worker has no interest—
certainly no direct interest—in the commercial fortunes of
his plant, This may be heavily subsidised, and, in effect,
selling its product at totally unremunerative prices as part,
for example, of a general policy of cheap exports. But the
worker’s wage is unaffected ; whereas the member of a col-
lective has an immediate interest in the terms of sale of the
produce raised by himself and his fellow members, becanse
it is on the proceeds of that sale that he and they must live,
The better the price that they can get, the more there will
be to divide on every bushel sold. The moral is obvious
(especially when it is realised that the collectives are, after
all, composed of men who have worked as independent
peasants and the children of such men). Expanding pro-
duction from collectives will be realised only as the simulus
of more attractive prices is applied.

Indeed, certain agricultural decrees of 1932 and 19332
cicarly indicate that, however valuable the collectives may
be as centres of propagantla, in which a new ideclogy may
be implanted in the minds of country folk, the Soviet
authorities are recognising the extent to which they are
governed by the orthodox price mechanism. Under these
decrees it is recorded that the old quotas, which had to be
delivered to the authorities at fixed prices, have been
abolished in the case of meat, mifk, and, later, grain ; and
a tax, fixed in advance, substituted. After paying the tax
in full, both the individual peasant and the collective are
to sell their produce on the best terms that they can in the
open market ; but, in accerdance with the policy of en-
couraging the collectives, the tax falls more lightly on them
than on th¢ individual farmers. Clearly the intention is
to give greatly increased scope to the ordinary market

L See AMascow Daily News (weekly edn), December g0, 1952 ; Mas
chester Guardion, Januacy 12, 1933.
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influences on agriculture, and indeed to hand over the
greater part of agricultural production to the undisputed
control of the price mechanism,1

Vi

It remains to raise a more fundamental issue. For we
have hitherto assumed that in those spheres in which the
price mechanism does operate in the Russian economy, its
working is strictly analogous to that of our world. But is
this assumption justified ? Can it be said that in a society
whose economic life is planned as a whole in the way that
this is done in the Soviet Union, where currency control,
price and wage fixing and production programmes are
regulated by authorities acting under the same ultimate
central direction—where, in fact, what in the last chapter
was described as the arca of decision is so wide as to em-
brace the entire economic activity of the country—can it
be said that the whole business of measuring prices and
costs in monetary terms has the same meaning in such a
world as it has in the unplanned economies ?

I doubt very much if it has. The point will perhaps best
be illustrated if we take a simple example of the meaning
of the mechanism of demand and supply, and apply this

3 It is unfortunate that everf"a:ooum of these decrees which T have
been able to trace amits to ¢xplain the precise nature of the difference
batween the quota and the tax. It is always emphasised that the tax
is fixed in advance ; but so alvo must the quotas have been, since
they are constantly referred to in Rumian estimates of the extent w
which the plans have been fulfilled. And the term quota can have
had no meaning unless the peasant was free to sell anything left afrer
the quota had been met, as it iz said that he may now do with the
produce remaining afier he has paid his tax. One is left o suppose
either that the difforence between the two systems is one of degree,
the quotas having been fixed at a far higher level than the tax, or that
under the old system, while the quota for 8 whole district was fixed
in advance, the individual peasants or collectives did not know what
their particular liability would be until after they had sown their crops,
and were, therefore, inclined to sow as little as possible lest all should
be taken from them ; whereas under the Imem system everybody knows
where he stands from the beginning, and can rely on keeping for himsell
the proceeds of any crops he can produce over and above the amount
necessary to meet the tax.
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to the three cases of the sclf-sufficing individual, an un-
planned economy like ours, and a planned economy like
the Russian,

Suppose, first, that T live by growing and eating potatoes,
and have no truck with anybody else. In this case the pro-
duction of potatoes is regulated in accordance with my
decision as to the point at which I shall cease from my
labours ; and I opine, of course, that that point has been
reached when the production of an additional potato is not
worth the bother that it entails. Further, the element of
balance, the importance of which in all economic decisions
was emphasised in the preceding chapter, appears in this
¢ase in the simple form of one mind weighing certain exer-
tions against the satisfactions to be derived from thejr
results. '

Suppose, second, that I live in an unplanned price econ-
omy like ours by growing potatoes and taking them to
market. In this case, the production of potatoes comes to
an end when nobody can be found willing to pay a price
for an additional pound of potatoes which either I or any
of my fellow growers (if there are any) considers sufficient
compensation for the trouble and expense of producing that
pound. This is simply translating into the terms of a mone.
tary exchange between two parties the same principle as
was illustrated by the actions of a single party in the first
case ; and this, as we have seen, is the normal regulative
machinery of the price economy. The production of pota-
toes, up to this point, is held to be profitable, or to be
cconomically justified, in a price economy,! because the
fact that enough people can be found willing to pay the
price demanded shows that, to them anyhow, the potatoes
are worth their cost ; while, on the other side of the balance,
the fact that the receipt of a certain price is a sufficient
inducermnent to make me and my fellows deliver all the
potatoes that can be sold at that price shows that we think
the game is, up to that point, worth the candle, We are not
prepared to grow still more potatoes because we are aware

1 Not necessarily correctly =o. Sce below, pp. nio ff,
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that, if we did, their price would fall on a glutted market ;
and we should not consider anything less than what we
are getting adequate compensation for our work and
enterprise, '

In this second example there are certain complications
due to the fact that, so far as the actual physical potatoes
are concerned, one set of people is involved in the labour
of their production and another set has the pleasure of eat-
ing them ; and that, therefore, the labours of one human
organism have to be weighed against the pleasures of an-
other by the method of converting them both into terms of
money values, These complications are glossed over at the
moment, but the reader who detects this may like to be
assured that they are dealt with in the next chapter.?

Now let us consider the third case, in which potato-
production is conducted as part of the planned programme
of the U.8.8.R. In this case I (whether I am an individual
peasant or a collective farm) sell my potatoes to a food
trust or to a publicly owned co-operative wholesale agency.
These organisations again pay me a price, and the same
balance is apparently achieved as in the preceding case. I
find the price a sufficient inducement to grow the potatoes
(otherwise I should not have done so, or shall not do so
again), and the trust or agency thinks them worth thig
price or it would not have paid so much,

In this case, however, there is an important concealed
distinction. The food trust does not itself eat these pota-
toes, Eventually it sells them, probably zig a plant or local
co-operative, to the Russian proletariat, which cats them
very readily. Now, since the food trust is a publicly owned
institution, the price which it offers need not in any way
reflect what the proletariat, in whose eventual interest the
potatoes are brought to market, considers those potatoes
worth. The trust may be heavily subsidised, in which case
it is offering me a price for potatoes greater than those who
consume them personally consider justified ; or it may
itself be subsidising some other entively different branch of

1 See pp. 110 fl.
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production—tea plantations, for example—in which case
the proletariat arc getting more tea and less potatoes than
would be the case if the market were not thus authorita-
tively controlled ; or, more important perhaps than all, the
price which the hungry proletarians can be induced to pay
for these potatoes may, by methods which are described
below, be prevented from expressing what in their hearts
they think those potatoes worth.

It is true, of course, that in the price economy also it is
unisual for a grower to scll direct to the person who pro-
poses to eat what he buys. But since in that system the
intermediaries between producer and final consumer all
operate on the principle of the price mechanism—since,
that is, they must all in the long run get a good enough
pncc for what they do to justify them (in their own estima-
tion, of course) for doing it—it follows that the price that
theﬁnalmnmmercanbcmadctopaym the determining
factor along the whole chain. If there is not a good enough
margin in this to cover all the costs incurred from begin-
ning to ead of the production of what the consumer buys,
sooner or later output will be curtailed. Hence, interme-
diaries or no intermediaries, we are justified in saying that
production is only carried up to the point at which some
consumer is willing to pay as much for the product as will
cover the trouble involved in its production and distribu-
tion, measured by the money that will induce people to
take that trouble.

'I'hepomnonofaplaunedcconomymthmrcspcctmll
perhaps best be appreciated if we now drop the example
of the potatoes and look at a concrete instance drawn from
actual happenings in the U.S.S.R. When T was in that
country I visited one day a large home for rescued street
children sitvated a few miles outside Kharkov. This was
a new and (apart from the lavatories, of course) well.
designed and reasonably well-furnished building in which
were housed some 300 or more children. In addition to
the living accornmodation there were extensive workshops
—in which the children were employed in making some
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form of electrical gear—and also a number of classrooms,
The authorities of this home told me with pride that, though
the actnal building had been given them by the State
Political Police-~the notorious G.P.U., or Ogpu of the
English press—the institution was otherwise “ entirely selfe
supportmg,” the proceeds of sale of the goods made by the
inmates covering all the running costs, including the salaries
of the superintending officers and the teachers employed.
As T was also told that the children worked four hours in
school and four hours in the workshops daily, and as they
were obviously unskilled when they came (the ages ranged
from cight or nine to eighteen or nineteen), it certainly
seemed remarkable that a four hours’ working day, on the
part of what was practically apprentice labour, would
suffice to maintain such a large and relatively comfortable
institution,

Further enquiry elicited (1) that the gear made by the
children was not produced anywhere else in the Union
(before the home was opened, supplies had been imported
frorn abroad, but this import had now ceased : the authori-
ties were very proud of the fact that their home had thus
helped to make the Union independent of foreign supplies
at least in one detail) ; (2) that the products were sold
exclusively to certain State trusts engaged in electrical
engineering.

These facts put the statement that the home was self-
supporting in a new light. Obviously this term had no real
meaning, since the planning authorities could both give the
home a monepoly of production in its own particular line,
and at the same time see that the industrial enterprises
which required this product were supplied with funds to
buy as much as they wanted, notwithstanding the high
price, Conceivably, in a capitalist economy, a powerful
group of producers might have succeeded in doing the first
of these things. They might have established a monopoly in
their own hands and persuaded the Government to irnpose
a prohibitive tariff on competing imports, but they would
still have heen in the hands of their customers, They could
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not control simultancously both sides of the exchange and
make those customers buy more than they could afford at
the monopoly price. The Russians could ; and the result was
that while the home could be shown as self-supporting as a
matter of book-keeping, and a balance of selling price and
cost maintained on paper, these figures had noreal meaning.
Second, even when sales are made not to nationalised
enterprises, but to final consurmers, the planned economy,
as hinted above, can manipulate the readings of the price
mechanism. Reverting for a moment to our potatoes, we
may suppose that these are finally offered for sale in shops
at a figure which does cover all the costs incurred in their
production at all stages. No subsidies, concealed or open,
have been slipped in anywhere, Can we, in this case, say
that the production of potatoes is regulated by the price
mechanistn, and the balance of price and cost maintained ?
Strictly, I think we cannot do so0, as long as the freedom of
the consumer’s choice is in part controlled by a system of
rationing. For, even if the potatoes are mot themselves
rationed, the fact that other things are has an important
influence on the amount of money that the final consurner
is willing to spend on potatocs. He gets certain sums as
wages-~let us say 100 roubles a month. Owing to the ration-
ing system, he cannot spend more than perhaps 30 of these
on bread and meat and margarine and kasha, So he blues
a lot of the rest on potatoes, of which, we are supposing,
he can have as many as he can afford to pay for, In this
case his distribution of his resources between different types
of consurnption does not represent the relative value that he
would set on those different lines if his choice were left
entirely to himself. He would very likely rather bave more
bread or a little butter and fewer potatoes ; but he cannot ;
and in consequence his demand for potatoes is artificially
inflated.
. This example is not, I think, altogether fanciful, For one
constantly hears it said by those who have lived in the Soviet
Union that any Russian who has more than the lowest pay
may be quitd.at a Joss to know on what to spend his money,
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Thanks to the rationing system and the practice of fixing
prices at lower levels than serve exactly to match demand
to supplies, the goods run out before the money to buy
them is exhausted. Consequently demand may be oddly
distorted into certain channels which represent, not the
true preference of consumers over the whole ficld of possible
consumption, but their reaction to a situation in which a
large part of their consurmption is decided for them by
authority, and in which, for the rest, they have to buy,
not what they want, but what there is.

VII

Nor do the examples already given exhaust the power of
a planning authority to manipulate the readings of the price
index. For where the State is virtually the only buyer of
Iabour, and particularly where it has any power over its
employees beside that of direct economic inducement,
money costs can be raised or lowered by decisions as to the
remuneration payable to workers which may run right off
the lincs of those which would be reached in a free market.
In the case of the children’s home mentioned above, the
cost of electrical gear was magnified by the inclusion in it
of the salaries of teachers giving general and technical
education to the children making that gear. In other in-
stances, money costs might be reckoned at a lower figure
than a free price economy would permit. Thus, if an article
is being produced by a State trust and sclling at unre-
munerative prices, and the authorities wish to show that
its production is, in fact, justified in the sense that it covers
costs, there are plenty of ways of doing this, They can, for
example, simply lower the wages of all engaged in making
this article, and leave it at that. At the lower wages, costs
are covered without any change in selling price. Recourse
w this method implies, of course, that the distribution of
labour supply is not left so completely to the free functioning
of the price mechanixm that the warkers ¢an all respond by
thrawing. up their jobs, and finding employment in othex
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industries where rates have not been similarly reduced. As
we have scen, the managers of Russian industtial enterprises
have sufficient control over the movement of labour to make
it possible that this retort can be prevented, although, in the
absence of a complete systemn of industrial conscription,
they cannot do exactly what they like about relative wage
‘rates and hang the consequences, any more than can a
capitalist employer,

Or, again, if the authorities have some reason for not
wishing to annoy their workers by this method of squaring
their books, then in a completely planned society they can
follow other roads to the same end. A reduction in money
wages sufficient to balance the profit and loss account of
the enterprise in question can be arranged, and at the same
time a general reduction made in the prices charged at the
local co-operatives, so that the real wages of the workers
concerned, measured in terms of what those wages will buy,
remain unchanged ; though they are excluded from pars
ticipation in a general fall in the cost of living in which their
comrades share, Thus, again, the mere balance of selling
price and cost in a particular enterprise, or even of a whole
industry, in a fully planned economy is found to mean
nothing at all.

Finally, we have to remember that labour charges are
not the only costs to be met. It may indeed be argued that
so long as the Soviets rely, to the extent to which they do,
on the price mechanism to regulate the supply and dis-
tribution of labour, there is a limit beyond which labour
costs, at least, cannot be cooked. For if, afier the fashion
suggested above, wages are lowered in a particular industry
in order that its cost figures may appear in a favourable
light, and if any counterbalancing reduction of food prices
is shared by others whose wages remain untouched, then
sooner or later the workers whose wages have been reduced
will wake up to the fact that their relative position has been
worsened. So long as anything that can be calied a labour
market exists, these workers will try to get a better bargain
somewhere else, and the authorities will come to realise that
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if they want work of a certain degree of arduousness and
skill performed, they will not get people to do it unless they
are prepared to pay a certain minimum rate for the job :
that there is a point beyond which, in fact, they cannot
pretend that the cost of doing that work is less than it is.

But it is quite otherwise with those costs which are repre-
sented in a capitalist society by the payment of interest, In
the U.S.S.R, there i3 a labour market of a sort, and there
are, therefore, approximations to market rates for wages.
But there is no capital market and no market rate of
interest. Yet interest is, I think we bave to admit, payment
for a real cost : namely, that of waiting for a deferred result
ot making the (in all probability, normally painful) effort
of saving. Many socialist economists, indeed, deny this. Karl
Marx, for example, argues, in effect, that capital instru.
ments are the creation of past, and consumables the pro-
duct of present, labour, and that that is all there is to it ;
and nearly all Communists accept his view.? Oun this theory,
if a machine can be made by the labour of forty men, all
working together for one year, and if in every year for
twenty years thereafter this machine will produce the least
fraction more than could two men working without the aid
of such a machine, then it follows that it will pay a capitalist
to have such a machine built, because in the course of its
life it will have saved more labour than its manufacture
requires. At the end of twenty years the capitalist will be
a fraction in on the whole affair. -

But the capitalist who did this would surely be a fool ;
or, at least, a very abnormal person. To get this machine
made he has to take forty meo off producing for his

1 Thus, in Marx® opinion, the limit to the use of machinery is * that
its own production shall cost less than the labour which is rcplacedg
ity employment " (Capital, wans. Eden and Cedar Paul, p. 416). G
also feotnote to p. 413 ¢ ** The teader who is accustamed to the capitalist’s
way of looking at things will naturally be surprised, here, that there s
no mention of the * interest > which the machine transfers %0 the product,
ty an amount proportional t© its own enpitalised value. Yet it is easy
to see that the machine , . . cannot create any value under the name

of ¢ interest.” * The whole argument is developed at length on pp. 409
to 418 of the same volume.
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irmediate needs and pleasures. True, over the whole period
of twenty years the total output of consumables coming to
him from the combined labour of his workers and the
machine will be a fraction greater than it would be if he
went on as he is doing now with no machine. But some of
these desired commodities are twenty years distant in time ;
and if he is 2 normally constituted person he will surely
find it difficult not to visualisc the pleasures of twenty years
on somewhat in miniature, as though at the wrong end of
a telescope. Yet to get these pleasures he has got to make
an immediate sacrifice of present consumption only the
least fraction less than these deferred delights will amount
to when they come. No allowance is made for the years
that he must wait for his reward.

The capitalist will therefore not be satisfied with knowing
that his machine will, in the course of its lifetime, contribute
just any fraction more product than that which he must
forgo in the present by taking workers off current produc-
tion to make this machine. He will pay great attention to
the size of that fraction, and he will only think the machine,
with its prospect of adding to future supplies of consumables,
worth making, if that fraction is big enough to compensate
him for the fact that the supplies are future. In other words,
ke will need to be satisfied that the machine will, in the
course of its life, not merely cover the lahour costs involved
in its manufacture, but pay adequate interest on those costs
as well. And I suggest that, in reckoning in this way, the
capitalist acts, not just as one who has been corrupted by
living in a world which approves the payment of interest
(though, incidentally, it has relegated the term usury to the
archives), but as 8 human being who believes that a bird
in the hand is worth anyhow more than one bird in the
bush ; even if (discounting any inevitable element of risk in
calculations concerning the future) he has every confidence
that the bird in the bush will wait patiently till he gets
there to put salt on its tail.

Now what has all this got to do with the measurement of
costs in a planned economy ? More, I think, than at first

Ds



98 THE NATURE OF

appears. For the planners have, like our capitalist, to decide
how far workers shall be employed in production for current
needs, and how far in preparing cheer and comfort which
will only materialise at some future date. On the principle
of balancing costs against satisfaction, they are only justified
in building for the future if the eventual product of that
building cornpensates for the abstinence involved in taking
workers who might be serving the needs of the day off’ that
job, and sctu'ng them, instead, to providc for a distant
morrow ; that is, if the indirect results in consumables of
the wark of their builders will be large enough to pay their
wages plus interest into the bargain.

No planned enterprise can, therefore, I think, be said to
cover its costs unless its procoeds provide in full for interest
as well as for wages and materials, But here we come up
against the unanswerable question : What is “ full interest »
in a socialised economy? Full labour cost is the price
(measured in money) that you have to pay to get somebody
to do the job you want done. Full interest is the price you
have to pay to get somebody to agree to restrict his pre-
sent consumption in anticipation of a future reward. Such
interest depends on many factors, such as the saver’s con-
fidence that he will, in fact, get that future reward, the
extent of his wealth or poverty at the moment, compared
with his future expectations and so forth, If, however, there
is a market for capital, the current rate pf interest can
be tested out in that market just as can the price of labour
in the labour market, The prospect of getting their
money back plus 10 per cent per annum will induce so
many peaple to abstain from spending it, while 15 per cent
will similarly influence such and such other nunber ; just
as for thirty bob a week so many people will want to work
for you, and so many more if you put the rate up to five
pounds.

In the absence of any capital market in the Soviet Union,
however, the true cost of abstinence cannot be tested out.
The situation may be that if the Russians tighten their belts
one hole they can look forward to being, say, 20 per cent
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hetter off at the end of five years. If they will go to a second
hole, the 20 per cent might become g0 per cent. But the
decision whether this justifies the second hole, and indeed
whether it might not be worth while to go even further, is
not referred, through the machinery of any market, to the
persons whose belts are affected. The Planning Commission
stint the present for the sake of the future up to the point at
which they presumably think that the increased future return
justifies the present sacrifice ; that is to say, they reckon
(whether or no this goes into their accounts) that the interest
that such investment will realise is adequate to compensate
for the cost of making that investment. In a society whose
savings were regulated by the price mechanizm the correct-
ness of this judgment would soon be checked by the response
of the savers o varying stimuli. If a man did not think it
worth saving £100 in the expectation of receiving L120 at
the end of five years, he would not do so, and that much
less saving would be made. The Russians cannot make this
response, because the volume of saving is not in the main
determined by the individual reactions of those whose
abstinence pays for it, in the way that the volume and
character of werk done is still at least partially controlled
by individual response to the prices offered for such work.
The volume of saving is eollectively determined on behalf
of the abstainers by other people.

While, therefore, it is true that some cost comparable to
our interest exists in the planned economy, it is quite hope-
less to expect this to be shown in measuring the balance of
outgoings and incomings of any particular enterprise. For
there is no means of arriving at an estimate of the true
amount of this cost ; and any figure which may be entered
is therefore quite arbitrary.? It can only represent what the

‘Inantmmhngmdem!MEwnw]mdfoer 1933
on Prics Formation in & Socialint Cam, Mr. Dhickirson
that » definite rate of interest hamlculxwdemmu
wmity where, as in Russia, capital instruraents are socially owned ;
provided, that is, that there is slill a froe copsumery’ m;ketforﬁnuhcd
gondmlntbgmtbﬂ.mthuemnd:m%haemldbemuwd
interest, and one only, which would exquate a gioen supply of capital
with the demand for it, this is wue. But that i3 cily half the stary. For
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authorities think ought to be a sufficient reward to the people
for their abstinence. The place of interest in a socialist State
has long been a subject of discussion ; but the conclusion to
which we are led must, I think, be, that where capital goods
are collectively owned and their creation made a matter of
collective determination, interest remains a real economic
cost indeed ; but that its measurement in quantitative terms
becomes so difficult that current rates of interest cease to
be any use as guides to practical policy. Again it may be
helpfist to visualise the three types of economy by which my
Pproduction of potatoes was itlustrated on p. 8g. In the first,
or self-sufficient economy, the same person bears the cost
and reaps the fruits of abstinence, after the manner of
Crusoe when he goes short of fish one day because he is
making a boat which will greatly increase his future catches,
In the second, or price economy, one person probably dis-
plays the abstinence (the saver) and a second (the investor)

it will still be impossible to deteriiine whether the rate thus arrived at
i, or is mot, adequate to compemsate those whose abstinence makes
that given supply available,

A simplified example may make this clearer. Suppose that a planning
commission, appointed by a community of 100 persons, decides that 8o
of those persons shall be engaged on ision for current needs (typified
by haking) and 20 on provision for efutures ified by the manufac.
ture of electric ovens of superior productivity). If bread is sold to the
public for money in the ordinary way, it will then be possible to arrive
at a rate of interest by calculadng on what terms it will just pay the
hakers to install all the ovens that the 20 constructional workers make.
But that throws no light on the question whether these terms justify
the ariginal decision that neither more nor less than 20 workers shouid
be thus withdrawn from production for curvent needs in onder to improve
the equipment of the future. The cost of that withdrawal is felt, of course,
in the fact that, while the construction of the ovens is in w the
whale 100 members of the community have to live on the baked
by 8o of their number. Since this matter is settled by authoritative
decree, without reference to agy market, there is no way of saying
whether the public consider the superior future productivity of the new
ovens as justification for this sacyifice or not. '

In an unplanned econamy, o the other hand, the 20 workers would
be set free for building ovens by a corresponding reduction in their
own (ar, if there are employers, in their employers’) consumption of
bread. If, then, the rats of interest realiced by the yuperior ovens is not
sufficient to jusify this sacrifice in the eyes of those who make it, they
will simply stop making it ; and the oumber of comstructional workers

_will accardingly be-reduced. . .o
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enjoys its direct physical result ; but the latter rewards the
former for the loan of his saved resources with a tnoney
payment (the interest), and, since the two parties are con-
tent to do business, it is presumed that the game is worth
the candle, In the third, or planned economy, the same
group of people make the saving and reap the future re-
ward, but there is no knowing whether or no they think the
game worth the candle, hecause they must play it up to a
point determined, not by themselves, but by the ihstruc.
tions of a third party acting on their behalf,

The final conclusion of this chapter is, then, that on the
one hand the Soviet planned economy has rendered the
price mechanism entirely useless in certain spheres, and has
partially dispensed with it in others. On the other hand, it
hag apparently retained that mechanism as the means of
giving effect to a certain proportion of the decisions that all
economic systems have to make : particularly as an instru-
ment for regulating the actions of people, as distinct from
the disposal of things (which can be nationalised, and thus
be disposed of by direct authoritative decree)-—as in its rela
tions with workers and with the still unnationalised industry
of agriculture. But this mechanism is always employed with
a difference, so that even where the plan apparently follows:
its readings the results obtained may be quite different from
those which would be realised under an unplanned econo-
ty. The mechanism may indeed be compared to a pair of
scales, in the manipulation of which the Soviet authorities
are in the unique position that they are able to reach both
of the pans. If two independent groups of people drop
weights into the scales, one from one side and one from
the other, a balance will be reached at a certain point, and

*that balance will refiect the result of the purposes of those
people as revealed by the manipulation of the weights
by each on their own side. If, however, those people hand
the scales to a third party, and say, “ You do this for us,”
again a balance will be reached at some point. But there
is no certainty whatever that the contents of the two
pans will be found to be identical in the two cases.



CHAPTER III

THE ACHIEVEMENTS AND POSSIBILITIES
O¥ AN UNPLANNED ECONOMY

T ae A of the two preceding chapters was to describe.
That of this and the two which immediately follow is, in
the main, to asvess.

We begin with the capitalist price economy. But before
we make any criticism of this form of economic organisation
we must give due weight to the commonplace that in the
last century and a half this system has provided the mass of
the peaple with an abundance and a variety of forms of
consumption never before equalled in the history of man-
kind. And it has done this while populations have grown
faster than they have ever before been known to grow over
large areas, Judged by sheer volume of output, by its record
of actual physical achievement, the price economy, as
operated in Great Britain, Germany and the United States
in the later nineteenth and early twentieth century, stands
unchallenged. The like has not been done before or since.
It is the price economy which has put not only bread and
butter, but jam, bananas, oranges, tea and coffee, into the
mouths, leather boots on to the feet, carpets on to the floors,
glass into the windows, electric light and radio sets into the
homes, not of the select few, but of millions ; which has
mashed up forests in order to provide these millions with
newspapers and underwear, and which keeps fleets of fast
vehicles in perpetual motion in case they should wish to go
from here to there. And it has accomplished all this while
on the whole gradually reducing the hours of duty which it
exacts from its servants, so that in thesc latter days the
worker’s daily life is for the first time divided not into
two parts, but into three ; work, physical recuperation and
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playtime. Indeed, sogreathave been the achievements of this
system that it is almost as fashionable to criticise it to-day
for its success as for its failure ; to argue that it has lified us
out of a state of poverty and unremitting toil seen (in
retrospect) to have been profoundly blessed, only to corrupt
our souls with its lavish abundance of meretricious lumber.1

However, these (like successes generally) may be taken
for granted. If our concern is rather with the weaknesses
of the system than with its achicevements, this is due to no
desire to minimise the latter. It is simply because success
cannot be improved upon : failure possibly can. And the
failures of the capitalist price economy are the subject of
an enormous literature. Roughly it may be said that the
charges which this literature brings fall into two groups,
Some are concerned with ethical questions: others rather
with matters of economic efficiency, The line between the
two is indeed not a hard and fast one. For it is impossible
to judge the efficiency of an economic system unless you
know what job that system is supposed to be doing, and
that job cannot be defined without introducing ethical
considerations. To take an obvious example, the fact that
nobody in the Soviet Union is as rich as Mr. Henry Ford
may be taken as a mark of the inferior efficiency of the
Russian as compared with the American economic system.
But this criticism is not justified unless it has already been
decided that a world in which some people are very poor,
most people moderately poor, and a few people very, very
rich, is preferable to one in which everyone is very poor or
rather poor, but no one has his poverty rubbed into him
by the sight of contrasting riches. And this is largely an
ethical decision. However, there is an intelligible distinction
between ethical and economit criticism of the price econos
my, good enough forour purposes. It is one thing to say
that a system produces the wrong results, It is another
thing t6 say that it fails to produce the results that it is
trying to produce ; and it is along these lines that the

1 For a typical example of such eriticism see Culture ond Environment,
hy Leavis and Thompson, especially from p. §7 to the end.
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distinction between the two types of criticism must be made,

The weight given to each line of attack has varied greatly
from time to time during the years in which the literature of
capitalist condempation has been in the making. Perhaps
I may illustrate this with a personal anecdote. A good many
years ago I made an application for a post under a labour
organisation. When I was interviewed by representatives of
the employing body I was asked, among other things, at
what date I had become a member of the Labour Party,
and why I had done so. To the latter question I replied,
with the raineté of the youthful intellectual, that my decision
to join the Labour Party was the result of ** a multitude of
converging considerations.” A friendly member of the com-
mittee denounced me afterwards for the folly of this exces-
sively truthful reply. The right answer, she said, would have
been : “* Because of the unbearable injustices of our social
system.”’ Her advice today, I think, would have been a
little different. Though a reference to injustice would never
be out of place in such circumstances, an expression. of dis-
gust at the hopeless failure of the capitalist system would
be more topical.}

Reluctantly I have come to the conclusion that in a book
of this scale I must march with this movement of opinion,
and deal only summarily with those criticisms of the price
economy which are mainly ethical in character. The reasons
for this course are three. First, the main concern of this
book is with economic mechanisms, and a study of the effici-
ency of alternative economic systems is therefore more
relevant to its purpose than would be any attempt to assay
the moral quality of the results delivered by those me-
chanisms, Second, the very shift of contemporary interest
from the wickedness to the stupidity of our economic

1 o . .
books ag M Cotes Iiigec Mins Guis lovus Worch Coot M. Cote
made his reputation as & socialist fifteen years ago by his exposure
of the inequities of our social system and the permeation of class bias
throughout all our imtitutions. Sece, for example, his Labowr o O
Commommealth (1919}, To-day he writes (and for a wider public) not so
much of wrongs as of muddles : of the inability of our musters to make &
woarkmanlike joby ¢ven of their own system.
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organisation is itself not without importance. It is due, of
course, to the fact that certain stupidities have been shown
up in a particularly glaring light by recent history. For
practical reasons these lapses urgently demand investiga-
tion, Third, ethical judgments are, for most of us, ultimates,
in the sense that their validity rests more on faith than on
reason. It is therefore generally unprofitable to argue about
them, If other people do not agree with your notions of
right and wrong, there is no way of demonstrating the error
of their views. Nevertheless, this decision is only reached
with reluctance. For, notwithstanding the incident quoted
above, I myself believe that the ethical objections to the
capitalist system, as realised in practice, are more powerful
than any others, and that the system is guilty of grave and
widespread and continuous injustice, such as is degrading
to those who suffer, and tormenting to any decent-minded
person who prospers, under it.

Speaking, then, of that injustice only in summary fashion,
we have simply to record that its evident cause is the in-
equality of distribution of wealth, power and opportunity
which is characteristic of the capitalist system in its modern
shape, If it is true that that system has done the marvels
that we have described for millions, it has always done in~
comparably greater ruarvels for select thousands ; and even
for the millions that have been admitted to its lesser bless-
ings there has always been a great army of others almost
completely shut out. Indeed, one way or another, practic-
ally all ethical criticisms of that system come back to its
inequality. It is therefore worth mention that these criti-
cisms would not apply to a society, could such be devised,
in which economic questions were settled by reference to
the price mechanism, but in which there were no marked
inequalities in the conditions of living. They are criticisms,
strictly, not of the price mechanism, as this has been de-
scribed in the preceding chapter, but of the distribution of
wealth which is found in fact to obtain in such industrial
societies as regulate their economic affairs by that me.
chanism. This raises the interesting question whether these
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inequalities are accidental or inherent in the essential nature
of the price economy : whether the regulation of economic
affairs by the price mechanism is compatible with social
and economic equality.

To that question we cannot, I think, give a certain
answer, It may be said that there is nothing in the nature
of the price mechanism which would prevent it from func-
tioning in an equalitarian society. Indeed, it was argued in
Chapter I that that mechanism itself actually induces
certain equalitarian tendencies,! and that if its operation
were not obstructed by barriers of class and prejudice,
some, at least, of the existing inequality of incomes would
disappear. Further, inequalities are enormously aggravated
by our system of inheritance, and there is nothing in the
practice of regulating output and distributing labour by
individual response to price movements which presupposes
that we shall be permitted (as in England) or required (as
in France) to hand down the bulk of cur riches to our
descendants, It is quite possible mentally to construct a
society in which every generation started from scratch, and
nobody was able to establish any enduring advantage, even
for his own lifetime, since the sight of his success would
attract others to follow in his footsteps and share his gains ;
and it is even possible to argue that this would be, in a
sense, the apotheosis of the price cconomy : the very
Platonic idea of a society of which existing capitalism is
but a paltry counterfeit,

But it is not s0 easy to sce how such a society could existt
and progress in the concrete world. For, in the first place, -
it is obvious that, people being what they are, and differing
in character and ability as they do, there must be an in-
herent tendency towards inequality in every human institu-
tion, It is no use saying that if we were all interchangeable
units we could live in a blissful state of equality within the .
existing rules of the game, Interchangeable we are not, and
it is useful to remermnhber that erery type of economic organisa- .
tion will turn top-heavy unless it is quite definitely and

1 See p. 21,
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dediberately weighted in favour of the weak, the unfortunate
and the incompetent. Second, while a static community of
equals might conceivably be possible under an individualist
economy, it is not easy to see how such an economy can pro-
gress in the absence of considerable and enduring inequali-
ties, The prospect of bettering yourself is the whole dynamic
force of the price economy ; and this is pot the same thing,
and never will be the same thing, as the prospect of
bettering other people equally and simultaneously with
yourself.

Certainly, experience confirms the view that the higher
developments of a society which depends upon the price
mechanism will only be achieved at the expense of marked
mequahum of distribution. Without gomg s0 far as to accept
the view that the distribution of wealth in a capitalist cono-
munity must conform? to a single definite pattern (the so-
called Parcto linc), we may note that industrialisation and
inequality have in fact always gone hand in hand under
the rule of the price mechanism. Those communities which,
like Switzerland or the Scandinavian ¢ountries, combine
an individualist economy with a distribution of wealth not
glaringly unequal, are all small and mainly occupied with
agricultural pursuits,

Tentatively, then, we may conclude that inequality is
likely in fact to accompany the more complex developments
of the price economy, although there is nothing in the
nature of the price economy itself which postulates such
inequality. To be sure, the world has never yet seen a society
which passionately abhorred inequality and yet desired to
retain the clasticity (and the collective irresponsibility)
which the automatic type of economic organisation confers.
The left-wing liberal school of thought, whose dreams are

b There have been fow mone deplorable lapses cn the of respon-
n&w“hﬁmd‘h&mﬁsvﬂmﬂe
observations o the dignity of a law. Since there are not more than
ughtormmmtlsli:lr menhm&uﬁ%

who seoepy w at of geoeral validity are novessarily ty
fumuhnngnumvunlgmuﬂmuwwluuhmadmmmpb—
surcly a precarious exercise in udasctaon !
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pervaded with images of such a society, does not count very
numerous ot very influential adherents, and it iy therefore
unlikely that any experiment in materialising these dreams
will be made. In view of the theoretical possibility of such a
society, however, it would be imprudent to say that
nothing of the kind could ever happen. And it is only fair to
add that, in consequence, all those criticisms of the capit-
alist economy which are directed against inequalities
(whether they convict that system of moral wrong or of
incompetence, since inequality may be adduced as the
cause of either) should be listed as applicable not, strictly, to
the price mechanism itself, but rather to certain features
which in practice normally accompany the working of that
mechanism, at least where special pains are not taken to
obliterate them. Those of us who loathe what we regard as
the hateful injustice of the world in which we live have,
thercfore, to retain a certain intellectual doubt as to the
objects against which our hatred is directed. Fortunately
this does not take the edge off the passion itself.

I

Turning now to consider the price economy from the
standpoint of efficiency, we have first to equip ourselves
with some sort of definition of what constitutes efficient
performance on the part of an economic machine. Essen-
tially, econemic efficiency consists in creating the maximum
surplus of satisfaction over effort, using both nouns in the
widest possible sense, In the more concrete terms appros
priate to an industrial mechanism, this means carrying
every line of production up to, but not beyond, the point
‘when an additional unit of product would not give enough
satisfaction to justify the absolutcly necessary minimum
effort required to make it ; that is to say, limiting every
type of output only when the need for it is so well satisfied
that it may fairly be said that more good would be done
either by malung‘ something else instead or by longer hours
of leisiire. This is the true economic balance referred to inthe
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parable of the potatoes employed in the preceding chapter.2

In that chapter it was pointed out that in any but the
simplest case, where everybody consumes the actual phy-
sical commodities that he produces, it is no easy maiter to
strike this balance correctly. Since the consumers of any
article and the producers of it are not identical, who is to
say at what point the satisfaction of the one ceases to justify
the labours of the other party ? Thus, I am at the moment
writing a book, How do I know whether that book will
justify the trouble it gives me and the publisher and the
bookseller and all those who work for them? And within a
mile of where I am writing a girl is straining her eyes in the
effort to make an invisible repair in somebody’s trousers.
Who is to say that the pleasure which the wearer will de~
rive from the unbroken surface of his trouser-leg justifies the
effort of that worker and the damage to her physique?
Nor are these merely silly questions ; for even if the ex»
amples I have chosen are silly ones, it is evident that similar
questions must be asked of every single job that everybody
does, and that wherever an affirmative answer cannot he
given to them, our economic organisation is convicted of
misjudgment.

The great claim that is made for the price economy is
that it provides a means of measuring these apparently in-
commensurable pleasures and pains, and acts upon the
result in accordance with the strict principle of economic
efficiency as defined above. The measurement is made in
terms of money, the pains being converted into costs and
the pleasures into prices, which can then be matched
against each other. If a thousand people think it worth
paying 5s. for this book, and the publisher, bookseller and
I can pet enough out of those five shillings to compensate us
for all that we have gone through, then the job is held to
have been economically justified. And if that thousand ex-
hausts the number of purchasers who think the book worth
the price, and if we producers do not think that, as the
saying i, it will pay us to sell it for less than 5¢., then the

1 Sec p. 89.
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price economy counts us right not to print a second
thousand ; not because we should lose money, but because
the fact that we should lose money is held to indicate that
our particular line of production has passed its economically
proper limit. And, similarly, if a man thinks it worth paying
54. to have his trousers invisibly mended, and il somebody
is willing to provide premises and materials for mending
them in exchange for, let us say, four out of those five, and
if a girl can be found willing to do the job for the remaining
shilling ; then, according to the reading of the price
mechanism, we are all the better for the job being done.

This is indeed the crux of the whole matter. Hence springs
the claim that the individualist price economy gives us
what we want whenever and wherever we want it badly
enough to compensate for the trouble of satisfying those
wants : that its ultimate guide is the need of the Unknown
Consumer, to whose whims it refuses obedience only where
their satisfaction would be definitely uneconomic. Hence,
too, the claim that even its apparent paradoxes are funda~
mentally right and reasonable ; that, for example, there is
even justification for the stock scandal quoted by the
encmies of the price economy-—the fisherman who throws
back fish into the sea when his catch is larger than be decms
appropriate. On the face of it this does indeed look like a
scandal ; but wait 3 moment ! The fisherman throws his
catch back into the sea because he is afraid that if it is put
on the market it will cause a big drop in prices, and that
these lower prices will not yield him a fair day’s wage for
his trouble. But if nobody can be found who is prepared to
pay the fisherman a price for his fish that yecompenses him
for the labour of catching them, that, wecording to the
readings of the price mechanium, is equivalent to saying
that nobody wants those fish sufficiently to justify the bother
of catching them. So they ought never to have been caught.
So, as they have been caught by mistake, the best thing to
do is to put them back into the sca where they belong.

I have given some little space to this, for on the accuracy
of this method of measuring the costs incurred in production,
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and the pleasures afforded by the resultant product,
rests the whole contention that the decisions reached under
the price economy as to the quantity and character of pro-
duction have an economic rightness, which we cannot
predicate of decisions reached in any other way. The pre-
sumned accuracy of this balance has, however, often been
criticised, while answers have in turn been made to those
criticisms. It has been criticised chiefly on two grounds.
First, it is pointed out that the price paid for any article
neced only cover those costs which the immediate recipient
of that price believes to be actually incurred in the making
of that article, But there may be other costs of which he is
not aware, or which he has been able to wriggle out of at
somebody else’s expense. In the case of the example quoted
above, the damage to a girl’s eyesight which results from
excessively close work may not be included in the price
paid for her services, if her employer does not himselfhave
to compensate her for this. If he can dismiss any worker
whose sight fails and take on another instead, then part of
the cost of the work done is borne by the relatives of the
incapacitated workers, or by the public funds from which
the latter are thereafter supported, and escapes inclusion
in the balance of price and costs which determines the
limits to which this kind of work is carried. If the consumer
had to pay enough to keep the workers whose eyesight is
" ruined by his demands, there might soon be an end of those
demands,

To this criticism there is, so far as I know, no answer
except the admission that the true cost of production of any
article is very difficult to determine, and perhaps in the end
largely a matter of convention. In the last chapter we
noticed, in reference to the products of the Russian chil.
dren’s home, how in a planned economy the authorities can,
if they wish, deliberately include in costs items which we
should normally debit to the gencral educational system of
the country. Now we have a converse case in which the
price economy excludes from costs items whick, it might
be argued, ought to be taken into account in striking the
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balance which controls production. A little reflection, and
still more a study of the great variety of such doubtful or
forgotten items revealed by the work of some economists,?
begin to make the confident certainty of the price economy’s
calculations look rather shaky,

The second line of criticism declares that when the costs
and satisfactions of two distinct persons are measured in
terms of money, and one of those persons is rich and the
other poor, the measurement has not the same meaning in
terms of personal effort or pleasure for both parties. 1 may
be willing to pay a worker haif a crown to do a job, and he
may be willing to do it for the money, but that may be
only because an odd half-crown means nothing very much
to me, whereas to him it is the difference between hungex
and food. Consequently, the passage of the half-crown
between us, which in the price economy registers the
decision that the job is worth doing and shall be done, may
not, in any real sense, imply that his efforts are balanced
by my satisfaction. The fact that we agree on a price does
not preclude the possibility that be may have to work
prodigiously long and hard for a result which is only of
wrifling importance to me,

The orthodox answer to this criticism® is that since it is
impossible for one man to get inside another man’s skin,
the facile generalisation that half a crown means less to a
rich man than to a poor one is incapable of proof. A man
who has himself been bath rich and poor will tell you that he
thought more highly of a half.crown in the latter than in the
former state. He can make the comparison because he has
been inside the same skin all the time ; but he cannot tell
you whether, when he is poor, the pleasure he gets from the
possession of an additional half-crown is greater or less than
the pain it causes a richer neighbour to part with that sum.
There are apparently many who believe that it is not ; for
the well-to-do, we are told, with their higher standards of
living, have necessary expenses as well as costly interests

1 See, for example, Professor Pigou's Ecomamrcs of Welfars.
¥ See Robbiny, Nature and Significance of Ecomomis Sciemce, p. 129,
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that the other half of the world never even realise ; and we
all know people who have two or three times our own
income, but yet allege that trifling expenses, of which we
should think nothing, are out of the guestion for folk who
have to count the pennies as carefully as they deo.

This answer, however, while it certainly shows the
impossibility of proving that what the economists call the
marginal utility of money is lower for the rich than for the
poor, has much more radical implications.? For the very
reasons which make it impossible to tell that a given sum
has the same significance in human experience of pleasure
or pain to a rich man and a poor one also make it impossible
to say that it has the same significance for any two people,
In the end we come back to the ultimate incommensur-
ability of the sensations of two organisms that have no
common consciousness.

The position, then, is this, The fact that under the price
economy production is controlled hy a balance of money
prices and costs does guarantee that in the long run it is
only carried on where consumers and producers come to
terms which make the job worth while in the eyes of both. -
That, however, is not to say that, if the same party could
directly balance the efforts involved in a job against the
satisfaction resulting from its performance, the decision as
to its worth-whileness would be the same as it is where one
party does the work and the other pays for the product. For
although the parties do, in fact, come to terms, the objective
expression of those terms in a statement of price may fail to
give any accurate measuremnent of the subjective states
which they are supposed to reflect. If two people set out
to plough an acre field, and agree to do half an acre each,
it appears that the work has been evenly divided. But if one
is crippled and the other active, such a statement is true
only in the most superficial sense. Yet economic decisions,
under the price economy, are necessarily governed by
equally superficial data,

We must, therefore, be caveful not to claim any essential

1 As Professor Robbins’s own analysis shows,
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rightness for the decisions of the price economy. Those
decisions do not necessarily record a perfect balance of cost
and product measured in terms of human effort and satis-
faction, for the measurement of these things can only he
a matter of guesswork. The price mechanism records,
rather, the concrete expression of the views of the persons
concerned on the subject of where that balance lies,
expressed in a particular language ; which language may, for
all we know, have quite different meanings for the different
people who use it. The only arguments for allowing those
views, as thus expressed, to determine the course of produc-
tion and consumption arve, first, that though this language
may have shifty meanings, no other is conceivable ; and,
second, that the fact that people do concur in these expres-
sions of their views means that they are likely to act upon
them-—indeed, that they are in fact 50 acting. We only know
that a consumer thinks an article worth five bob, and that
people can be found to make it for that sum, when it is
actually being made and sold for five bob. The buyer and
the maker may perhaps each completely misunderstand
what their bargain means to the other ; but they do actu-
ally decide to make that bargain. The fact that they both
think it worth making may be some reason for agreeing
that it ought to be made, if only because it is always a hother
to prevent people from doing what they are determined to
do, and because where authority does try to make them
alter their ways, it is apt to get the worst of it in the end.
The difficulty, for exaraple, of enforcing laws such as those
which fix legal minimum wages in cases where, on the one
hand, employers kndw that they can get ‘workers for less
than the statutory rate, and, on the other hand, workers
believe that it will increase their chances of getting jobs if
they accept less, well illustrates this. But the fact that under
the price economy people believe it worth their while to
make certain contracts in no way justifies us in saying that
those contracts express a true balance of the factors involved
on both sides. Nothing can get us past the difficulty that
where one man works, and another uses the product of his
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work, it is absolutely impossible to say with certainty
whether or not the product was really worth the making.

The foregoing criticisms on the accuracy of the price
mechanism as an instrument for balancing the efforts and
satisfactions of industrial activity are applicable at all times.
We may pass next to consider a second line of attack upon
the price economy which has a more limited, but highly
topical, interest, In the last few years the inefficiency of that
cconomy has taken the form of inability to make any use at
all of a large proportion of its existing resources, human
and material, And this gives rise to a situation which is at
once tragic and ridiculous. It is always tragic to starve, and
{only in less degree) to be desperately poot, or to have no-
thing to do. But to starve in the midst of plenty is ridiculous
as well as tragic, and to starve becasse of plenty more ridicu-
lous still, Equally is it ridiculous to have nothing to do when
there are things which evidently require to be done, and
when the plant and materials necessary for doing them are
waiting to be used, But there is no need to labour this aspect
of the matter for a public which, unhappily, is only too
familiar with it.

It is, however, worth pausing to reflect what a variety of
astonishing opinions have won widespread acceptance as
the result of the present paradoxical state of affairs. These
cannot be better surnmed up than in Mr. Bertrand Russell’s
dictum that practical men are now agreed that * every-
body’s work makes everybody else poorer,””? From which it
follows that the more people we can prevent from con-
tributing to the common store, the more there will be to
go round. Hence the popularity of such opinions as that
married women ought to be supported by their husbands in
preference to earning their own livelihood, where they are
anxious and able to do so ; that an extension of the com-
pulsory school period will not merely be beneficial to the

1 Education and the New Social Order, p. 200.
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youngsters theynselves, but will also enrich the public by
depriving them of the product of these youngsters’ labour ;
that the fewer the hours we work the richer we shall be ;
and that the supreme remedy for all poverty and economic
dislocation is wholesale destruction of wealth, which can
be most certainly and effectively accomplished by a large-
scale war, but, failing this, may be passably well achieved
by burning or drowning the products of our misguided
labour and making good resolutions never to produce so
much again. Do not let us forget that every tme we erunci-
ate any of these doctrines, ar endorse any of the policies!
to which they lead, we are also implicidy accepting the
(surely very odd) belief that the less that is laid upon the
common table, the better the prospects of each individual
who sits down to the feast ; and that the way to enrich your
fellow citizens is not to win a livelihood by your own cfforts,
but to get yourself kept by somebody else.

The explanations offered of this tragi-ridicnlous break-
down of socicties governed by the price mechanism are
legion. It is impassible wo deal more than summarily with
any of them, and a large number must escape notice al-
together, Anvbody, however, who wishes to weigh the rival
merits of a planned and an unplanned economy must look
at least at the more credible, or at the mare widely accepted,
thmrmthatpm&ssmammﬁwtmsmwufaﬂ'mm,mth

We may consider, ﬁrst,ﬂ:cvwexpx&cdbymany

1Mmﬂmmn%m%mdmwh:m
policies than the United Staies, wi a special anthotuy ]
set up which pays farmees to refraim from cultivating certain trace of
hnd;m;hﬂum!mybndyﬁmmmdtw
oficnoe of working mwre than thirty howrs & week actually paseed the
Scoate ; and where the royal recipe for the recovery of prospersty is
the adoption of codey, the salient fearore of which is tha they roguire
w
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socialists that the disease is inherent, and that it originates
in the fact that production is not carried on under the price
economy unless it yields a profit. This, I myself believe
to be a half-truth, leading to false conclusions unless com-
plemented by the missing half. It leads, I think, to those
conclusions by way of one or other of three possible errors ;
and since it is unfortunate that a good cause should be
supported by bad argument, it may be well to examine
these errors in turn.

The first relates to the nature of what is called profit.
I have argued that it is not economic to carry the produc-
tion of anything beyond a certain limit ; and that that
Limit is set at the point at which the value of additional
product to the consumer does not outweigh the cost of
making such product. T have also argued that it is not easy
to define with precision the elements that should enter into
the calculaton of this cost, or to locate and assess them
accurately in practice. Now the theory that it is the neces«
sity of including something for profit in the price paid for
every article which prevents available resources from being
fully utilised implies that what is called profit is different
in nature from the remaining elements of cost,

Such a distinction, however, becomes somewhat muzzy
on closer inspection ; although, of course, this is not to
say that profits may not have other peculiarities which are
important in other connections but not relevant here,
What the socialist describes as profit for this purpose covers
the whole payment to the capitalist. But this payment
includes a rate of interest which, it was argued in Chapter
I, is just as much part of the true cost of production as
is payment for personal effort in the form of labour.
Economists have carried this argument a stage further,
and suggested that in reckoning the bare cost of production
of any article we ought indeed to include a minimum of
profit which would cover both interest on capital, and, in
addition, something that can best be described as an insur-
ance payment lest the enterprise turn out (as any enterprise

1 See pp- 95 fF.



118 THE ACHIEVEMENTS AND POSSIBILITIES OF

conducted in anticipation of demand may turn out) to
be a failure, Putting the same thing in another way, we
may say that investment for the future necessarily involves
the sacrifice of restricting present consumption (so well real-
ised in Russia), that this cost must not be disregarded,
and that it must be reckoned greater, the greater is the
risk that the future investment may not turn out all that was
hoped.

But if this much profit should be more accurately des-
cribed as cost, then no economic system which disregards
it is in our scnse cfficient. If the production of any article
is carried to lengths at which consumers are so well supplied
that they do not think it worth paying a price for additional
output sufficient to compensate the workers for the trouble
involved in making that output, then everybody agrees
that! its further production is a waste of energy. It would
be better for those workers to make something else more
urgently needed instead, or if nothing else is more urgently
needed, then it would be better that they should have
greater leisure. If, however, it is true that a minimun
payment for interest and for risk is a necessary element
in the cost of production just as much as is hurnan labour,
then exactly the same objection applies to the production
of articles which cannot be sold at a price adequate to
cover this minimoum.* Such articles are being sold for -
less than their cost, which is equivalent to saying that the
making of them is a misdirection of productive effort. It is
inefficient to make things which are not found, by the people
who use them, to be worth the trouble and expense of
making. It is true, of course, that if these minimum ele-
ments in profit (what the economist calls normal competitive

1 Subject always, of course, to the accuracy of the measyrement of
::;dm udsﬁa:fznintumofpﬁm.hhquﬁﬁudmmmbeundm

2 As chis statement easily lends itself to misunderstanding & word
may be added as to what it does not mean. It does st mean that w
leave the control of saving and investment in privaze hands is an
economical or a wise arrangement ; or that there is any ethical justi-
ﬁcatkiju:s for a system which permits people to live comfortably without
wor. " :
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profit) were not admired as part of cost, production could
economically be carried further tham it ja If any elements
are omiticd from the costing of an article, then the price
of that article can be reduced, and its output increased
by sales to consumers who were ruled out by the former
-prices, But it is not Likely that the omission from selling
prices of the amount necessary to cover the cigrent rate
of interest, plus something extra to compensate for the
possibility of unforeseen losses, would make possible any
dramatic price reduction. If the choice is between production
catied on for this much profit or for po profit at all, the
fatter might give us a litile more of everything ; butnot,
I think, very much, And if the argument of the
paragraphs is sound, and if we are to adhere to the principle
that things are not worth having unless we are prepared
to pay their full cost, the production of this additional
ocutput would be a mistake.

By this thne, however, the critical reader will have lost
patience with the complacent assymption that profits,
commonly so-called, inchude only these theoretical ming-
mum necessary payments for the cost of saving and the
risk of investment. If perfectly free and prompt competition
prevailed everywhere, it might indeed be argued that profits
would come down to this minimum, and it might then be
annecessary for socialists to get heated about them ; but
everybody knows that capitalists (when they refrain from
cutting one another’s throats) can get much better terms
than this. It may be mue that left to imself, and with no
more prosnising alternative over the horizon, a man would
find the prospect of a 2 pex cent return quite sufficient to
induce him to embark his capital on some new enterprise.
But if by joint action with possible competitors he sees a
chapce of getting 10 per cent, he will certainly turn up his
nose at anything less ; in which case the only goods that
he will consent to produce will be those which can be sold
to pecple who will pay a price fix them high enough to
yield a 10 per cent return. And this is what, in fact, happens,
A mere glance at the varying levels of profit realised by
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different industries and firms is enough to show that the
normal competitive profits of the economist are—well,
anyhow, not normal.

This is the other half of what was described above as the
half-truth in the attack on production for profit. But
although this other half is enormously important in another .
context! (especially if it in turn is admitted to be but
a quarter of a still Jarger whole), it is not, 1 think, relevant
to the present issue. The fact that capitalists want and
expect fat profits certainly explains why they do not put
up factories to produce all sorts of things which many of
us would be only too glad to buy at prices sufficient to
cover the mere cost of these in labour, materials, interest
and insurance against loss, But it does not cxplm why they
put vp factories, apparently with every intention of ¢
gaging in production, and then close those factories down:
why they produce goods and then destroy them. It would
explain the fact that the capitalist system never grew at
all ; but it will not explain the fact that it docs grow but
only by fits and starts, and to the accompaniment of pro-
longed attacks of acute indigestion. In a world im which
production was inhibited by the exaction of excessively,
high p:ofits, people would be poor and not able to buy
much ; but one would certainly also expect the capitalists of
such a world to see to it (in the interest of those same profits)
that no more was produced than could be sold at prices
yiclding such profits. Yet this is just what they fail to do.

This hrings us to the second of the three misconceptions
which, it was suggested on p. 116, have led people w
believe that the explanation of the tragi-ridiculous disease
of capitalism lies in the fact of production for profit. This,
which arises from failure to realise the fact that this parti-
cular disease is most evidently unprofitable to the capitalist,
need not detain us long. Oncd'thcmostmmpu:uom
symptoms of that disease is that the capitalist puts his
moncy into all sorts of enterprises, evidently in the expecta-
tion that they will be profitable, and then is disappointed.

3 See p. 156
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It is only after the disappointment that he shuts up in
disgust, and that we have the spectacle of unused resources
side by side with workless and impoverished people. This
surcly points to the fact that the particular flaw in the
price economy with which we are concerned at the moment
arises, not 30 much from the fact that the system 1uns for
profit, as that it is designed to run in this way and then
fails to do so ; which is not quite the same thing. It is not
so much the capitalist’s game that brings vs to our present
plight, as the fact that he is not clever enough to play that
game successfully, And his failure to do so, it should be
remembered, causes him loss as well as the rest of us. It
requires a very superficial glance at the facts to see that
the capitalist’s profits are diminished, and at times turned
into losses, during a depression such as the present. The
mention of this fact does not of course imply that the capi-
talist has any claim to sympathy comparable with that of
the millions of wage workers upon whom the real brunt of
hard times falls. But ir is uscful to bear these facts in mind,
since they may help to set us on the right road, if we are
looking for an explanation of current events, or ton-
sidering what is likely to happen next and what ought to
be done about it. One obvious inference is that if the
collapse of the present economic order is due to the faulty
shots of the capitalists, not to the success of their hits, then
there is a very real possibility that these capitalists will
themselves study to improve their aim and will light upon
devices which will eradicate the present defects ; in which
case those who frame policies on the confident assumption
that the capitalistsystemistoall intents and purposesover and
done with may be caught napping. But of this, more later.
Finally we have to consider a third possible cause of the
popular diagnosis of profit-making as the poicon which
debilitates the price economy. That is the view that there
is something in the nature of the payment of profits which
makes it impossible for that payment to enter into effective
demand ; that is to say, that, whereas a workman who gets
his wages spends them, and so helps to employ his fellow
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workers, a capitalist who recéives dividends or indeed any
kind of profit does nothing of the kind ; with the result
that a part of the price paid for any article is, so to speak,
withdrawn from circulation and rendered sterile ; with the
further result that the purchasing power in the hands of
consumers is necessarily inadequate to buy the goods that
are available for sale at prices which cover their cost and
include a profit to the investor. Judging from the number
of times that this doctrine has been put to me in one
form or other of public discussion, it seems to have an
extraordinarily wide acceptance. And yet, outside certain
quite exceptional circumstances, it is surely nonsense, Tt
is obvious that a capitalist does not (at least if he is well-
to-do) buy the same things as a wage-worker, For his
personal use he buys more varied and luxurious articles ;
and in addition he spends a large part of his income, not
on articles for his direct use at all, but on materials and
plant required for his business ; or, if he is the passive
investor and not himself personally engaged in business,
he transfers his income to somebody else who spends it
in these ways on his account, and lets him have part of
the proceeds. It may indeed be that he hoards a small
fraction of his income, neither spending nor investing it ;
and there is reason to suppose that, once a depression is
upon us, this hoarded fraction becomes considerably
larger than it is when everybody thinks that all (and
especially all his own) investments are for the best in the
best of all possible worlds. We have already referred to the
prospect of such an increase in Chapter 1,1 where it was
pointed out that at times the amount of money saved may
exceed that which anybody is willing to invest.

But this tendency to a temporary increase of hoarding
represents the sole drop of truth in an otherwise untenable
opinion : untenable, because it is altogether incredible
that any large block of income should for long he actually
hoarded and not used to buy anything at all ; or that this
should be true of a particular type of income such as profits,

1 Sec p. g2.



AN UNPLANNED RCONOMY 123

and not true of incomes in general, And the fact that an
income is used to buy things like plant and materials instead
of sausages and mashed, does not, of course, in any way
invalidate its power to purchase the products that industry
is making and to give employment. It means simply that
there are more opportunities of employment for cotton
pickers and textile engineers, and fewer for sausage makers
and persons who mash potatoes than would otherwise be
the case!

Iv

Rejecting, then, the view that it is the fact of production
for profit which explains the inability of the price economy
to consume its own products and utilise its own resources,
we may next consider a second and hardly less popular
interpretation of that state of affairs ; that is the doctrine,
most persuasively and persistently argued by Mr. J. A.
Hobson,® which holds that owing to a tendency on the
part of the rich automatically to save and invest a sub-
stantial part of their incomes, the capitalist system is
bourd perpetually to embark upon investment on a scale
larger than it can successfully operate. Reduced to essentials
the steps in the argument are these : A class of persons,
whose aggregate income is considerable, find themselves
with 560 much money that they literally cannot spend the
whole of this income, however luxurious their tastes may
be. What these people cannot spend they save and invest,
and, as a result of these investments, new capital goods are
created, factories erected, ships built, mines opened. These
capital instruments, however, are obviously no good at all,
unless there are customers willing and .able to buy the
goods which the new factories and rnines and ships are
intended to deliver, But in the present world the poverty
of the working class puts an early limit to the buying
* 1 For an admirably lucid, and much more adequate, refutation of a
whale bunch of theories of the of that discussed in this and the
following sections of the text, sce ing Powoer and Trada Depression,
by E. F. M. Durbin.

3 Sce especially his Economicse of Unemploymnt,
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power of consumers, and in consequence the unconsumed
incorne of the well-to-do is simply invested in building
factories which, as it turns out afterwards, cannot be
profitably operated, The remedy is to increase the incomes
of those who are relatively poor, and who spend their money
on boots and cheese and soap, and to diminish the incomes
of those who are rich, so that the latter may be restrained
from the folly of perpetually erecting new factories for the
manufacture of such boots and cheese and soap when all
the existing factories are working short-time.

It is, I think, no exaggeration to say that Mr, Hobson
has converted to his views practically the whole body of
such left-wing liberal and right-wing socialist opinion as
dabbles in economic theories at all. Recently also, Mr.
G. D. H, Cole* has led nearly fifty thousand intelligent
men through world chaos along a trail differing only in
detail from that blazed by Mr. Hobson. The orthodox
economists on the other hand, were for many years content
entirely to ignore the Hobson doctrine as too obviously
silly to deserve the compliment of refutation—an attitude
which is greatly to be deplored unless we are to take the
view that economics is an entirely esoteric study; and
that it is not the business of any professional economist
(nobody I suppose would argue that it is the job of all,
since the qualities required for disseminating the known,
and for exploring the unknown, are by no means identical)
to concern himself with what the public at large believes.
Happily, however, the economists have now been shaken
out of this lordly indifference by the fact that Mr, Hobson's
name has been mentioned by no less an authority than
Mr, Keynes,®

Certainly it is most desirable to get the matter settled.
The spectacle of the mass of labour opinion declaring that
the capitalist systemn collapses because it attempts to invest
too much, and influential economists proclaiming that it

A See The Intailigent Mon’s Guide through World Chaos (approaching
its fifdeth thousand), especially pp. 337, 338
2 4 Treatise on Money, Veal. 1, p. 179,
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collapses because it does not invest enough, is not edify-
ing ; especially when neither party seems appreciably dis-
concerted by the fact (and it is a fact |} that they cannot
both be right. Yet unless we know on which side the truth
lies it is impossible to form any useful estimate as to the
prospects and potential achievements of our particular form
of economic system, as compared with possible alternatives,

I myself belicve that in grafting the Hohson theory into
their orthodoxy, socialist critics of the present system bave
made an unfortunate mistake ; and that in consequence a
lot of good thinking has gone up 2 blind alley, from which
it is essential to turn back if we are to make progress with
interpreting the system under which we live and con-
structing something more satisfactory. The fundamental
flaw in the Hobson analysis may be stated in a number of
ways, and its complete logical refutation would occupy a
considerable number of pages. But the root of the matter
can, I think, be shortly summarised. According to this
theory the essential cause of the alleged over-investment is
the fact that the very rich go on saving because they cannot
help i1, and not because they have their eyes on any profit
that they anticipate from their investments. They fail,
in fact, to respond to the ordinary stimulus of profit, and
their actions are in this sense blind, But if it is true that the
rich investor is in fact investing blindly, indifferent to the
resulting profit, we need some reason why he unaccountably
packs up in disgust when no profit is in fact forthcoming.
The dilemma is this: Either the investor is indifferent
to profit, in which case he will carry his investments beyond
the point at which they can be profitably operated, but
will not be deterred from operating them by the absence
of profit ; or he is not thus indifferent, in-which case his
investments will be confined within the limits which he ex-
pects to give hima profit sufficient (in his opinion) to justify
making those investments; whereupon any permanent
- 2 The reader who is prepared to go forther into the matter will be

well repaid il he again refers to Mr. Durbin's book mentioned on
p. 123 DO
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tendency to over-investment, due to the blind accumulation
of those whose incomes are greater than the recipients can
cope with, obviously disappears.

Further, nobody supposes that the alleged blind accumu-
lator produces more than a part of the total resources which
the capitalist system devotes to the creation of new capitat
instruments.* To that total there contribute also all sorts
of lesser folk, who respond in orthodox fashion to the
stimuli of the price economy. As long as these others play
a considerable part in determining the total volume of
new investment, the fact that the remainder may be supplied
by investors whose saving is governed by no motive of
profit will not prevent the total being kept (apart from
mistaken forecasts, of which more later) within the limits
of the profitable ; for the responscs to movements of profit
of those who are influenced by these movements will
~ be sufficient to make the necessary adjustments in the total.

The point may be made clear by the use of a simple
analogy. If a number of people sit down to a meal, and if
it is known that one of them always eats exactly the same
quantity regardless of how much happens to be on the
table, but that the others are prepared to adjust their
appetites to the means of satisfying them, then there will
be no fear of the company as a whole outrunning the fare
supplied, unless the ration of the gentleman with the
constant appetite is 50 large as by itself to threaten to leave
nothing for the others. Similarly, the existence of blind
savers, whose saving is unaffected by the state of the market

1 And that part may be much smaller than is commonly thought.
According to figures which the New Fabian Research Bureau bawe
kindly allowed me to quote from their forthoomning pamphlet on
Tuvation, the surtax payiog class (that is, those with incomes of over
two thousand a year), after they have paid their rates and taxes and

t themselves & living after the fashion in which they think it ressonable
gnot X0 say economical) to live, probably did noe, and

ircetly, save more than £50 millions out of an annual total of new
savings mﬁ‘:’ﬂnnzg, in thzwmmuﬁlmdlamb&mme world shump,
anything from o 3 millions ; in PAIE YEAr OF T,
whentbe'wmm?:zemuﬁnhmuathmlhimthmiswﬁdﬂﬂm
doubt whether the net personal suvings of the surtax class have atounsed

m anything at all.
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for saving, will only swamp that market if this class occupies
practically the whole ficld, and does not, rather, form a
centre to which is added a wide margin of savers whose
contributions fluctuate according to the demand for them.

The truth is, I think, that in the price economy the
forms which our production take are determined rather
by attempts on the part of producers to follow the magnet
of effective demand. And this is always true, just as much
when the question is: Shall we have more capital goods
rather than more consumables? as when the question is:
Shall we have more of this kind of consumables than of
that ? People who save and invest are adding to the pro-
duction of capital goods. The limit to which that production
will be carried—ior most of them, or at least for a deter-
mining margin—is the expectation that it will be profitable,
which, in turn, depends on the chances that there will be
an effective demand for the consumables to be made by
those capital instruments. Investors weigh these chances
and act upon their reading of them, and their action in
so doing is exactly similar to that of the makers of boots
or cherse, who also control their output on exactly the
same principle, If we group the whole of our production
into the three classes of current necessaries, current luxuries
and new plant or instruments of indirect future utility,
the proportions in which each class of commodities is
produced in the price economy will depend upon exactly
the same kind of circumstance. In a community where
there are many rich persons the output of luxuries will
naturally be larger than in one where all are poor ; and,
in the same way, where there are abundant funds offered
for investment, the output of capital goods will be larger
than in a community all of whose members believe that the
right way of life is to eat drink and be merry for to-morrow
they die. But in ncither case does the existence of rich
persons, or of a few automatically accumulating persons,
imply that the goods for which these persons constitute a
demand will be persistently produced beyond the limity set
by the prospects of profitable sale.
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There are also other difficulties in the attempt to explain
the over-production of capital instruments by the automatic
savings of the well-to~do. In particular, those who do so
are in danger of proving too much. Mr. Hobson himself
admits that somz saving and investment is necessary, and
that there would be undersaving, should a society refuse
* to save enough to realise the enlargements and improve-
ments of the machinery of production that are required to
furnish a larger output of commodities for a higher standard
or a growing population.””l This statement, however,
iraplies what is, after all, the common sense of the matter,
as well as the historical experience of the Victorian age,
namely that the creation of new capital instruments is
itself the road to a higher standard of living in the future.
Quite obviously it is the fact that our grandfathers invested
their resources in building up the elaborate industrial
equipment which we have inherited which bas made
possible the cheap mass production of hundreds of com-
modities, and enabled us to live, on the average, a great
deal more extravagantly than they did. But it is not at
all clear how investment in capital goods can thus be
beneficial up to a point not more precisely defined than
in the formula quoted ahove, and no further : how the
creation of new capital can first itself create a higher standard
of living, and then be texrmed excessive on the ground that
the products which it makes available cannot be marketed
unless a rise in the standard of living is created ; which
rise, we are now given to understand, will not occur within
the four corners of the capitalist society. Indeed, the reader
who follows Mr. Hobson’s argument carefully will find
that the consequences which he predicates of over-invest-
ment may, by exactly similar reasoning, be shown to be
the inevitable consequence of any increase of capital
instruments in a capitalist society, which is contrary both
to common sense and to the lessons of experience.

Here again, at the risk of anticipating what properly
belongs to the next chapter, we may express the hope that the

? Economics of Unamployment, p. 39.
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experience of the Russian system will be instructive,
According to the Hobson theory, a society in which the
mass of consumers are poor must not put up more than a
strictly limited quantity of new plant and buildings, lest
productive capacity outrun the power of consumers to
purchase. In the Soviet Union there is, of course, no question
of the creation of new capital being inflated by the automatic
savings of very rich persons ; but it is clear that the pro-
portion of the country’s resources devoted to this kind of
production during the first Five Year Plan is staggeringly
large as compared with the standards of capitalist countries.
The Russian consumers, on the other hand, are exceedingly
poor. Yet there has been no suggestion that the enormously
high rate of new investment in the U.S.S.R. has any result
other than the commonsense one of promising a higher
standard of living in the future, in return for the lean
days of to-day, even though all the conditions of over-
investment, in the sense in which that term is used in the
theory we have been discussing, are present in contem.
porary Russia. It will be interesting to see whether Russian
experience confirms the view that the poverty of the people
sets the limit to the scale of investnent for the future which
is possible without a breakdown of the system.

It should be added that, since the over-investment theory
ascribes the paradox of capitalism to factors resulting from
the unequal distribution of wealth, it should not strictly
be classified, as I have classified it, as an attack upon the
price economy as such, It is an essential part of the theory
that none of the unpleasant consequences which it seeks
to explain would occur if some people were not so fantas-
tically rich as to be incapable of spending their incomes,
or if other people had more to spend on their day-to-day
needs. An economic system: based, like ours, on individual
initiative and response to price movements, but which
enjoyed approximate equality of income, would not, on
this view, find itself in our present plight. Nevertheless
it is, I think, pardonable to treat over-investment theories
as criticisms of the fundamentals of the price economy ;

Es
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for those who hold these theories would almost certainly
subscribe to the view, some of the grounds for which were
set out on pp. 106107, that, though an economic system
which is neither planned nor unequal is theoretically
conceivable, it i3 in practice unlikely to be realised.

v

If, then, it is neither the fact that production is conducted
only for profit nor excessive investment which is responsible
for the present breakdown, where are we to look for the
cause of the trouble ? The answer is, I think, twofold.
First, there are certain flaws in the mechanics of the
price economy, which, though damaging to its present
operation, are nevertheless accidental rather than funda-
mental, in the sense that an economic system is conceivable,
and may one day be realised, which is based on individual
responses to price movements and yet free from these
particular defects, And, second, in every price economy,
there is at least one inevitable contradiction which makes
its maximum efficiency at all times very low, and which,
possibly, in part accounts for the special type of incficiency
which we are now considering.

Beginning with the non-essential defects, we have to
remember that to some extent all economic systerns, and
to an exceptionally large extent those which depend on the
price mechanism, rely upon attempts to forecast future
situations. And these forecasts are frequently mistaken.
Indeed it is almost incredible how wrong the anticipation
of people in responsible positions can be. One has only,
for example, to read the pronouncements of the American
business and banking world in the early part of 1929 to
see that we have not even learnt to distinguish the shadow
cast by coming events from the brilliant sunshine of per- -
petual prosperity.! In the aggregate there is probably no
single factor which has thrown more grit into the wheels
of the capitalist machine than the mistakes of the capitalist.

1 Mcat eHectively deseribed by D, Robert Eisder in his Stable Money.
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Or, to change the metaphor, it is less the rules of the game
that bring us to stagnation than the fact, already pointed
out,! that we have not learnt to follow the rules accurately.
Articles are produced in the expectation that people will
be willing to pay a price for them which covers their cost
of production, plus profit, and then it turns out that there
are no such people, Qil wells are sunk, where there is no
oil. Investors listen only to the prophets who prophesy
smooth things ; and, afterwards, pay the price. Every one
of these mistakes takes time to clear up and involves
definite loss in the process. In some cases the time and the
Joss may be very considerable. The grain of truth, for
example, in the over-investment theories may well be,
not that our economic system has a permanent tendency
to produce more capital instruments than can be profitably
used, but that mistakes are bound to be made in calculating
how great the profitable output of anything will be, and
that, when the particular mistake of producing capital
goods beyond this limit has been made, this takes an in-
ordinatelv long time to put right. It has often been pointed
out by economists that the durability of capital goods is
a disadvantage in this respect. If there is a glut of straw-
berries one week-end, prices may fall to unremunerative
levels, but as a rule the trouble is all over and done with
in a few days or at worst in a single season, But if factories
or ships are built in the mistaken expectation that they
will be profitable, it may be years before demand over-
takes the new supply. Similarly, mistakes in agriculture
are often found to be more obdurate than comparable
mistakes in many forms of industry. The farmer who grows
wheat on land which would be more profitably used as
pasture cannot in the nature of things readjust his produc.
tion for at least a year ; and when the two facts are added,
first, that the farmer has the reputation of being slow to
realise and act upon the lessons of his mistakes, and, second,
that he may be tied up with a rotation of crops extend-
mg over a number of years, it takes little imagination
1 See p. 121
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to see that he is hardly likely to rush about with the speed
of quicksilver in response to the movements of demand.

The fact that every mistaken forecast reduces somebody’s
income, and inoculates him with the principle once bitten,
twice shy, must in the aggregate represent a very heavy
drag, both psychological and economic, on the mechanism
of the price economy. It accounts, I think, in no small
degree for the inability of a society governed by that
mechanism to make a continuously full use of its resources.
Quite apart from recurring violent crises and depressions,
there must always be a considerable margin of wasted
resources in the price economy which represent simply
the bad guesses of innumerable individuals. And it is
evident that if for any reason there is an exceptional
coincidence of mistakes, the situation may look wvery
black. The outward and visible sign of these bad guesses
may take any form from that of the echoing desolation of
the Crystal Palace to the unemployment of piano-makers
in an age of radio, In every such case the essentials of the
capitalist paradox are there, namely, unused resources of
labour and capital coexisting with unsatisfied wants ;
but we have to recognise that it is & paradox also from the
capitalist’s point of view, and not a feature of the correct
functioning of the system which he operates,

It is evident that these mistakes could never be eliminated
altogether. Further, the more complex a system, the more
subdivided and specialised its industrial structure, and the
greater the variety of goods which consumers are accus-
tomed to possess, the more numerous and varied are the
possibilities of errar. These factors are probably not without
influence on the present situation, The most extensive
breakdown of the price economy ever known has followed
a remarkable advance in the standard of living, and a
notable relative growth in those industries which attempt
to cater for the changing fads and fancies of the public
rather than for their more clementary, more stable or
grosser needs ; and this breakdown is at least no less severe, |
and in some respects perhaps more scvere, in countries
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whose industrial structure shows all the Javest modern
improvements. Certainly it is worse in the United States
than in Britain, On the other hand, even if some mistakes
are incvitable, it is not wholly beyond the bounds of
possibility, first that careful study of the history of the past
failures of the price economy will eventually vield some
generalisations that will diminish the necessary percentage
of error in fuboe forecasts, and, second, that the prac-
titioners of the economic world will somee day consent o
act upon the lessons of expetience: as these become available.
It it indeed easy o be wise after the event ; but abready it
does seexn difficult to believe that soee of the mistaken
forecasts which preceded the present depression could have
been avoided by closer attention to the reoond of the past,
Certainly it is dismissing the price economy too casily
to suppose that thase who live under that system will atways
behave as foolishly in the future as they have done in the
past—maost of all when it is realised that the prioe of that
folly is, in greater or less degree, paid by every soction of
the comnxaunity,

The accumulation of individaal mistakes which are
independent of one another, except so far as those who make
them may be subject to the influence of waves of crowd
feeling, docs not, however, exhanst the possable causes of
the premnt unsatisbwtory operation of the price econony.
It is, I think, likely that much also is o be laid to the
account of one part of the machine which is defective
(but not oecessarily bevond the possibility of vepair) -
namely, its money. The very nature of the present break-
down certainly gives ground for strong suspicion that the
monetary system is not wholly innocent, For it is evident
that the primary purpase of money is o Ecilitawe the ex-
change of different products and sexvices, without the
inconverienoes atendant on a system of barter. It is
equally evident that in a world where people are busily
destroying what they have produced because they cannot
sell it on satisfactory terms, it is the system of exchange,
pot that of producton, which has gone wrong. Hence,
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in trying to locate the fault, the part of the machine which
we should examine first would naturally be that which
conirols this business of exchange : that is, its money.
Accordingly, many economists, perhaps English and Ameri-
can economists even more than those of other countries,
believe that faulty monetary systems are the clue to the
whole puzzle, and that a price economy which learnt
how to manage its money might live happily, or at least
prosperously, ever after ; while even more believe that,
whatever it was that got us into the mess, judicious mani-
pulation of the monetary system would get us out again.
And it is well to remember that if this view is correct, with
a fair proportion of the brains of two continents worrying
over the problem, there is a good chance that the answer
will be found. If it is true that the price economy reguires
only a reliable monetary system to keep it geing, it is hardly
over-optimistic to expect that at least the younger men and
women of to-day may expect to hear the machine ticking
regularly again ; and that there is a rude awakening in store
for those socialists who have gaily written it off as finished,

Without plunging deeply into the vast mass of monetary
explanations of capitalist crises, we can, 1 think, see good
reasons for going a long way with those who are called
(by such as accompany them less far) the monetary maniacs,
A short survey of current monetary doctrine will make this
plain,

The first relevant point in that doctrine is the old-
fashioned, but commonsensical, explanation of depressions
of trade in terms of the truism known as the quantity theory
of money. According to this theory, as increasing supplies
of goods of any or all kinds are produced for sale, cither the
potential consumers of those goods must be simultancously
provided with money wherewith to buy them, or the prices
of those goods must be reduced. This is a simple sum in
arithmetic. Now, since we are all supposed ta know that
money is valued only for what it will buy, there need not
in certain circumstances be any objection to the second
alternative at all. If there is a 20 per cent increase in the
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production of goods of every kind as compared with some
previous period, and if nobody has any more money,
but simultanequsly there is a 20 per cent cut in the price
of everything, then nothing has happened except that we
all have at least the opportunity of making ourselves 20
per cent better off. In fact, however, everybody knows that,
when additional goods are offered to consumers whose
money incomes have not been increased, nothing so ele-
gantly simple as this actually occurs. There is never a
simultaneous 20 per cent (or any other per cent) fall in the
price of eperything. Instead, the efforts of competing salesmen
to draw customers away from one another lead to the
prices of many articles falling much further than is necessary
to compensate for any addition to supplies ; while other
prices stick fast where they are. And this tendency of some
kinds of prices to fall more quickly and easily than others
means that those whose outgoings are of the latter and
incomings of the former type find themselves ruined. Hence
every seller’s fear and hatred of any general fall in the
prices of commodities such as that of the past few years,
and bence the strength of the plea that a stable relation
should be maintained between the quantity of goods
offered for sale and the money in the hands of the con-
sumers who are to buy those goods. Could that be achieved,
while the price of one article might go up and that of
another go down, we should not have to fear a simultaneous
fall in prices generally, And this plea is particularly strong
at a tume when every seller’s warchouse is bulging with
goods for which he cannot get the price that he thinks he
ought to have, and when every manuiacturer and farmer
is cutting down his output in terror at the sight of a con-
tinually falling market. In these circumstances it is asking
too much to expect us not to believe that, if every Govern-
ment in the world made every one of its citizens a present
of a nice new paper note on the same day, with instructions
that this would be cancelled unless spent or invested within
a given period, then, immediately, thousands of wheels
now stationary would begin to go round again,
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In spite of certain criticisms implicit in what I have
called the more modern type of monetary explanation of
the crises of the price economy, which are dealt with helow,
it is, I think very difficult to shake the logic of the foregoing
simple argument. Strictly, perhaps, we ought to discriminate
between an increase in the output of goods which makes
a given quantity of existing resources more productive,
and an increase which is due merely to fresh resources
coming into play. If, for example, as the result of some
scientific invention, the productivity of everybody’s labour
is increased by an average of 20 per cent there is no great
reason why everybody should mot continue to have the
same money wages as before, and merely enjoy the pleasur-
able experience of finding that his money goes further than
it used to do. The profits of industry are not thereby
destroyed, although no increase in monetary circulation
bas accompanied the increased output of goods. But if
the output of commodities is increased by 20 per cent
merely because more factories are working and more people
working in them, then we are heading straight for disaster
unless cither fresh money is put into circulation to supply
these new workers with incomes and through them the
community at large with the means of purchasing its
additional product, or a fall in everybody’s money income
occurs simultancously with a fall in all prices on a scale
sufficient to enable the extra goods to be sold. Such a
simultaneous fall in prices and incomes, however, involving
as it does the revision of millions of contracts in crder to
produce a result which, when accomplished, leaves every-
body in effect exactly as he was, is wholly impracticable,

In such a case the arguments for expanding the currency
as population and cutput expand look particularly strong.
Nor is their force destroyed by such statements as that it is
very difficult accurately to measure in practice the rate of
increase of goods available for purchase, or the movements
of prices in general ; or that the most perfect balance
between the money in the hands of consumers and the
price of goods awaiting purchase can be upset if consuners
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turn sulky and insist on hoarding their incomes ; or that
any attempt to expand the circulation of currency as the
output of goods increases is wrong, because indefinite and
uncontrolled expansion of the currency would be disastrous.
Such statements imply what is indeed the case, that it is
no simple matter to construct a practical pelicy for matching
the circulation of money and the production of commodities
without stumbiing into all sorts of other difficulties. But
this has nothing to do with the rightness of that policy,
or the need for discovering ways of circumventing these
difficulties. And it is quite certain -that the monectary
arrangements which were characteristic of capitalist
societies in the period immediately before the present
crisis, and which have enjoyed the veneration of more
than a century, have made singularly little provision for
any attempt to expand and contract the monetary circu-
lation in step with the output of commodities for sale,
Our orthodox methad of currency regulation requires the
maintenance of a relatively stable relation between the
quantity of money in civculation and the quantity of one
or other of the precious metals (in post-war days, usually
gold) in the possession of the monetary authorities, It
may be a merit of this system that to follow the rules by
which it was operated put a relatively moderate strain on
the intelligence, or the probity, of those responsible for it ;
a fact of whose importance we have had some evidence in
these latter days, when some of the authorities concerned
have begun to exercise their intelligence in substituting
new rules of their own. But it is impossible to claim that
the system bothered itself about harmonising changes in
monetary circulation with changes in the output of com-
modities.

The views, therefore, of those who believe that a primary
cause of the present breakdown lies in the fact that the fssue
of new money has been restricted in a period when there
was a large, if uneven, expansion in the actual, and an even
larger increase in the potenvial, output of commodities,
cannot be dismissed as entirely fantastic. Everybody knows
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that there has been a wide and general fall in the prices of
numbers of articles which bulk large in the total of the
world’s output, and a correspondingly loud and general
outcry from producers and sellers that their position is
desperate, If there is any truth in the arithmetical equation
of the quantity theory of money, this fall is only explicable
on the assumption that consumers’ spending has not kept
pace with producers’ attempted selling. And there is no
explanation of the fact that people do not spend money so
credible asthe presumption that they have notgotitio spend.?

A more recent explanation of the typical choke-up of
the unplanned economy in monetary terms is to some extent
critical of the foregoing. This criticism fastens on the decep-
tive simplicity of the quantity theory of money. This, it is
contended, glosses over complexities which, once revealed,
will soon disturb its easy march from premise to conclusion.
In particular we are reminded that arguments about
equating the prices of goods in general to the total of con-
sumers’ incomes in general are, after all, dealing with
abstractions which bave very little meaning ; and which
have little influence on industrial affairs for the excellent
reason that no industrialist takes the slightest interest in
them. Everybody is concerned with the prices of the
pearticular things that he or she buys or sells, but indifferent
to the fate of some hypothetical average of the prices of
things in general, Hence, if defects in the monetary system
are responsible for gluts of unsaleable goeds it is not just
because the aggregate quantity of money fails to keep
pace with the aggregate quantity of goods, but because the
monetary system puts money into circulation in the wrong
places. In other words, when we speak of expanding the
circulation of money we must remember that new money
is not evenly spread over the whole community. Somebody

T The reader who is interested to pursue the matter further, and
especially to see the evidence for the view that local shortage of gold
supplies on which to base additional issues of purchaing power is the
root cause of present troubles will find the case most clearly and coos
vineingly argued in Professor Cawnel's The Crisis in the World's Monctary
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gets it first, and as it passes from bis hands to those of
others it leaves a sort of trail behind, dragging the produc-~
tive resources of the community this way and that in an
atterpt to satisfy the demands of the particular people
who get this money.

Dr. Hayck,‘- who has done most to make these doctrines
known in England, argues that in our monetary system
purchasing power appears first in the hands of some
producer or business man, who borrows from a bank in
order to increase the capital equipment of the community
--who, that is to say, is making an investment. Hence, in
its first use, this money acts as a magnet attracting pro-
duction into the creation of capital goods; but, as the
business man presently pays this money out to his em-
ployees, it passes to people who want to spend it, not on
capital goods, but on consumables. Consequently the capital
goods are wasted. There never was any real demand for
them : only a fctitious demand due to the fact that if
new money is put into circulation somebody has to have it
first, and urtil, but only until, it has spread itself smoothly
over the whole community that somebody gets a temporary
pull on production not justified by the realities of the
cconomic situation, Putting it in concrete terms, if there
is an increased output of motor-cars, beer and houses,
then, according to the quantity theory of money, new
purchasing power should be put into circulation in order
tw provide a market for these goods. But in practice the
chances are that this money will go anywhere except to
the people who want to buy motor-cars or beer or houses.
If, after studying some general index of production into
which these commodities enter with others, the monetary
authorities decide to expand the currcney, it is as likely
as not to go, not to the purchasers of houses or motor-cars
or beer, but to the proprietor of a cotton mill for the ex-
pansion of his business. ¥

¥ In his Prioes and Production.

% It should be added that if Dr. Hayek’s analysis of the cause of

i ix corpeot, thon, an he paints vut (0ps Gity, p. 85), W extend
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Mr. Keynes? also, when he builds a complete theory of
booms and depressions out of the failure of our system at
any time accurately to match what it saves with what it
iovests in new plant and buildings, argues along lines
which at this point run closely parallel to those of Dr.
Hayek. (Both indeed owe much to their Austrian pre-
decessor, Dr. Ludwig Mises.) According to the Keynes
theory also, our monectary system gives the producer of
capital goods a sort of unjustified advantage in that it
is he who gets the first usc of new purchasing power,
thanks to the advances which banks make to him during
a period when eredit is expanding. This producer, not
realising that these advances arc only paper and not
somebody’s savings (which would constitute a real demand
for new capital goods), presently finds that his investment
is unprofitable and should never have been made. In-

part of the purchasing power which might constitute a
demand for goods is simply laid aside and not used at all.
We cannot, I think, deny that this method of approach

eredits to consummers afier the depression has begun will merely
matters worse. If the cause of the trouble in that capital goods
mﬁf . . pnm:lnnngpmmmu?heu
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does reveal a sccond way in which the monetary system
may throw our type of economic mechanism out of gear.
At least, it is evident that the business of maiching vp the
poods offered for sale with the income available to buy
them is more complicated than the simple statement of
the quantity theory suggests. It is not merely a case of
equating gigantic, but homogeneous totals : it is necessary
also to balance the separate items on every page, But it is
certainly true that hitherto the monetary systems employed
by the unplanned economies of the world have taken as
little account of the possibilities suggested by Dr. Hayek as
of those that disturb the older school of monetary theorists.
Dr. Hayek hintst that perhaps the only way of avoiding
the drag of production into uneconomic channels, which
every expansion or contraction of the currency leaves
behind it, may be to keep the total volume of moncy
purchasing power at an absolutely unchanging figure, and
to let the price of each article adjust itself, not to some
theoretically desirable average level of prices, but simply
to the conditions of its own demand and supply. Whether
or no this policy would solve the problem of matching
consumption and production (I do not myself see that it
would?®) it has certainly little chance of a trial in a world
which still clings to the obsession of gold.

Summing up, then, we may say that a reliable monetary
system is an obvious essential of the smooth working of
any economic organisation that depends on individual
initiative and enterprise. All the factors which influence
the decisions reached under such a system are measured
in terms of money, as are the contracts in which those
decisions are recorded and in the execution of which they
are fulfilled. If those who make and carry out these decisions
are using a unit of measurement which is not precise, and
which actually varies from day to day, the greatest con-
fusion, misunderstanding and misdirection of productive
effort must result. Recendy it has become quite common

1 Op dit, ch. v,

* Largely because it does not meet the case described on p. 186,
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to use such expressions as that the sovereign in such and
such a place or, at such and such a time, was worth twenty-
two or fifteen or some other number of shillings ; which
illustrates the extraordinary muddle into which our present
monetary systems land those who have to work to them,
One has only to imagine what would happen to business
calculations and plans if the number of ounces in a pound,
or qf inches in a foot, were thus variable, and then to
remember that, whereas these measures enter only into
contracts concerning goods sold by weight or length, the
monetary unit enters into every single economic contract
of any kind whatever, to get an idea of the extent of the
damage to economic efficiency for which a monetary
system that is unreliable, or imperfectly understood, may
be responsible.

In these circumstances it is perhaps hardly surprising
to find that on occasion even those countries whose economic
organisation is of the most advanced individualist type
revert in despair to direct barter, and that American
rubber manufacturers swap their surplus tyres for printing
or foundry work, while dentists mend teeth in exchange
for payments of fish, meat or celery.} A monetary system
only works properly when it obviates the inconveniences
which would arise in a world of barter, but at the same time
does not delude us into making things which we should
never have made, and doing things that we should never
have done, if the products of our various activities were
exchanged directly, and not through the intermediary of
bits of metal or paper. When a monetary system usurps
more than this function, barter may well be preferred.
Under a perfect monetary system, in an unplanned
economy, the major economic decisions ought to read exactly
as they would if we could imagine the same sociely employing a
system of barter, without being daunted by the trouble
which this practice entails. Money should be merely a
technical device for recording simply and quickly de-
cisions which it would be equally to the interest of the

1 See the New York Natien, March 1, 1933.
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parties concerned to make, even if there were no such thing
as money, When it influences the content of those decisions,
it is diminighing, not promoting, economic efficiency.

Enough has, however, been said in this short survey of
current monetary theories to suggest that existing monetary
systems do their job anything but perfectly, and that a
study of their defects goes a long way to explain the paralysis
which has overtaken the capitalist world. Enough has also
been said to show that the problem of inventing a monetary
system which is both theoretically perfect and workable
in practice has not been solved. But a good many people
are trying to solve it, and there is no reason to suppose
that it is insoluble, or that there is no solution which is
compatible with the fundamental principles of the wne
planned economy. Money is the lubricant of that economy.
A dirty lubricant will stop the wheels from going round.
Change the oil, and that may be the end of talk about
redesigning the whole engine,

vI

Nor is a dependable and intelligible monetary system the
only condition of the smooth working of a price economy,
There are rules also for other parts of the game, and these
can no more be disregarded with impunity than can the
rules to be observed in working the gold standard or any
other kind of monetary system. In particular, a form of
economic organisation, of which the most fundamental
principle is that decisions should result from the responses
of individuals to certain stimuli, naturally requires that
the individuals concermed should be free to make those
responses. Which brings us to what are called {chiefly by
those who dislike them) the whole mass of ** interferences '’
to which the modern price economy is subject. In the first
chapter it was argued that the demand for and supply of
any kind of goods can always be matched at some price.
They fail to equate only when the seller despises the price
that the buyer is prepared to pay ; and when the buyer
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for his part cannot or will not offer what the seller regards
as his minimum. If these deadlocks are due to such mis.
calculations on the seller’s part as.have been discussed
carlier in this chapter, they will ordinarily clear themselves
up in time ; although, as we have seen, at any one moment
there may be a goodly collection of mistakes not yet cleared
up, which are embodied in idle plant and unemployed
workers. The seller who, in false hopes, has allowed himself
to be stocked with more of some article than he can zell
at a remunerative price will either throw the stuff away,
or cut his losses and take what he can get for it ; but he will
try not to be caught again. The worker in a declining
industry who formerly earned five pounds a week, and
now finds it difficult to make two pounds ten, even if he
accepts this for himself, will do his best to sec that his
children do not follow in his footsteps.

But it is otherwise if the fierce pressure of the laws of
demand and supply in a particular bargain is moderated
by the intervention of some outside agency. And it is a
commonplace that the occasions and the reach of such
intervention have enormously increased of recent years,
particularly in this country and in Germany. Such inter-
vention may take the form of combined action among
sellers, in which case a particular manufacturer agrees to
refrain from concluding a contract which he certainly
would have made, had he neither been considered by, nor
himself been required to consider, any of his colleagues
in the same business or industry ; or there may be inter-
vention by the public authorities in what they conceive
to be the public good or the public safety. The distinc-
tion between these two types of intervention will become
important at a later stage, Here we are concerned rather
with the tendency, which is common to them both, to
create a situation typical of the capitalist crisis : namely,
on¢ in which unsaleable goods co-exist with unemployed
labour, Thus a banana merchant who has agreed not to
sell his bananas for less than twopence apiece may have
unsold fruit on his hands, which, in the absence of such
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an agreement, would have gone to hungry customers who
cannot pay more than a penny. Similarly, while a worker
who is faced with the alternatives of no income at all,
or work at a very low wage, will accept the latter, a man
who could rely either on his union or on public insurance
or relief payments to support him, while he stood out for
a better rate, would refuse it. And there are doubtless
some workers now unemployed who would get jobs, if the
law in their trades did not set a bottom limit to the
wages which, in their own interest, they are permitted to
accept. ‘

When we take into account the fact that of the 16§
million workers insured under the National Health In-
surance Acts in this country some g} millions are members
of registered trade unions ; that statutory minimum wages
are prescribed for about 1} million workers under the
Trade Board Acts and for nearly 700,000 agricultural
workers under the Agricultural Wages Act, not to mention
all the incalculable varicties of voluntary agreements
concluded by sullers for the control of prices, it becomes
evident that the modern British version of the price
cconomy is not quite the theoretically open market of
the economists ; and since the bulk of such legislation
and agreements dates only from the present century, neither
is that economy identical with the British economic system
of two generations ago,

Laws regulating wages and so forth represent a kind of
deposit superimposed upon the price economy by the
combined influences of an awakening public conscience
and (in these latter days particularly) a desire to insure
against possible revolution. For the most part they have
been first proposed by radicals or socialists, then declared
extravagant and impracticable by the opponents of these
parties, and, as often as not, eventually passed into
law (usually, it is true, after a good deal of dilution) by
these same opponents. Once on the statute-book, measures
of this kind are seldom repealed, for the reason that those
who believe them to be prejudicial to the public welfare
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are without hope that they can persuade the electorate of
the correctness of this opinion.

But it does not follow that what is called social legislation,
though conceived in the finest humanitarian spirit, may
not be incompatible with the smooth working and easy
expansion of the unplanned type of economic system. As
was pointed out in the first chapter, every payment in that
type of systern has two functions : that of providing a
means of living for the recipient and that of causing the
thing paid for to be done by his action or permission. If
these payments are regulated by some outside authority,
it is likely that the things which in consequence get done
or left undone will be different (whether for better or for
worse) from what they would have been had the matter
been left to the sole determination of the party who pays
and the party who receives the payment. Some things
which would have been done in the absence of such intex-
vention will now not get done at all. Thus, if it is illegal
to employ a man for less than two pounds a week in a
certain industry, people who would have been employed
there at a lower figure, but cannot find any employer
who thinks them worth so much as two pounds, will go with-
out work. If, further, these workers are entitled to adequate
maintenance by a public system of insurance or relief
until they can find employment at their own job, then,
unquestionably, the effective, if unpleasant, machinery by
which labour is directed away from a declining industry
under the price economy is put out of actien. Or if a group
of manufacturers, pleased with the substantial profits of
the past, decide that the best way of securing equally happy
results in the future is to limit their output to a level which
renders several existing works superfluous, and agree,
accordingly, to compensate the proprictors of those works,
then the normal effect of falling profits, in hinting to these
proprictors that they had better move off and try their hand
at something else, is obliterated. So also with industries in
which an upward movement of prices and profits suggests
that there is room for expansion. If those already engaged in
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such industries, whether as workers or employers, contrive
—as, for example, by securing patents with restrictive
conditions attached, or by enforcing union limitation on the
number of apprentices—to prevent expansion, then the
sole force which is capable of inducing growth in any part
of our economic system is inhibited,

These are the famous *rigidities’’ of the modern
capitalist system, of which so much is heard to-day. They
may be created by anything from Acts of Parliament to
what (presumably because they are generally regarded as
ungentlemanly by those who are not parties to them) are
known as gentlemen's agreements ; or they may be merely
the result of a steady crystallisation of public opinion into
the doctrine that nobody ought ever to be any worse off
than he happens to be at the moment. They do without
doubt reveal a certain hardening of the arteries, and there-
with a diminished power of rapid adjustment to new situa~
tions, in the older economic systems of our type ; though
it should not be forgotten that they have come into being
largely because the human cost of such adjustments in the
past was too often felt to be intolerably great, And their
influence is not confined to those occasions on which direct
interference with individual contracts takes place. For it
has to be rernembered that modern social legislation costs,
one way and another, a good deal of money, and that the
taxation necessary to raise this money may act as a dis-
couragement to investment at least in the more bazardous
enterprises, or in those the profits of which are not likely
to be realised until after a considerable period of time has
elapsed. It has been plausibly suggested, for example,
that the creation of a nation.wide system of electrical
power correspands in our time to the railway building of our
great-grandfathers’ days. But whereas the railways were
readily, not to say extravagantly, financed from the pocket
of the private investor, the modem capitalist whose profits
are mulcted of income tax at 5t in the £ has to be
bribed and coaxed into putting up the money for national
clectricity schemes by Government guarantees of a
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comfortable minimum rate of interest upon his invest-
ment.

It is, therefore, not altogether surprising that it should
have recently been argued in influential quarters that a
very great part, if not all, of our efforts to inhibit by public
regulation those movements of prices (particularly the
price of labour) which, under a price economy, are the
recognised signals that a new orientation of production is
due, or to put obstacles in the way of that orientation, are
injurious even to those whose interest they are intended to
serve. Mr. J. R. Hicks, for example,? has lately contended
that in quite nine cases out of ten the efforts of trade unions
to raise wages only result in throwing people out of employ-
ment, and that in consequence the scope of trade union
action along these lines which can really be called success-
ful, in the sense that it effects any net and enduring improve-
ment in the standard of living of the whole body of workers,
is extraordinarily limited. And such opinions are widely held.

Nevertheless, in view of the severity of the present depres-
sion in the United States, where these rigidities are far less
pronounced than they are in this country or in Germany ;
in view of the fact that experience has repeatedly shown
that the solidarity of even the strongest trade union will give
way under the pressure of adversity sufficiently severe and
prolonged ; in view of the low levels of unemployment
insurance benefits and the small inducement which at the
best these offer, even to the few workers who are entitled
to do so, to hold out for employment at their customary
jobs ; and in view of the fact that over and over again
gentlemen’s agreements have collapsed because some of

1 Throughout his Payment of Wages. Mr. Hicks's conclusion is that
“he [the wage-sarner] endeavours to protect himself, through Trade
Unionism and the demacratic State, But our examination of the effects
of regulation has shown that this protection can rarely be adequate,
Carried through to the end, it can only result in a great destruction
of economic wealth, But, of course, in fact it is not carried through
to the end, Sooner or later, in one form or another, a crack comes ;
if it comes soon, there i3 not much damage done ; bue if it comes
late, the itlusion [of security] is shattered most disastrously.” Op. cit.,
p. 23%.
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those who signed them were fourd to be fair-weather
gentlemen only—in view of all this we should be careful not
to exaggerate the strength of these rigidities. There are still
considerable powers of adjustment even in the old-estab-
lished economies of the unplanned variety, and the hints
which price movements drop as to the course into which,
or away from which, we should direct owur activities are
still delivered to most of us with an insistence which is not
to be lightly disregarded.

But it is obvious that there must come a point at which it
becomes impossible to combine a system, the motive power
of which is personal enterprise seeking and enjoying its own
reward, with increasing control of incomes either by public
authorities in what they believe to be the general, or by
organised groups in what they are sure is their own,
interest. Thus the dire consequences of an income tax at
5¢. or 6s. in the pound may be exaggerated by those who
prophesy ruin (unaware that the force of their arguments is
somewhat diminished by the fact that similar predictions
have always been made, whatever the level of the tax)? ;
but nobody can disputs that business would be brought to a
standstill should the State demand the whole twenty
shillings. Or, again, if the law or my colleagues or public
opinion say that I am not to be employed for less than L2 a
week, the only effect may be that my employer is com-
pelied to disgorge some ill-gotten gaing ; but if the figure is
put at £20 or £50, I know very well that neither I, nor
many of these same colleagues, will get any jobs at all.
Somewhere between these extreme examples and the
untrammelled freedom of the completely individualist
economy lies the point at which the working of the price
mechanism begins to appear as definitely defective, and the
charge that we are getting the worst of both worlds—necither
the crude, vigorous growth of Victorian capitalism nor the
ordered progress of a planned economy—can no Jonger be
i

1 Ses, for example, the statement of the late Lord Brentford (then My.
Joynaon-Hicks) that an income tax of 14. in the £ would * abalish the
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Here, then, are three potent secondary causes, each
liable to induce in a society dependent on individual
response to the price mechapism just that type of ineffi-
ciency which makes the present world look so foolish. The
first is the margin of error inevitable in the making of
literally millions of decisions, all dependent on unknown
future forces. Even though the mistakes may be but a small
proportion of the total number of forecasts, they neces-
sarily represent in the aggregate a formidable tale of loss
and waste. The second is the lack of a monetary system
which can be trusted not to take the bit between its teeth ;
and the third is the attempt to superimpose a mass of
restrictions on a system of which self-regulation is a cardinal
principle,

There remains, however, one factor more deeply rooted
in the very structure of an unplanned individualistic
economy, which is, I belicve, inevitably fatal to its efficiency.
To appreciate this it is necessary to recall for a moment
the argument of pp. 108—119, which was designed to prove
that thereisa proper limit to the production of every single
article or service : proper in the sense that production of
that article or service in excess of this limit would not be
worth the trouble that it would necessarily involve. An
economic systern which produced everything up to, and
nothing beyond, this point, would have achieved 100 per
cent efficiency. Now we have seen that an individualist
socicty, in which production is regulated by the unco-
ordinated response of thousands of persons to price move-
ments, which in tum are themselves the result of similar
decisions on the part of other persons, aims to find this
point by adherence to the principle that nothing will be
continuously produced, unless it can be sold at a price that

reserve fund of the country ™ and * affect both apd wages,™
and similar staernents by Mr. (now Sir Austen) bexlain

in the Minonity Report of the (Colzyye) Comomitive ou Nationel F
Texstion, p. 375-
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rewards all those interested in its production at least suffi-
ciently to prevent them throwing their hands in, or turning
their attention ¢lsewhere. But even if we ignore the various
doubts raised earlier in this chapter as to the accuracy of
our method of measuring this true economic balance of cost
and product, we have still to recognise that in any industry
in which production is both unplanned and competitive
there is an inherent tendency to go beyond this point at
which, by strict economic principles, the production of any
article ought to cease, This tendency arises from the fact
that no producer, planning his own production programme,
knows what his colleagues are doing. He knows only that
it is to his interest, first, that the total production of the kind
of goods in which he deals should not pass the point at
which these can be profitably sold ; and, second, that as
larpe a part of that total as possible should be produced by
himself, and not by any of his fellows, so that he may reap
the profit and not they. The obvious consequence is that
all the producers between them, in their anxiety to look
after this second interest, neglect the inevitably damaging
consequences of their action upon the first.

An example will perhaps make this clear, If, during a
certain period, there are consumers willing to buy two
million pounds of potatoes at twopence a pound, and if
twopence & pound is the minimum price that will induce
potato growers to grow two million pounds of potatoes, then
according to the readings of the price mechanism the pro-
duction of that quantity and no more is justified, If, how-
ever, pleased with the results of growing potatoes for two-
pence a pound, I think of increasing my output by ten
thousand pounds, I am apt to forget that I can only still
rely on getting twopence so Yong as some of my competitors
make a corresponding reduction in their programmes ;
which, in an unplanned and unorganised industry, it is
most unlikely that they will, for they will be as eager as 1
am to develop a profitable crop, and they will be trying to
get my custorners away from me just as I try to get theirs
from them. The effect will be that between us we shall



152 THE ACHIEVEMENTS AND POSSIBILITIES OF

produce far more than two million pounds, that, in conse-
quence, we shall exhaust the consumers who are prepared
to pay twopence a pound, that the price for our product,
the expectation of which was the basis of all our calculations,
will not be realised, and that our profies will be turned into
losses and our joy into wormwood and gall, And yet,
presently, when the glut has cleared, we shall be liable to
make the same mistake again, because again each of us
will forget that his production is, however trifling, a fraction
of that total, the size of which, in relation to the demands
of consumers, determines the price that all of us get. Each
of us will take this price as a datum because nobody is in
a position by himself to make any important impression
upon it. Each of us, apprehending only what lies under his
nose, will calculate that if twopence is a good price, and
if twopence is the price we can get, then twenty thousand
twopences arc better than ten ; and each will presently
forget the second ** if.”

This tendency of any competitive industry to outrun the
point at which its production ceases to be profitable would
not matter so much, if it were not for the fact that the
penalty that has to be paid for surplus production is never
bome by the surplus alone. If the output of an industry
exceeds by 10 per cent the quantity which can be profitably
sold, then it is not 10 per cent of the total on the market,
but the whole 100 per cent, that suffers from the consequent
fall in selling prices. For example, if we suppose that at 2
moment when the world’s wheat preduction is matching
up quite happily with consumers’ demands, farmers who
had not previously given any attention to wheat are
attracte] by the sight of the prosperity of ther wheat-
growing necighbours, or by the promise of a protective
tariff or subsidy, to go into the business themselves—and if,
in consequence, there is a large increase in the output and
a heavy fall in the price of wheat—then it is by no means
only the newcomers to the business who feel the draught.
The additional product lowers the price that can be got,
not for the newcomers’ sales alone, but for everybody’s.
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Worthy farmers whose product was duly called for by the
readings of the price mechanism itself, and was previously
saleable at a comfortable profit, are as much ruined as are
those whose actions are responsible for tuming production
into over-production. And it has to be remembered that
every time anybody who formerly made a living loses it, a
whole series of forces prejudicial to the livings of other
people is set in motion, and that these may be cumulative
over a long period. The ruined farmer has to give up his
project of sending his daughter to a boarding-school, cut
down his outlay on house decoration and refrain from
installing a new radio set, and so nibbles away the living
of the school proprietors, the house painters and the
radio people. He dismisses his hired men, and there is an
immediate end of their spending also at the village
store. The storekeeper feels the pinch, and, after him,
the firms who supply him, and so the melancholy circles
widen. ‘

Liability to this type of competitive over-production is
no new explanation of the instability of an unplanned
econotny. It was put forward many years ago by Mr. (now
Sir William) Beveridge in the first edition of his classic
study of unemployment.! But although it may have fallen .
somewhat into the background before the advance of new
and more specialised interpretations of contemporary
troubles, it remains, I think, as an unanswerable criticism
of every unplanned economy which is also competitive,
Such an economic system has an inherent tendency, as it
were, to overshoot every mark. The result of the over-
shooting is that existing investments become unprofitable
and so cease to be operated, while those who might have
been employed in their operation get no work. Here, then,
we have the exact features of the typical capitalist paradox
of to~day,

Of course, there is a remedy, even within the framework
of & society which, as a whole, is still unplanned. When the
sequence of events just described has been often enough

1 Reprinted in his Unemployment, 1930 edition. See p. 59.
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repeated, those who suffer from its consequences begin to
realisc what is happening, and consider how it may be
prevented from happening again. They perceive that what
is essentially wrong is that the attempt to ruin your neigh-
bour by increasing your output at his expense (which is
quite proper and correct within the rules of the price
economy) unfortunately results, when your neighbour is
engaged on a corresponding attempt at your expense, in
the ruination of you both, because there is a common factor
in both your actions which you had overlooked. The plain
way out is to repounce your mutual warfare in order that
this common factor may be jointly controlled by you both.
So we step out of a competitive industry into one in which
the level of output is regulated by joint agreement amongst
those who are interested in its sale. Such combination, as
is well known, may take an endless variety of forms. But
whether it appears in the guise of an amalgamation of all
the firms concerned into a single giant corporation, or of
the establishment of a common selling agency which
assigns a certain quota of the total production to each
producer and markets the output of them all, or whether
it is simply embodied in an agreement about output and
prices between producers who otherwise maintain their
independence—the eflect, in all cases, is, from our
immediate point of view, always the same. Qutput is
reduced, and the object of the reduction is to bring it
within the limit at which -it passes from profitable o
unprofitable.

If such combinations of producers, industry by industry,
were universal ; if they could rely on the loyalty of their
members ; and if their reading of the future movements of
consumers’ willingness to buy were approximately correct,
they would, I think, go a long way to obviate the particuiar
kind of paradox which is characteristic of the present depres-
sion. In a competitive industry there are two unknown
factors with which every seller has to reckon, and which
are ordinarily beyond his control. One is the mind of his
customers : the other is the mind of his competitors. So
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far as concerns the first, producers’ combination offers no
help ; and it would not, therefore, obviate what 1 have
called those wastes of an unplanned economy, which are due
simply to mistaken forecasts of demand. It cannot solve
such riddles as: How many more householders would use
electricity for cooking if the price were reduced by 2d. a
unit ? Even the monopolist company or municipal elee-
tricity department has to fumble for the answer to these by
trial and error and sheer gpuesswork, But to the second riddle
—that of the mind of potential competitors—combination
among sellers offers a complete answer. For it permits none
to have a mind of his own. Hence the result of 100 per cent
effective combination among sellers would certainly be that
each industry would achieve a measure of stability at a
certain level. I do not say that the problem of unemploy-
ment would be solved, so that every pair of hands born
into the world would find a job to do. Since, as we have
seen,! the supply of all kinds of labour is not in any effective
way adjusted to the demand for it, the formulation of pro-
duction programmes by the capitalists of every industey
would not necessarily find full employment for the whole
population that the parents of an earlier generation might
have seen fit to beget, The guestion whether, in such a
gociety, there would or would not be unemployment in our
sense would depend chiefly on the particular agreements
that the capitalists and the workers of such a society chose
to adopt. If the workers agreed to work in shifts, with short
hours of employment and for low wages, then there would
not be such unemployment. If they stuck out for higher
pay, then some of them (as to-day) would get no work at
all. But such capitalist combination (except where it mis-
calculates) could do away with the spectacle of unused
plant and unsaleable commodities coexisting with unem-
ployed labour, It should relieve the capitalists of what, one
supposes, must be the disagreeable task of having to destroy
those things the production of which they have themselves
ordered.

1 See p. 23.
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It is hardly necessary to say more to show that this, the
obvious immediate remedy for competitive over-produc-
tion, bids fair to become worse than the disease. If we could
be sure that the combined producers in each industry
would limit output only to the point at which they could
get a price covering absolutely necessary costs of production
and a bare minimum profit for themselves, there would
indeed be nothing to worry about. But of this there is not
the faintest chance. Once a group of sellers have got their
total output under their collective control, they are bound
to see that that which turns loss into profit will equally turn
a little profit into a big one. Of course, they will now keep
their output down to a point at which they can extract
high prices from those able to pay them, leaving everybody
else to go without, and pocketing for themselves a great deal
more than can by any stretch of irpagination be called a
necessary reward for their services. And so from a system in
which production in each industry tends to outrun the
point at which considerations of economic efficiency, as we
have defined them, would require that it should stop, we
pass to one in which it never gets anywhere near that point.
And here we may link up with the hint dropped on p. 120,
where it was suggested that the real importance of produc-
tion for profit would emerge at a later stage in the argument.
That stage has now been reached. The fact of production
for profit appears now as responsible, not for the peculiar
paradoxical situation of the-moment, which would indeed
largely disappear if our profit-seekers were more successful
at their own game, but as the cause of something more in-
sidious and more permanently damaging to the efficiency
of our system.

VIII

To get this clear we have to realise that the present
troubles reveal only one of the things which are at fault in
vur economic system ; and that one, as a large part of this
chapter is intended to prove, probably by no means to be
ranked as incurable. They attract an enormous amount of
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attention just because of that peculiar combination of the
tragic and the ridiculous of which mention has already been
made. If the tragedy alone were present, it is likely that we
should hear much less of these troubles. The universe is
arranged on a plan which makes it inevitable that we
should all endure considerable suffering of one sert or
another ; and, adapting ourselves to this, we have, perhaps
wisely, built up such conventions as that there is dignity in
tragedy and that the stoic virtues are not vices, But there is
no dignity in a tragedy which makes its victim a laughing-
stock, and nothing admirable in the stoic endurance of what
is palpably the result of gratuitous folly. Hence when un-
employed miners conteruplate silent pits, and underfed
workers are set to destroy good food, even the most sluggish
of us is roused to expressions of dismay.

Yet the real disruptive force of the unplanned economy is
at work when none of these paradoxes strikes the eye, In~
deed, the very appearance of these things is more a sign of
the temporary failure of that force than of its corrupting
power. The destruction of commodities already existing, or
the refusal to sell them at the only prices that consumers
will pay, is merely an emergency measure whick the capita-
list takes to deal with a situation which he never intended
should arise. His real interest would have been better served
had he never permitted those things to come into existence
at all. But between preventing things from being made and
destroying them when they have been made there is evi-
dently no difference of principle at all. There is a significant
practical difference in that, in the first case, you can say
that you are doing your best with the resources at your
disposal and hope to get away with it, whereas in the second
you most evidently cannot. Yet both actions alike reveal the
absolutely ineradicable source of the inefficiency of any
unplanned economy, It is to the interest of the community
at large that the production of every article should be
carried to the point at which further supplies would be
judged, by those who are to have them, as definitely not
worth the cost of making ; it is to the interest of all who are
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concerned with the manufacture or sale of any article that
that article should be scarce and dear—the scarcer and
dearer the better. Those who make their living from any
industry have no interest whatever in achieving that balance
of cost and satisfaction which, if correctly measured, we
have defined as the true test of economic production. Their
sole concern is, not that cost and price should balance, but
that the latter should outweigh the former by as much as
they can make it.

This potential conflict of the one against the many, the
section against the whole, is one of the most difficult
obstacles in the way of economic efficiency with which any
specialised system has to contend. As we shall see, it will
exercise the ingenuity of a planned economy to find a way of
entirely eliminating its disintegrating influence, But in the
unplanned type of system this influence has complete and
universal sway. Workers, capitalists, landlords, alt alike are
tarred with the same brush, The centrifugal force is at work
not merely in those whose job it is, as workers, to execute
the decisions taken by others, but, what is far more serious,
in the framing of those decisions themselves. Indeed, the
child of the professor, who, on hearing that his father
lectured on economic history, is alleged to have asked :
“ Does that mean that you teach as little history as possible
for as much money as possible ? ** epitomised with perfect
accuracy and justice the fundamental principle of the whole
individualist economy.

This conflict of interest is, of course, also the clue to the
origin and to the ready acceptance of the paradoxical beliefs
described on pp. 115, 116, which are so remarkably much
in evidence at the moment, There is a sense in which these
beliefs are just as much truths as falsechoods. They are all
simple cases of the logician's “ fallacy of composition.” If
it is not true that everybody’s work makes everybody else
poorer, it may very well be true that the labour of some-
body clse, who works alongside me at the same job as mine,
makes me poorer. And if this is true for me, it is no less true
for everybody else who works or sells for a living. Wherefore
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we naturally conclude that it is a general truth, and so set
about discouraging everybody we can from working, on the
ground that if he works he will impoverish his neighbour:
whence all the rest of the absurdities follow inevitably, and
the energies of the politicians and the economists are all
enlisted in the job of limiting the output of wealth which
they believe threatens us with starvation,

Nor is it any use trying to console ourselves by emphasis-
ing the fact (and it is a fact) that if we all try to contribute
as little as possible to the common store, we shall all be
ruined. For if the one economic commandment, as I once
heard a lecturer declare, reads : “ Thou shalt do what it
would be a good thing for everybody else to do,” it still
remains true that it pays you to do just what everybody
else is not doing. In the days of the great drive for increased
production immediately after the war, a popular scapegoat
was made of the bricklayer who was alleged to limit himself
to a daily maximum quota of bricks in order to spin out his
job for as long a period as possible, With admirable logic
the economists pointed out that if everybody followed his
example, there would be a general hold-up of the output of
everything, and impoverishment all round ; but the word
fell on stony ground, because the economists could give na
assurance that if the bricklayer gave up his restriction every.
body else would simultanecusly do the same. They could
not get past the fact (and this is also a fact) that the ideal
situation for any producer or seller is that everybody else
should do as much work or sell as much stuff as possible for
as little money as possible, while he alone does as little work
or sells as Little stuff as possible for as much money as pos-
sible. Which means that if the bricklayer followed the in-
structions of the economists, he might indeed be a better
member of the great society, but he would probably be
a worse husband and father,

Moreover, it is even ironically true that this conflict of
the one and the many, this perpetual tendency of the whole
to fly apart into little bits, is liable to wreck the attempts
of individuals and groups to exploit their interest at the
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expense of the whole society, just as much as it incites them
to set about making those attempts. Thus, it is to the interest
of any group of sellers of the same article to restrict competi-
tion, wherever they can, by agreeing amongst themselves
that they, at least, will give as little value as possible for as
much money as pussxble But as soon as that agreement is
made, it is to the interest of every one of the signatories to
break it, provided, of course, that he can rely on its being
faithfully kept by all the others. This is the reason why all
restrictive agreements are apt to get shaky, and many of
them hreak down altogether, in hard times. The one seller
who offers a little better value for money to the public has
a chance of stealing all the customers from the others. And
everybody hopes himself to be that one. Equilibrium is,
thercfore, perpetually unstable. First every man’s hand is
against his neighbour or competitor, Then a group is drawn
together by the prospects of more effective exploitation of
those outside ; and then once more the disintegrating pro-
cess is renewed from within,

For the fact is that in this whole matter we are up against
one of those problems which arise whenever it is to every-
body’s advantage to be the one exception to a rule that
everybody else observes, The inevitabie resuit of such a
situation is, of course, that if no attempt is made to control
it, the exception becomes the rule and the game defeats
itself. It is the same in other spheres, as, for example, in the
matter of disarmament or of tariff reduction. Doubtless we
should all be happier and safer if we all had smaller arma-
ments : doubtless we should be more prosperous if every-
body would agree at least to stop any further rise, if not to
initiate a reduction, in tariffs, But no one will make a begin.
ning in these desirable movements because wheever begins
at the least runs a big risk, and in some cases is quite certain
to lose heavily, Hence it is almost impossible to make any
progress with any of these problems unless they are tackled
by direct intervention from outside ; unless, that is, some
authority has power to compel us to set about doing the
things that it would be 2 good thing for everybody else to
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do. An unplanned system cannot, however, permit such
intervention, not even in respect of those issues of major
importance where this disintegrating influence in our eco-
nomic structure is most dangerous. If it did, it would cease
to be unplanned. It is bound by its very nature to leave
bath the making and the execution of decisions as to what
is to be produced, and in what quantities, to the unco-
ordinated wills of individuals, whose behaviour is largely
dictated by this very centnﬁzgal force ; and its efﬁcwncy is
correspondingly damaged.

X

Looking back, then, over the achievements of capitalism,
we find a record of spectacular but irregular progress. The
spectacular qualities need no reiteration, The most super-
ficial acquaintance with the history of the last two centuries
brings them home with sufficient vividness to any inhabit-
ant of the twenticth-century industrial world. The irregu-
larity has been an irregularity both of place and time, In
some countries the capitalist system has progressed much
further than in others ; but, always, it has dragged along in
the wake of its progress a great army who have never
entered into any but the meanest fragments of its heritage :
always it has dangled before these alike the dazzling extra-
vagances of the rich and the solid complacencies of the
upper working and lower middle classes. Always, too, has
the progress of capitalism been liable to interruptions from
the tendency of the system from time to time, so to speak,
to fall over its own toes, from a certain continued instability
in its gait. So there have been periods of comparatively
smooth and rapid development of the capacities of the
planet on which we live to endow its inhabitants with a
secure and comfortable existence ; followed by periods in
which there is an almost complete hold-up of these develop-
ments, in which the simplest lessons of common sense appear
to be forpotten, and in which our one unanimous conviction
seems to be that the way to make ourselves rich is to con~
sume as much, and to produce as little, as possible. In this

Fs
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chapter we have been particularly concerned with the
search for an explanation of these periodical hold-ups ; for
most evidently upon their nature the whole future possibili-
ties of this particular type of cconomic system depend. We
have, I think, to conclude with judgment at some points
still suspended. Nobedy has yet given a full and completely
convincing explanation of the typical capitalist crisis. I bave
given reasons for discarding some of the most popular cur-
rent explanations as definitely false, and have suggested
that it is to the mistaken forecasts of producers, to the
defective operation of our monetary systems, and possibly,
though in a Jess degree, to the growing rigidity of at least
the older capitalist societies, that we probably have to look
for the major causes of contemporary difficulties? ; but that
more important, if temporarily less conspicuous, even than
these difficulties, there lurks in the background an un-
escapable conflict between the individual and the whole
society which must always condemn the purely indivi-
dualistic type of economy to a pathetically low level of
achievement,

1 The reader who is ised that nothing is said here sbout the
important influence of contemparary political policies as those
associated with war debts and reparations on the present i
is referved to pp. 248 /. In this chapter 1 have tried to confine the discus-
gO:;oﬁ;&rc&WthMmMe rifis in our econnpmie structure



CHAFPTER IV

THE ACHIEVEMENTS AND POSSIBILITIES
OF A PLANNED ECONOMY

To esTiMATE the achievements and possibilities of a
planned economy is naturally a very different matter from
assessing the record of what capitalist socictics have done
and left undone, Industrial capitalisn in something like its
present form has already a history of nearly two centuries’
life and growth, whilst earlier forms of unplanned econo-
mics, not essentially different in principle, are far more
venerable. The Russians, on the other hand, have lived
only sixteen years under anything like their present régime,
have been trying to make some sort of year-to-year econo-
mic plan for twelve years, and have just completed their
first really systematic venture extending over little more
than four years. On the basis of so short an experience it
would, in any case, be necessary to suspend very definite
Jjudgments, and to fall back to a large extent on general
reasoning as to the nature and possibilities of economic
planning. But the investigator who wishes to keep as close
as possible to concrete facts is hampered, not only by the
comparative newness of the world’s only attempt at large-
scale economic planning, but, no less, by the scrappy sources
of information accessible to him, and by the fact that
observers, who are prepared to exercise upon Russian news
such discriminating judgment as they would automatically
apply to statements about their own country, are still dis-
tressingly few. When we have discounted the enormous
amount of distortion which is due to sheer prejudice one
way or the other, and, second only to this, the almost
magical effect which merely setting foot in a foreign country
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often seems to have in destroying the power of critical
appraisal of evidence, so that, for example, a casual ac-
quaintance in a train is immediately cievated to a firse-class
authority on ¢conomic conditions, when his counterpart at
home would be dismissed as a pretentious and ignorant
bore—when we have made all these allowances, not much
is left which can be said with confidence on the subject of
what the Russians have, or have not, achieved from their
plans.

And when it comes to attempts to argue from the Russian
experience to the probable results of planning in other parts
of the world, the pitfalls are still deeper and more numerous.
We have to remember that the Russians initiated their
experiment in the face of anned opposition, and that they
have had continually to modify it on account of the extreme
instability of their economic relations with the rest of the
world. And last, but not least, we have to remember that
this experiment is being conducted not by Englishmen,
Americans or Germans, but by Russians, Georgians,
Tadzhiks and Uzbeks—hy the people who have provided
Dostoievsky and Chekov with their characters ; that the
plans are made, and the necessary statistics compiled, by
men and women who cannot count without the aid of an
abacus, and whose appreciation of the value of time is such
that they seldom discriminate between an hour and five
minutes ; and that the actual execution of what is planned
has to be performed by workers of whom the vast majority
are without adequate technical knowledge or experience,
and of whom, at least until recently, a goodly proportion
can neither read nor write. How different might the
result not have been had the job been undertaken, not by
Russians, but by orderly, accurate Germans !

Within these limitations, then, we can set down very
briefly what is known of the achievements of the Russian
experiment in planning, We know that this experiment has
not yet praduced a people who are rich, as capitalism counts
riches. We know that the general standard of living is such
that there are not many English workers in regular work
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whose conditions would be improved if they were to change
places with their Russian colleagues, It is a matter of heated
dispute how far there was, last spring and summer, actual
famine within the Soviet Union ; but we know that the
Russian workers, if they have the necessities of iving, have
little beyond this, If they have enough bread, it is generally
admitted that they are short of butter. We know that they
are still innocent of our vast variety of oddments and extras,
of all those trimmings of working class life that are typified
by the counters of a Woolworth store. We know that a
minerity of the people live in workers” dwellings which, in
design and commodiousness, but not as a rule in workman-
ship, can face comparison with similar buildings in England
or Germany, while the remaining town dwellers are
desperately overcrowded, and the great majority of peasants
live in what we should call hovels. We know, in fact, that
the Russians are extremely poor.

We know also that in contrast with these bard conditions
a proportion of the Russian workers enjoy collective ameni-
ties which surpass the wildest dreams of the working class of
bourgeois countries ; that their trade union meectings are
held, not only, like ours, in beershops, or in the small stuffy
rooms of houses for which the bourgeoisie can no longer
find a tenant, but in the palaces of princes and merchants
of fabulous wealth in which the splendours of the past are
carefully preserved ; that the worker whose day’s task is
done may sit on a gilt chair watching a performance in
the private theatre of his club ; or, with a free or reduced-
price ticket supplied by his union, may jostle against his
proletarian neighbours in what was once the royal hox of
the Moscow State Opera ; and that if he is lucky enough
to be able to afford a holiday he spends it, not under the
discipline of a Blackpool Jandlady, but in the country man-
sion of an expropriated noble.

We know, also, that, while there is not complete economic
and social equality within the Soviet Union, yet the poverty
of the people is not aggravated by the sight of extremes of
luxury and ostentation. The highest salary paid to a Russian
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worker of which I have any personal record amounts to
1,000 roubles a month, earned by highly qualified engineers
on the instructional staff of a training institute. The lowest
of which 1 have personal note of the same date (April 1g932)
is 8o roubles a month, for.an unskilled factory worker.
Doubtless there are people who earn more and people who
earn less than these sums, Doubtless also the effective differ-
ences between money incomes are sometimes increased,
sometimes diminished, by the fact that some workers are
favoured with greater rations than others, or have oppor-
tunities of buying cheap meals in their factory restaurants
which are not available for all. And doubtless there are
occasions when privileged persons enjoy lavish entertain-
ments, or ride about in motor-cars, while other people are
hungry and fighting for their places in the unbelievable
congestion of a Russian tram. But, when all allowances
have been made, there is no question whatever that the
Russians are enormously much nearer to economic equality
than is any industrial capitalist country. Since riches are
the one thing in the world that cannot be hid (for they lose
four-fifths of their virtue if they are), on this point the most
casual observer is entitled to speak. And no one'can take
a single walk through the streets, or enter a place of public
entertainment in Moscow or Leningrad without missing the
familiar division into East End and West End, the careful
scating of the audience according to their means, and the
trail of servility in all who minister personally to the con-
venience of the public, which stamps the hallmark of
capitalisme on London, Berlin, Paris and New York. In my
experience, it is this more than anything else which makes
one feel happy in the Soviet Union.

Even apart from the social philosophies of the Com-
munists, this absence of the more dramatic inequalities of
income is, of course, a natural consequence of any socialised
economy such as that of the U.S.8.R., where the private
ownership of capital on any serious scale is forbidden. For
it is very difficult to make and maintain a spectacularly
large income in any country entirely out of your personal
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earnings. A few popular heroes of the screen or stage achieve
this in the earlier, a few salaried heads of great enterprises
in the later, years of their working lives : an occasional
barrister pockets a steady flow of thousands, But it is only
the possession of capital, inherited, or diligently saved where
there is room for saving, that gives any reliable prospect of
substantial and enduring opulence. And undoubtedly it is
only the standard set by those who are rich by owning
which keeps the few really handsome earned incomes at
their present level. It is at least questionable whether, for
example, Lord Ashfield would command a salary of
£ 12,500 a year, as head of the London Passenger Transport
Board, if the same business under capitalist management
had not previously yielded him [£30,000.1 If we could
imagine that in our world differences of economic position
were confined to differences in what people can earn by
their personal services, things would wear a very different
aspect. There might be nothing unusual in one man receiv.
ing an income ten times, perhaps even fifieen or twenty
tirnes, as great as that of another, But differences of the
order of a hundredfold would be so zare as to rank as freaks,
Certainly they would not be common enough to support
the whole apparatus of inequality, and what Dr. Veblen
has aptly termed * conspicuous consumption,”? which is
built into the very structure of capitalist society. Hence
the fact that in the Soviet Union it is (with insignificant
exceptions) impossible to make an income except by carn-
ing itself partly accounts for the absence of this apparatus
from that country.

Ix

If, then, this is a bald outline of the outward and visible
achievements of the Soviet planned economy in its brief and
chequered history, how far can it be said that this system

1 8w Evening Stondord, May 19, 1933. It should be added that the
£12,500 is subject to a ™ temporary voluntayy * reduction of 74 per
cent.

# See his Theory of the Leisure Class,
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itself’ fulfils, or gives ground for hope that some other
planned economy might fulfil, the demands of economic
efficiency? In the previous chapter an efficient economic sys-
tem was defined as one which gave the maximum surplus of
satisfaction over effort ; that is to say, one in which the time
and resources of the people are employed in such a way ag
to give the result most satisfying to them ; in which every
product is supplied just up to the point at which additional
supplies would not be worth. the trouble involved in their
making ; in which people work just so long as the results of
their work justify their Jabours, and not a minute longer ;
in which provision for the wants of the future is carried just
to the point at which the greater plenty of to-morrow
balances the privations of to-day.

The argument of that chapter revealed also that as soon
as any division of labour or division of function is intro-
duced into an economic society, the correct striking of these
balances becomes a very difficult matter ; one, indeed,
which recedes from the plane of concrete practical experi-
ence on to that of hypothetical philosophic concepts ; for
the simple reason that it involves the comparison of incom-
mensurable quantities. For if T set about making something
which I am myself going to use, I am a competent judge
(anyhow, after the making is done and the using begun, if
not before) whether the article in question was worth the
trouble of making. But if I do the making and somebody
eise does the using, the calculation is upset by the necessity
of comparing one person’s trouble with another person’s
satisfaction. On this problem the philosophers may properly
worry their heads ; but, whatever the outcome of their
disputations, nobody, philosopher or no philosopher, can
guarantee that the calculation is correctly made.

Now we have scen that the price economy attempts to
strike this balance between A’s trouble and B’s satsfaction
by providing them both with an instrument—namely
money—which is supposed to measure the quantities con-
cerned on both sides of the equation, and leaving the parties
concerned to fight the matter out. We have also seen that if
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we could be certain that this measure had the saxe meaning
for both parties, and that all items relevant, 20d none that
were irrelevant, to the issue were brought into the acoonnt,
then this method would be an admirable way of solving the
problem ; but that in practice there i no certainty what-
ever on these points, so that the upshot of it all = that under
the price economy there is really no guarantee at all that
the decisions arrived at are the right ones, in the sense
that they give in the aggregate a larger total of satisfaction
than any other decisions would have done. Indeed, the very
precision of our method of balancing prices and costs is
itself a danger, because i spurious appearance of accuracy
wins for the decisions which it records a degree of respect
to which they are hardly entitled.

The planned economy, on the other hand, goes about
the business in a different way. Tt is true that this type of
system, also employs (at least at present) what is appar-
ently the same ready reckoner as that used by the price
ccooomy. It makes calculations about costs of production
measured in roubles and selling prices measured in roubles,
and weighs the one against the other. But we have also
seen that jts choice of the items included in these calcula-
tions is so arbitrary that few of the decisions of the Russian
planned economy can be regarded as the output of any
attempt to balance the recorded preforences of consumers
against the sacrifices of producers as recorded by the same
mechanism. In effect, the decisions of the planned economy
are the authoritative decisions of third parties. That is to
say, the planning authorities decide that the output of coal
shall be such and such, and the outpus of lipstick such and
such, in a given period, because they themselves think that
the production of these quantities are more sansfying than
the production of more or less of the articles in question.
S0 also it is the planning authorities who decide, first, that
the normal week is to consist of six working days and one
rest day, then that it is to be five working days and one day
off, and then that it is to be six days’ work and one day’s
play once more: all because, in their judgment, these
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figures are the best guesses that can be made from time to
time as to the point at which the public’s need for leisure
balances the need for goods.

vTo the question whether a planned economy, in which
decisions as to the amount and character of production,
the balance of work and leisure, and so forth, are thus made
" by public authoritative decision is more economically
efficient than one in which these matters are settled by
private contract between the partim concerned, there is no
logically decisive answe\ At is simply a question of the
circumstances in which the decisions are made ; of the
constitution and objects of the planning authontw.s in the
one case, and the relative strength and mutual relations of
the parties in the other. In the Soviet Union the planning
authorities have, theoretically and indirectly, a democratic
foundation. The State Planning Commission is subordinate
to the Coundil of People’s Commissars, which, in turn, is
compaosed of the heads of the chief departments of State and
is the ncarest parallel to the Cabinet of our type of parlia-
mentary government. Unlike our Cabinet, however, the
Council of People’s Commissars is itself elected by a kind
of Parliament of the whole Union (the Central Executive
Commirttee of the All-Union Congress of Soviets), which
differs, on paper, from our Parliament chiefly in the two
following points : first, it i chosen by indirect election,
members of local soviets being appointed by their colleagues
to serve on regional bodies with authority over larger arcas,
while these, again, send forward some of their members to
sit in the All-Union Congress of Soviews ; and, second, the
electors who vote for the primary local soviets, upon which
the whole pyramid is built up, areso far as possible arranged
in occupational, not geographical, constituencies, the unit
which a member represenss being the factory where his
constituents are employed, not the neighbourhood in which
they live. It is hardly necessary, however, to go further into
these constitutional details, since it is common knowledge
that, as things are at present, clections, at least to all the
higher bodies, are arranged among themselves by the
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leaders of the Communist Party ; so that, whatever the
paper constitution, the cconomic life of the Union is
planned and controlled by representatives of the select order
of Communists in accordance with the principles of their

It should, however, be added that at the present juncture
these principles considerably simplify some of the problems
which must face any planning authority. Not the least of
those is the necessity of weighing the claims of every
category of comsumers against every other. Thus i, for
example, a dictator were appointed in this conntry, with
instructions to arrange production and import programmes
to satisfy the entire needs of the country, and with no
further guidance whatever, we can easily see what night-
mares he would suffer in the attempt to decide such
questions as whether it is legitimate that people and plant
should be employed in making permanent waving machines
to satisfy consumers who want to have their hair waved,
when other would-be consumers are still without footwear
adequate to keep the wet out. Such a dictator would make
no progress whatever until he had settled whether it was his
duty to pay any attention at all to the maintenance of
existing differences in the standards of living of different
classes, and, if so, how far that respect should go. Of these
problems much more will be heard at a later stage.* Here
we have only to notice that the Russians are guided in
making these decisions by the principle that for everybody
who comes within the category of worker or poor peasant
equality is the ideal, and that only the exigencies of econo-
mic necessity justify regard for different standards of living,
and that, therefore, the supply of necessaries for (nearly)
everybody must take precedence of the supply of luxuries
for (almost} anybody. Of course, this is not a precise
quantitative rule ; but it is a great deal better, for practical
purposes, than no rule at all,

We can, morcover, perhaps go a Little further wwands
answering the general question whether the decisions of a

1 See pp. 285 .
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planning authority are likely to give greater economic
efficiency than those of a price economy operated by private
contract, We can at least lay it down that the crucial
factors that decide the answer to that question are, on the
one hand, the degree to which the planning authority
really wishes to achieve such efficiency, and, on the other
hand, the extent to which, under the price economy,
contracts are made by parties whose general bargaining
position is approximately equal. I do not think that it can
be denied that if the planners honestly desire to act in the
interests of the people at large, and so to order economic
production and distribution that the available resources of
the country may give the maximum satisfaction to the
people who have to work them, and who in turn consume
their products—if the planners wish and try their hardest
to achieve this result, then they are likely, humanly speak-
ing, to get nearer to it than is a society in which decisions
are made by contracts between parties of whom one is often
under much greater necessity of coming to immediate terms
than is the other. That is to say, although, as already
pointed out,? when a poor man consents to do a job for
sixpence at the behest of a richer man, we cannot grone
that he would have been unwilling to do it for so small a
payment had he known where his next meal was coming
from, yet it is humanly probable that that is often the case ;
in which case a completely disinterested third party, with
authority to intervene and say to the rich man, “ You must
pay halif a crown for this job or go without having it done,”
would bave struck a truer balance of cost and satisfaction
than do the partics concerned when Jeft to themselves,
Equally, of course, is it true that a planning authority
which was not disinterested, which cared only for the
satisfaction of one particular part of the community, such
as its own relatives and friends, or the members of its own
party, or which desired hefore all ¢lse to promote objects
such ax enormous military power or puritan simplicity of
living, which happened to commend themselves to the
* See p. 113
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planners but not to the community whose life they ordered,
would produce an economic system the efficiency of which,
on our rating, would rank very low ; because this system
would be setting people to work at making things which,
in the judgment of those who made them and those who
used them, were not worth the trouble of making, and would
be preventing people from making other things which they
would have judged as more than worth that trouble.

And there is this to be said, It is only too easy to exag-
gerate the degree to which a society that is regulated by the
price mechanism waits upon the pleasure of consumers. In
every complex economic system the initiative must lie with
producers and seliers ; that much is true of a planned and
an unplanned economy alike, Production must anticipate
the wishes of consumers, not follow their orders ; which
means, in effect, that producers must guess at the unpredict-
able tastes of those consumers ; which in turn means that
they will sometimes guess wrong. Now it is true that in an
unplanned economy it is impossible, beyond a point, to go
on persevering with a wrong guess, pretending that it is
right. If people will not buy an article that is offered to
them, that is thrust upon them at every turn, that is
applauded before their eyes on every hoarding, they will
not, and there is no more to be said. The makers must in
the end retire discomfited, for they cannot sell for evér at
a loss, It is true, also, that in the planned economy there is
no such definite limit, since mistakes can be covered up by
subsidising one article out of the profits of another, or
manipulating the purchasing power of consumers, or by
similar devices which are open only to those who control
virtually the whole economic life of the community, and
not merely certain industries. But, notwithstanding this
difference, it is plain enough that sellers in the unplanned
societies have a great deal more control over the behaviour
of consumers than a study of the economic text-books would
generally lead one to suppose. Take away the whole
apparatus of suggestive advertisesment, and who will assert
that we shall then pick and choose among the products
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offered to us exactly as we do when we are subject to all th
subtle influences of that apparatus ? Everybody knows tha
the producer in the unplanned economy puts up a goo
fight to convince the public that his guesses are alway:
right, and his products always worth buying at the price
at which they are offered, and that he often gets away wit}
these claims when the unbiased judgment of that samx
public would certainly pronounce him wrong. So that the
statement that the unplanned economy gives us what we
want often amounts to little more than saying that it make:
us want what we are given.

The fact of the matter is that to the vital question
Does this or that economic system give us what we want,
and only give it to us when we really want it badly enough
to justify imposing the trouble of providing it upon other
people ? there is never any certain answer, The nearest we
can get to an answer at the best of times is by observing how
consumers behave when left to themselves, in face of the
variety of goods which are, in fact, offered for sale ; which,
in practice, is not very near. For, in the first place, con~
sumers never are left to themselves, and, in the second
place, their choice is always limited by the prior decisions of
producers. Consumers (with insignificant exceptions) can
only pick and choose between the things that are actually
offered to them ; but their behaviour in so doing throws no
light on the question whether they might not very likely
have preferred to go without balf the junk that they now
buy, and be supplied instead with quite other goods that
no producer bas had the imagination to put on the market.
Inevitably the whole trend and character of consumption is
determined far more by producers than by those who actu.
ally use the goods that modern industry supplies. And in this
respect there is probably not very much to choose between
a planned and an unplanned system. Both, 3o long as they
retain any kind of free market in which the final consumer
can allocate his money between vne article and another
according to his fancy, are uitimately bound by a certain
power of negation which this freedom confers upon him,
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The unplanned economy may be liable to be pulled up
short by this a little earlier than a planned system which
is resolutely determined to direct consumption into certain
channels, no matter how heavy the subsidies that have to
be paid to achieve this. But it is quite farcical to pretend
that the * free democratic choice of consumers™ under
modern conditions has, or can have, any more positive
influence than this, whatever the type of economic organis-
ation under which it is exercised.

11X

We have now to ask whether a planned economy can
hope to escape the peculiar type of breakdown which
makes the capitalist world at the moment look so foolish ;
whether it can avoid the paradox of unemployed labour
side by side with unused resources ; whether, in fact, it is
capable of a smooth and steady march towards ever higher
standards of living without the continual setbacks which
have chequered the progress of the rival system.

It is the firm faith of the Russian Communists that their
planned economy has this power. There is, I suppose, no
peint on which the Russians are more emphatic than in this
matter of the alleged immunity of that system from ** over-
production” crises and their attendant unemployment.
The Soviet Union, it is proudly claimed, is the ** Land
Without Unemployment.” Its problem is not to find some-
thing for peaple to do, but to train enough workers to carry
through the jobs that are crying out to be done. If we are to
look first at the evidence of the facts, we find that it is
generally admitted that unemployment existed in Russia
before the first Five Year Plan was well under way. This,
at ieast in the carly days of the plan and during the year
or 5o preceding its inception, is commonly explained as due
to the influx into the towns! of workers not previously
cmployed in industry. But the existence of such unem-
ployment, whatever its cause, shows that up to that date

1 See Dobb, Rustian Economic Development, pp. 398, 414.
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Soviet planned economy was not capable of meeting
ali the demands for employment that were made upon
it.

But I do not think it can be denied that during the middle
years of the plan the title of the * Land Without Unem-
ployment* was fully deserved. I cannot find that any
cbservers, however hostile, contend that there was unem-
ployment in our sense in the Union during this period.
Herr Basseches, whose criticisms of Soviet economics are
on the whole unfavourable, writes of an * appalling
shortage of labour.” Dr. Roeilinghoff sayz categarically, in
the same volume, * There is no unemployment in the
Soviet Union.”'! Professor Hoover, writing in 1930, reports
that the number of unemployed had continued to mount
with considerable rapidity up to the end of 1g29. “ With
the beginning of 1930, however, unemployment began to
decline. ... The great program of capital reconstruction
pianned for the summer of 1930 also began to have its
effect, and there was an actual shortage of this type of
labour even in the early spring of that year. . . . The figures
on employment in the Soviet Union compare extremely
favourably with those of capitalistic countries.” He adds
that this last is due *“in part to special circumstances.”$
From that date onwards it does indeed appear that the
problem of unemployment ceased to trouble the Soviet
authorities at all. A decree of October 1930 put an end to
the payment of unemployment benefits under the social
_insurance scheme, on the ground that * unemployment has
completely ceased to exist and a lack of workers is felt,”¥
I have already referred, in another context, to the system
by which the various State trusts recruited their labour in
particular districts at the time that I was in Russia in 1932.
It was evident that the purpose of these schemes was, at
teast in part, to prevent the trusts from poaching on one

1 See Dobbert’s Soviet Economics, pp. 118, 239,

8 Eeonomic Life of Soviet Russia, p. 299,
8 Economie Conditions in the USS.R., p. 111 (issued by the US.S.R.

Chamber of Commerce, 1931}
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another’s supplies of tabour—a possibility which does not
dawn on the horizon of a country in which there is any
serious unemployment, Moreover, the preoccupation at that
time of all the authorities with the problem of reducing the
high rate of labour turnover, and with maintaining their
(generally very ambitious) programmes of output, implies,
of course, that it was shortage, and not surplus, of labour
with which they had to reckon.

I should not like to say with equal confidence that the
same happy state of affairs has existed in Russia since the
summer of 1933. There has, indeed; been no withdrawal
by the Soviet authorities of the claim to immunity from
unemployment which they put forward for foreign con.
sumption, As recently as June 1933, Mr. Litvinoff is
reported to have boasted to the World Monetary and
Economic Conference that in his country “ such symptoms
as over-production, the accumulation of stocks of goods for
which no market can be found, unemployment, wage cuts,
increase in foreign indehtedness, bankruptcy, are conspic-
uous by their absence.””? But there are certainly rumours
current that the number of unemployed is on the increase.
Signor Pietro Sessa® reports that the * first signs of unem-
ployment” appeared after the middle of 1932 ; and the
reduction of office staffs, which is reported to have turned
over 153,000% workers out of their jobs in the big cities, as
well as the apparently large exodus of workers who do not
hold the passport now required for residence in certain
areas, may be ominous signs. As regards the combed-out
office workers, it was cheerfully stated shortly after their
dismissal that 60,000 of these would find employment in
satisfying the urgent need for clerical workers on the State
and collective farms. As the “ number of State farms
alone** (i.e. presumably as distinguished from collectives)
was given as 5,000 only in a speech of Molotov’s reported

1 See The Times, June 15, 1933.

% Writing in Dobbert's Soviet Economics, p. 284,

3 Moseow Daily News (weekly edn.), December 10, 1933.
4 Ibid., March g0, 1938,
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elsewhere in the same issue of the Mascow News, the calcula~
tion seerns somewhat optimistic,

The evidence of such facts does not, and indeed in the
nature of the case cannot, thus take us very far. It is, how-
ever, well worth while to examine the experience of the
Soviet Union in greater detail for any light which it may
shed on the general conditions governing the chances that a
planned economy may succeed in eliminating unemploy-
ment. For just as the future of capitalism largely depends
on the answer to the question whether our present troubles
are the result of minor defects in the system which may be
shortly put right, or whether they are radical and incurable,
so do the prospects of planned economies depend on the
answer to the question whether the elimination of unem-
ployment during the later stages of the first Russian plan
was the result of some lucky accident—as, for example, of
the economic conditions or of the particular policies of the
moment—or whether it was the direct result of successful
planning,

v

If the years of no unemployment in the Soviet Union are
to be explained as due to any incidental factor, much the
most plausible hypothesis is that that factor was the adop-
tion of a policy of monetary inflation. It is well known that
inflation, if conducted on a sufficiently grand scaie, will
¢tliminate unemployment for a time, even in capitalist
countries. Nobody acquainted with the facts denies, I'think,
that this was a primary factor in the absorption of virtually
all the unemployed of every belligerent country during the
world war, The belief of the man in the street that unem-
ployment was eliminated during the war because millions
of men were withdrawn from the labour market to serve
in the army, and because of the insatiable appetite of the
Government for munitions, as contrasted with the limited
consumption of ordinary persons in time of peace, is too
simple. The Government’s insatiable appetite would have
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been of no more consequence than the unsatisfied desires
of the cormmon man had it not been backed up by ample
means of payment ; and, as for the soldiers, it is evident
that if their labour was withdrawn so also was the spending
power which they had formerly exercised as wage earners.
But the gigantic purchases of the Government, and its
payments of allowances to soldiers’ dependants, filled the
gap that would otherwise have been created by the cessation
of the personal spending of wage earners who had joined the
army and gone to the front.

The sequence of events and the means by which unem-
ployment is eliminated in such an inflationary period is
simple and well understood. Since, however, it is most
important to find out whether it is this familiar history
which is being re-enacted in Russia or whether something
really new is afoot, it will be well briefly to recapitulate
what happens in a typical war inflation. This is as follows.
The Government wishes to divert to its own use an excep-
tionally large proportion of the resources of the country, in
order that these may be used in the manufacture of rauni-
tions and supplies for the troops. In time of peace a margin
of these resources is out of use altogether, owing to the
mistakes and wastes of capitalism which we have already
discussed, whilst the remainder is engaged in the provision
of whatever commodities happen to find an effective
demand at the moment. In order to employ the unem-
ployed resources and divert the remainder from the manu-
facture of ploughshares to the manufacture of swords, the
Government must itself provide an effective demand. It can
do this by collecting in taxes, or by borrowing, the money
already in the pockets of the consumers whose demands are
at the moment served by industry ; or by itself manufac-
turing fresh money of one kind oranotherand spending this.
The attractions of this last method, which avoids the
necessity of directly and publicly removing from people’s
pockets money which is already there (always a proceeding
upon which Governments engage with reluctance), are
obvious, though in the end it may lead to difficulties no
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less than those of any of the alternatives to which it is
preferred.

Now the appearance of the Government as a huge new
consumer with new spending power, when no reduction
has been effected in the purchasing power of other people,
makes a rosy world for sellers. Goods are sold with unusuzl
¢asc in a market where there is so much money ; prices are
raised so as to match supplies to the now greatly increased
demands ; production and . employment are enormously
stimulated, and jobs thus created for unemployed workers ;
all of which is very agreeable, The disagreeable part arises
from the fact that if the Government is to be sure of winning
in the race with other buyers, so that its demands are
always satisfied in preference to those of others, it must
continually issue more and more money ; with the result
that when all the resources of the country are fully em-
ployed, and any additional purchasing power cannot, by
definition, stimulate the immediate production of still more
commeodities, the only effect of further issues is to raise the
price of all the goods that producers are straining them-
selves to offer to a world in which everybody has so much
money to spend, For if sellers did not thus raise prices (in
accordance with the principles explained on p. 13), they
would soon find their shelves empty and unsatisfied buyers
grumbling in their shops, (Incidentally they may also find
that the penalty of conforming to the principles of the price
¢conomy, and putting up their prices, is that they are
promptly run in by an ungrateful Governumnent for profi-
teering.) This allround rise in prices, however, makes the
cost of living so high that the public soon find that they are
worse rather than better off than they would have been if
the Government had gone right out and taxed them to get
the money that it wanted. This is the stage at which hard-
ship begins. If the inflation is not of the very first order,
nothing more dramatic than such hardship may be the
result. In the end the Government gets frightened by com-
plaints of the high cost of living and reverses its policy,
whereupon sellers find the continual rise in prices, on which



A PLANNED ECONOMY 181

they had come to rely, turned into a fall, and cut down their
orders, whereupon manufacturers in their turn curtail their
production programunes and dismiss their employees. If,
on the other hand, the inflation is carried still further, the
ultimate consequence is that the purchasing power of
money falls lower and lower until prices are reckoned in
astronomical figures, money comes to have no value at all,
and the despairing public either reverts to barter or
atternpts to reckon values in terms of the currency of some
foreign country which has not indulged in comparable
inflation ; as the Germans took to quoting prices in dollars
during the spectacular post-war inflation of the mark,2

Is this what has been happening in Soviet Russia ? It is
very difficult to get to the bottom of Soviet currency policy
(which like other Soviet policies is subject to continual
experiment and change) ; or, indeed, to determine what is
the real meaning of currency and credit operations in a
planned society. At the moment we may say that the bed-
rock facts are these ; we know that credit is issued to pro-
ductive enterprises by the Soviet banks in accordance with,
the plan, and that with the purchasing power thus placed
at their disposal these enterprises make payments for wages
and raw materials. We know also that the money in the
hands of consumers is of two kinds, namely, notes of the
State Bank, which are required by law to have a certain,
percentage backing in gold, and Treasury notes, the issue
of which is not limited by effective regulation of any kind.,
And we know that during the period of the Five Year Plan
there has been a very substantial increase in the amount of

imruderwho::sagecuthu the dismal picture here drawn of the
tesults of continued inflation is hardly consistent with the tion
given on P.d 136 lt:at an increase in the circulation of pgﬁsing
power would go a way W get us out of our present troubles, may
set his mind &t rest il he notes that what is described in the above
text is an inflation set going (as in practice inflations nearly always
have mb)y a Goverament whic.lll wa:i_u mo;;:y and is determined
to get it & easiest way, regardless of possible consequences, This
# & very different matter from a deliberate expansion of the currency,
contrelled and limited by the desire to maineain the monetary unit
at a given value.



182 THE ACHIEVEMENTS AND POSSIBILITIES OF

credit issued and in the monetary circulation, as illustrated
by the following figures : On October 1, 1928, the total
monetary circulation (Treasury notes and bank notes
and coin) was said to amount to 1,970.8 million gold
roubles: in June 1932 it had reached 5,786.5 million gold
roubles. It is indeed an old joke that the one department
in which an achievement has most conspicucusly out-
stripped the planned programme is in the issue of paper
money.>

Although (for reasons which are set out below) 1 do not
think it can be said that the Russiap plan has been financed
by an inflation in the way that capitalist wars are financed,
or that successful planning is in any sense dependent upon
inflation, yet there is, I think, a strong hint in the recent
experience of the Soviet Union which suggests that inflation
has its attractions for, and may easily be a temptation to,
a planning authority. It scems likely that the Russians have
been fairly lavish in the issue of credit to productive enter-
priscs, because this is the easiest way of putting purchasing
power into the hands of those enterprises, and so ensuring
that their work is pot held up for lack of funds. And the
increasing circulation of Treasury notes is an inevitable
consequence of such a free credit policy, since it is obvious
that firms which are doing big business on substantial bank
accounts will need to make large drawings of notes for wage
payments. Nothing will get round the fact that if you want
certain people to have plenty of funds, and you have the
authority to adopt this method, then the easiest way of
placing those funds at the disposal of those people is simply
to print the necessary money, or, by merely entering a figure
in a book, to credit them with a handsome banking account
upon which to draw.

It is no doubt in the first instance the seductive ease and
simplicity of this method of financing ambitious public
works which makes it attractive to the Russians, just as

1 For a fuller treatoent of this difficult subject the reader i referred

IDMHWE_—:MJMMMW Malcotm:
Campbell's essay in Dobbert’s Seviet Scamssics.
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these qualities have lured needy capitalist Governments on
to the paths of inflationary finance. But I do not think it
can be said that the success of the Russian experiment in
planning has been in any great degree the product of
effective inflation ; for the simple reason that the normal
secondary consequences of an inflation, upon which its full
effectiveness depends, are so far incompatible with the
principles of the plan that they are not in fact permitted
to take place ; so that, while an inflationary movernent may
be initiated, its normal consequences are inhibited and its
usefulness is in large measure destroyed. What appears to
happen, in fact, is this, New purchasing power is put into
circulation to finance the planned programme of develop-
ment, Under a system controlled by the price mechanism
this new money would swell consumers’ demands, get pro-
ducers busy everywhere putting up their prices, increase
profits and so stimulate a general expansion in production
programmes with consequent absorption of unemployed
labour and plant. As the point at which industry was
working at full capacity was reached and passed, the rise in
prices would become more and more rapid until the mone-
tary authorities in their issue of new credit would, indeed,
like Alice’s Red Queen have to run faster and faster in
order to stay in the same place. '
Now at every stage this rise in prices is absolutely essential
to the effectiveness of the inflation as a means both of pro-
viding the Government with funds and also of bringing
unemployed workers and unused plant into activity. It is
essential for the first purpose, because it is only the rise in
prices, that is the high cost of living, which restricts the
public’s claims on the products of industry, and so enables
‘the Government to use for its own purposes resources which,
bad there been no such rise in living costs, would have
found employment in satisfying the demands of a less hard-
pressed public. It is simply because the people cannot afford
to buy so much that the Government is able to buy more.
And the rise in prices plays a no less vital part in doing
away with unemployment ; for it is just when the selling
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prices of goods are rising faster than the cost of making
them that profits begin to swell ; and it is swelling profits
which alone, under the price economy, stimulate manu-
facturers to increase their production programmes and
engage fresh workers.

In such a planned economy as that of Soviet Russia there
are, however, evident difficulties in permitting a rise in
prices, with these accompaniments, to occur. For regulation
of the prices of at least a large proportion of the commodi-
ties produced by socialised industry is itself part of the plan.
‘To permit prices to rise, contrary to the programme of the
plan, merely because clamorous consumers have more
money to spend than at existing prices there are goods 10
buy, is clearly to confess that the several parts of the plan
have failed to match up. Further, the Russians employ, as
we have seen, a rationing system as an important supple-
ment to the method of distributing supplies by price move-
ments. The fact that fresh paper purchasing power has been
put into circulation does not, of course, mean that anything
has happened to the supplies of goods making larger rations
possible, or conversely, smaller ones, necessary. Yet if prices
and supplies and rations remain unchanged, and new money
is put into circulation, the final upshot must be that this
mioney is no use at all to those who receive it since they find
themselves unable to buy anything more with it than they
could without. So far as rationed articles are eoncerned the
public simply gets its rations as before, whilst in the case of
goods sold at State-controlled prices, but not acrually
rationed, the only result of an increase in the amount of
money in the pockets of would-be buyers is to play havoc
with the system of distribution, by introduciog new
customers into the queue. )

In practice it does not appear that the normal secondary
consequences of an expansion in currency circulation are
nullified quite as completely as this in the Soviet Union,
The logic which dictates that, when once moncy has been
put into circulation, some way of spending it advantageous
to those who get it must be found, is too strong and too



A PLANNED ECONOMY 185

simple to be wholly ignored, Hence a compromise results.
The indications that in other countries would lead to an
immediate rise in prices are resisted for a time. Thus it is
claimed that there was no material rise in retail prices
during the first two years of the plan ; but eventually when
this pressure becomes too strong, the authorities yield a
little and some rise is permitted, without reference to the
plan. Unfortunately as the publication of an official figure
of the level of retail prices in the U.8.S8.R. has been dis-
continued for over two years past (a fact which is itself
perhaps not without significance), it is impossible to quote
any official record of thesextent of the actual rise that has
occurred. But it has been reported that at the beginning of
February 1932 all rationed commodities were revised in
price overnight by amounts varying from 25 per cent to
over 200 per cent.! :
So long, however, as the planned systern of socialised
industry and trade does not cover quite the whole economic
life of the country, the main outlet for new purchasing
power is naturally found in the inflation of prices in the
non-socialised fringe where neither planning nor socialism
exists ; that is to say, in the markets where goods are sold
by producers and dealers on their own account to private
consumers, or in illicit trade. It is common knowledge that
the fluctuations of price in these markets in Russia are
enormous, and that goods sold there may be charged at
rates out of all proportion to those fixed for similar goods in
State or co-operative shops. Evidently, an infiation, the
normal effects of which are firmly barred over the greater
part of the economic system, is felt with proportionately
greater force in the one sphere in which no obstacles are
put in its way, But so far as the plan itself is concerned, it
may, I think, be said that any inflationary movements have,
up till now, been largely though not wholly ineffective. In
short, it would seem that expansions of credit are set going
without much regard for their natural after-effects (which

1 According to a statement quoted by Mr. Maleoln Cavapbell in
Dabhbert's Soviet Economics, p. 167,
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is not an uncommon happening in capitalist countries
also) ; but that when those after-effects begin to be felt,
and are found to be inconsistent with the principles of the
Planned economy, the authorities resist them strenuously—
at the cost, of course, of denying themsclves the full advant-
age which the inflation promiised,

Moreover, the second important effect of inflation—that
of inducing an expansion of industry through a rise in the
profits reaped by sellers and producers—is clearly irrelevant
to Soviet planned economy. As we have seen, the fact that
a particular enterprise is making handsome profits is, under
the Soviet economy, no particular reason why it should
enlarge its programme ; and in any case the methods of
accounting employed by that economy make the whole
reckoning of profit and loss a most hypothetical affair.
- Hence the stimulus to industry which ordinarily results
from swelling profits in a capitalist community cannot be
depended upon to produce any similar result under the
Russian gystem, Large profits are no more likely to set a
boom going than small ones. The initiation of a new enter-
prise depends not on what the directors of that enterprise ex-
pect to get out of it, but upon instructions from the planning
authorities, who may have other fish to fry. The most
that can be said is that where a continuous outpouring of
money and upward movement of selling prices are in pro-
gress, swelling the profits of socialised enterprises, the task
of finding the wherewithal to finance a big programme of
hew construction is simplified ; and the powers that be may,
therefore, be more likely to go ahead with such a pro-
gramme, if on other grounds, they think it desirable. But
the profits are in no way the motive power that sets con-
.Struction going as in an unplanned economy. At the most
they serve as a convenient auxiliary ; and their value and
uscfulness even in this respect are again, of course, contin-
gent upon the authorities permitting the inflation to induce
a rise in prices not provided for in their plans ; since other
wise no increase in profits will occur.,

It should be added that while the Russians do not appear
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hitherto to have allowed their plans to be extensively under-
mined by inflation, certain of their policies may yet tend
in that direction. Reference has ailready been made to the
decrees of 1932 and 1933 relating to the marketing of agri-
cultural produce, Under these, both individual peasants
and collectives are permitted to sell a substantial part of
their produce on terms which will be determined by them
in accordance with orthodox commercial principles. They
are allowed to get the best prices that they can extract from,
consumers. The reward of a good bargain is, therefore, their
own, and consequently an inducement to try and repeat
the process. One effect of these concessions is bound to be
that, if an inflationary moverent is once set going, it will
be more difficult than formerly to inhibit its normal second-
ary effects on prices and production. For, since the passing
of these decrees, the control of prices charged for agri-
cultural produce has largely slipped out of the hands of the
planning authorities. A price programme may indeed be
planned ; but in giving agricultural producers virtual free-
dom to get what prices they can the Bolsheviks have re-
linquished any effective power to see that such programmes
are carried out. They now frankly rely, so far as apri-
cultural production is concerned, on the pulls of demand
and supply, and the inducement to increased production
afforded by a strong sellers’ market.

Now if, in these circumstances, abundant new paper
purchasing power is put into circulation, there can be no
doubt that this will quickly find its way into the markets,
where prices are thus released from effective official control.
What has happened, in fact, is that the sphere in which no
obstacles are placed in the way of the full realisation of the
normal effects of inflation has been enormously enlarged,
50 as to include not merely the fringe of industry and trade
not hitherto socialised, but practically the whole business of
producing and distributing food-stuffs throughout the coun-
try. And no less quickly will the peasants and collectives
transfer this money from the packets of their customers into
their own by raising the prices which they charge, All of
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which means that inflation will offer a simple and ready
method of inducing a temporary boom in agricultural pro-
duction exactly analogous to the boom produced in industry
and ag“mculturc alike by inflation under a capitalist system,
And in a country where some of the people are hungry this
may one day make inflationary policies perilously attractive.
We may, then, summarise the general position of a
planned economy in the matter of inflation as follows. The
planmng authorities are faced always with the pmblem of
getting the productm: resources of the country directed into
the channels appropriate to their plans. So far, their situa-
tion only differs from that of a capitalist Govcmmcnt which
is engaged cither in war or in a public works programme in
that the requirements of the planners are enormously much
greater and more varied. The planners can achieve the
requisite distribution of resources in one or other of two
ways. First, they may fix rates of wages, retail prices and
rations at such figures as will keep the public’s demands
down to a level which will not fully employ all the labour
and resources of the country. This surplus labour and
capital, then, becomes available for carrying out any pro-
posed development plans. In terms of financial policy this
means fixing the prices of goods offered for sale at a level
which is high in relation to wages, and paying for new
capital development out of the excess of receipts over costs
which these high prices enable the socialised enterprises
to pocket. This is simply a way of taxing consumers through
the prices that they are made to pay for the goods which
they buy. What has happened in such a case is that the
plan has itself duly enforced upon the community the
measure of saving or abstinence requisite for the execu~
tion of its own programme of new construction, Such pro-
cedure is, of course, only open to a socialised economy which
has complete control over prices and wages.
Alternatively, the planners may shrink from imposing
in their published programmes such a stiff measure of
abstinence as, one way or another, must be borne by the
people, if the resources necessary for the plans are to be
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forthcoming. This is exactly the mood of a capitalist
Government which inflates rather than face the un-
popularity that it would incur by imposing taxation ade.
quate to meet its programme of expenditure. If a planning
authority does likewise, it must, equally with a capitalist
Government, permit the full effects of inflation to be feit
in rising prices, or it will, of course, be no nearer getting
hold of the plant and labour necessary for its schemes, for
which it was afraid boldly and openly to ask in the plan,
In this case the planners are, in effect, throwing away the
special powers which their control over the whole economic
system. confers on them and denies to a capitalist economy,
and putting themselves in the position of planning one
thing, and subsequently doing another which they had
not the courage to plan.

It is perhaps in this matter of the subsequent revision of
plans that the chiel danger of inflation in a planned
economy lies. In the nature of the case there is no reason on
earth why planning, as such, should lead to inflation ;
rather the reverse, for a planned economy has a hundred
and one other ways of getting its own way, without recourse
to the method of cheating the public of its expectations by
supplying them with paper money which is steadily
losing its buying power, But if it should be found that the
plan, either through genuine miscalculation, or through the
authorities’ reluctance to ask too big sacrifices of the people,
has not in fact provided sufficient resources to meet its own
requirements, then the temptation to fill the gap by the
issue of fresh paper may he very strong. True, this is of
itself no help at all, unless steps are also taken to restrict the
buying power in the hands of consumers by permitting a
rise of price not included in the plan, so that an inflation and
a frank revision of plans really come to the same thing in the
end. But the more insidious method of inflation may well
be preferred ; first, because when people are in a tight
carner they are likely to seize the easiest way of getting out,
without thinking of the consequences involved ; and,
second, because, when those consequences can no longer be
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evaded, a rise in the price level which can be explained
away as a matter of book-keeping, necessitated by a change
in the value of the monetary upit, may be made to look
better than one which is frankly due to plans having gone
awry. (People with far more political and economic educa-
tion than the mass of the citizens of the Soviet Union are
surprisingly simple in these matters.) The only way to avoid
these difficulties is, of course, not to make plans in the first
place, of which the several parts are not mutually con-
sistent.

v

If the Russian plan has not in any large degree been
supported by persistent inflation of the ordinary type
known to unplanned economies, can it be said that g
success in avoiding an over-production crisis is due to any
other circumstances not inherent in the fact of planning ?
In this connection a good deal of weight is ofien given to the
fact that the Russians are at present at a very carly stage of
economic development. The task of planning, it is sug-
gested, is greatly simplified since, where so little has been
done at all, there can be no doubt about what ought to be
undertaken next : where all are so ill supplied with material
goods, it is suggested, there can be no difficulty in finding
people to consume the utmost that industry can produce
for a long time to come.

In this argument there is, I think, a measure of truth
mixed up with some confusion of thought which is likely to
lead to quite a false view of the real problems of planning,
The truth lies in the fact, already noticed, that the lower
the standard of living and the stage of economic develop-
ment reached, the less likely is a plan to break down
because while attempting to produce goods in anticipation
of consumers’ demands it has failed to forecast the nature
of those demands correctly. Such unemployment as arises
from the fact that labour and plant have been devoted to
making the wrong things is more difficult to avoid when
the general standard of living is high enough to permit of
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considerable range and variety in the consumption of
ordinary people, than when the life of the great majority is
still relatively nasty and brutish. It is, therefore, fair to say
that the Russians have an advantage in that they have less
to fear from the effects of misdirected production in causing
a breakdown of their systemn than have their more de-
veloped capitalist neighbours. It may reasonably be as-
sumed that a country which has so thin a network of
railways, so few steel plants, so little soap and so few pencils,
needs all these things so urgently that it really does not very
much matter which of them it works hardest to produce.

It must, however, be borne in mind that this advantage
has no meaning, unless we also assume that the planned
economy feels bound to keep fairly close to the methods of
its unplanned fellows in the matter of regulating production
in accordance with a strict balance of costs and selling
prices. For the only reason why the unplanned economies
get into difficulties is that when they turn cut goods which
nobody will buy at a price considered remunerative by the
sellers, there is in the last resort nothing more to he done
but to shut down production. The planned economy, on
the other hand, with its opportunities of subsidising one
article out of the profits of another, of selling continuously
at a loss here but only at very high profits there, and its
arbitrary methods of reckoning costs, need pot get ioto any
such difficulties in similar circumstances. If the planners
make mistakes exactly like the mistakes of capitalist
producers, and embark on lines of production which are
expected to be profitable but find a disappointing market,
they are by no means obliged to shut up shop unless they
wish. A mistake is, of course, still a mistake, but there is no
necessity for it to reveal itself in the particular form of
unemployment and unused plant. Instead, goods can be
offered below cost to a public which does not consider them
worth the money spent in making them, and the mistake is
paid for in that way, Hence we are only justified in saying
that there will be less unemployment in the planned
economy because there will be less misdirected production,
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provided that we also make the (by no means certain)
assumption that the causal connection betwesn mistaken
forecasts of demand on the one hand, and unemployment
on the other hand, will be the same in that system as in ours.

But to claim that the relatively undeveloped stage of
Russian industry obviates all danger of an over-production
crisis in any more fundamental sense than this, is quite
unjustifiable. As soon as we go beyond the statement that
an undeveloped economy is less likely than one that is
highly specialised to produce the wrong things (for the
simple reason that in the former it is only too clear which
are the right ones), to the assertion, so oftien heard, that an
over-production ¢risis is obviously out of the question in a
couniry where production is so low that there is actually
not enough for all to cat, we slip into the most dangerous
confusion of thought. For a maoment’s reflection will show
that what is commonly called an over-production ¢risis has
very little to do with the level of production. It occurs in
countries with the widest differences in their standards of
living—among the poverty-stricken Japanese as well as
among the (comparatively speaking) solidly comfortable
British and the lordly Amevicans. The so-called over-
production crisis is clearly not a matter of excessive pro-
duction at all, but a breakdown of exchange. There is no
question whatever of the aggregate of production reaching
a level at which all possible desires of comsumers are satis-
fied, so that nothing further is required. What happensin a
crisis is that, for one reason or other, the machinery by
which innumerable specialist producers and sellers nor-
mally exchange their products, to the presumed mutual
advantage of buyer and seller, fails to operate. These
products are, therefore, destroyed in despair, and pro-
duction programmes are cut down for the future.

But the problem of exchanging-—that is, of seliing—
different kinds of goods is inm principle the same whether
those goods are the luxuries of a well-to~do people or the
necessities of a poor one. It is, as we have seen, a littje
more complicated in the former case, but it exists always in
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every coonomic system which has passed the primitive
stage where every individual produces by his personal
activity the actual goods which he himself consumes.
Those who make, and hope to sell, motor-cars must depend
on finding persons who desive to possess motor-cars and
have the wherewithal to pay for them ; but so, equally, do
those who make and scli bread. In both cases the essential
conditions for avoiding so-called over-production are the
same, namely, that there should be persons who wish to
passess the commodities offered for sale, and that these
personsshouldbeinapnsitiontopayfarthcm.'[ﬁeﬁrst
condition is easily enough satisfied, whether we are

of motor-cars or of bread, The second is always the problem.
Essentially it depends upon the income of the prospective
consumers, whether of cars ov of bread ; and this, both in
the planned or unplanned economy, itself depends upon
these consumers having in their tumn contributed or per-
mirted others to contribute to the production of some
other article or service. That is to say, people tan only buy
motor-cars or bread if they have themselves induced some-
body else (in the planned economy, a State trust, and in the
unplanned, an employer or the buying public) to pay
them an income for something which they have done or
permitted to be done. In a powr community it may be
just as difficult to sell even a moderate quantity of hread,
as in a rich one it is sometimes found to scll expensive
motor-cars ; in which event there is just as much an * over-
production ”’ of bread in the former, as of cars in the
latter, case,

In other words, it is well to remember the simple fact that
under all economic systems, at all times, we live only by
taking in one another’s washing. In the present state of the
Russian economy this metaphorical washing consists for
the most part only of the simplest necessities. In the case
of the richer capitalist communities it includes many com-
plicated luxuries. In both worlds there are enormous ranges
of unsatisfied desires. If the Russians want a fuller and more
varied diet, so do many of their fellow proletarians in

Gs .
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capitalist countries ; while millions of the more fortunate
inhabitants of capitalism want longer holidays and more
expensive clothes and more ample living accommodation,
Since, therefore, an over-production crisis does not arise
because of what has been miscalled the “ infernal satia-
bility of buman wants,” the danger of such a crisis exists
both in communities where only the most primitive wants
alone can be satisfied, and in those which attempt to cater
for a greater range and variety of needs, It is perhaps a little
easier for the Russians to determine what their people want
than it is for us ; but the real danger of 2 breakdown occur-
ring because people cannot buy what they want is just as
likely to create an * over-production crisis” in a com-
munity in their stage of development, as in one which bas
reached the highest degree of industrial specialisation ever
yet attained,

If anyone doubts the force of these observations, and is
disposed to believe that over-production is the penalty of
industrial progress, he should study the economic history of
the early years of the New Economic Policy in Russia, he~
fore the beginning of systematic State planning, of which
a useful short account will be found in Mr. Michael Farh-
man’s After Lenin. During the winter of 1923—4 there was
a most serious breakdown of trade, accompanied by severe
unemployment and the accumulation 6f enormous unsale-
able stocks of goods amounting, according to contemporary
estimate, to as much as 40 per cent of the annual output of
industry at the time.! Here we have all the features of a
capitalist crisis occurring in a country in which a large
proportion of the people were nearly starving. Mr. Farb-
man comments on the situation in these terms : * This
catastrophic situation was a erisis of the market. In that
respect it was a capitalist crisis. Every capitalist crisis of this
kind is due to over-production. . . . But one cannot speak
of over-production in a country like Soviét Russia, where
at this time production reached only g0 per cent of the

1 Dobb, Russian Economic Dmlogmt, p. 235- See the whole of that
chapter for a fuller description of the crisis.
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_pre-war level and where the people had been for years dew
prived of goods. The fact that the situation was met by a
cut in prices shows conclusively that it was a crisis not of
over-production but of under-production.”? This distinc-
tion, however, will not stand at all. For Mr. Farbman over-
looks the fact that his diagnosis of the Russian crisis as due
to under. not over-production is equally applicable to any
ordinary capitalist cxisis, In this also, the people, if they
have not been * for years deprived of goods ** which they
were accustomed to consume, are always hungry for more
than they can get. And the capitalist crisis also is commonly
resolved in the end by a cut in prices which finally brings
unsaleable goods within the means of unsatisfied consumners.
Every crisis of over-production may be just as accurately
described as a crisis of under-production as that to which
Mr. Farbman refers in these terms,

VI

The foregoing discussion brings us near to the crucial
question whether there is anything in the nature of the
planned economy itself which is likely to avert the typical
tragi-ridiculous breakdown of capitalism. Are the Russians,
in fact, not so much favoured by incidental policies or ¢ir-
cumstances, as really justified in their claim that planning,
or at any rate wise planning, is the key to perpetual eco-
nomic progress uninterrupted by the miserable and wasteful
stoppages characteristic of our system ?

I do not think it can be denied that a planned economy,
which desired above everything to avoid this particular
form of inefficiency, could do so. If unemployment re-
appears in Russia, this will, indeed, show that the Russians
for their part have not successfully used their plans in this
way. But even this will not do away with what is, I think,
a fact ;: namely, that whereas under the unplanned ¢conomy
the causes and cure of a depression of trade are still some-
what obscure, the planned economy has at least the cure

1 Op. cit., p. 130.



196 THE AGHIEVEMENTS AND POSSIBILITIES OF

within its grasp, even if it may not yet be completely master
of the cause. Let us imagine in concrete terms what mea-
sures a planning authority mght enforce, should it find
unemployment figures creeping up and the products of
socialised industry difficult to sell. It might, for example,
order a general veduction of all prices so as to bring the
unsaleable goods within the means of the buying public.
(This is, incidentally, how, at a much more primitive stage
of planning than the present, the Russians did get out of
the sales crisis of 19234 to which I have just referred.) If
to this it be objected that such a measure would bankrupt
all socialised enterprises, since it would reduce the prices
which they received for their products, without making any
change in their outgoings for wages (their expenditure on
materials would of course benefit by the genexal reduction
of prices), then one or other of two answers is appropriate,
according to the way in which unsaleable commodities may
be supposed to have come into existence, In the one case
these may be the result of improving productivity of labour ;
that is to say, thanks to new methods of production, a given
number of workers are able to produce in an hour what
formerly required perhaps six hours of their labour. This is,
of course, a normal incident of industrial progress. In this
case it is quite obvious that the socialised enterprises can
afford to offer their products at reduced prices without
suffering any loss at all. If for every 100 roubles paid out
in wages they get 600 units of product instead of 100, they
are plainly in a position to cut their sclling prices to one-
sixth of the former level, and live as happily as before ;
while the fall in prices, by enabling workers to buy more
with their wages, raises the standard of living all round. -
In the second case we may suppose that the increasing
product, which it is found impossible to sell, is produced
by new workers who come into the labour market as a rising
population grows to maturity. In this case {(unlike that
described above) there is evidently ne source from which
a higher standard of living for the whole people can be
provided. If the planning authority decides in these
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circumstances to order a general reduction of prices, it must
order also a similar reduction of wages. The effect will be
that everybody will have a smaller money income than be-
fore, but, owing to the reduction of prices, everybody will
find that that income goes just as far as ever. Nothing has
happened except that by the cut in nominal money incomes
the necessary funds have been found to pay the wages of
the additional workers who seek employment. An alter-
native and perhaps simpler way of achieving exactly the
same result would be to leave prices and wages unchanged
and simply to issue fresh money for the wages of the addi-
tional workers, In that way the new population would be
provided with new money to spend, which money wauld
make a market for the goods produced by that same
population, : ‘

If these examples appear somewhat academic, we may
illustrate the position still more concretely if we suppose
that a planning authority finds itself faced with growing
figures of general unemployment in different parts of the
country—let us say, particularly in Moscow, Leningrad
and the new cities of the Uraly, but in considerable degree
throughout the country, The immediate necessity is to find
something that these workers ¢an do. Now, as we have seen,
there are always in any community a vast number of things
which it would be in some degree useful to have done, The
planners have therefore to incorporate into an emergency
plan an appropriate selection from the list of things the
doing of which they, at least, consider would be beneficial
to the community. They may decide to open up a big
timber-cutting programme in Siheria with a view to pro-
viding materials for rebuilding thousands of peasants’
houses, No matter how high a level the standard of living
may have reached, there will always be plenty of people
who would be glad to bhave new and more commodious
dwellings, if these are provided free or at a low enough
price. Or, if a big proportion of the unemployed are textile
workers, the planners may decide on a scheme for weaving
the cloth for vast numbers of new shirts. Or, should there
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be many rubber workers amongst the unemployed, why
not take the opportunity to throw away all the doubtful
tyres that might otherwise have been made to last another
year, or set about satisfying the colossal appetite of the
Russian people for snowboots ? Merely to think of jobs that
need doing is easy enough either in Russia or in any other
country.

And what is the next step ? As these plans are prepared,
means must be found for carrying them out. Materials must
be bought from existing socialised industries or from abroad,
and money must be found to pay the wages of the ex-
unemployed workers while they are engaged on these new
emergency plans. These funds, whatever the financial device
employed, can, in the first instance, only be got in one way,
that is, out of the pockets of the rest of the community.
Under every system those who are at work, or are able to
draw a profit from industry, have to find the keep of those
who are contributing nothing to the output of agriculture
or industry, whether they do this by payment of rates or
taxes, by insurance contributions, or by sparing something
from their wages to help a relative or friend who it out of
work, If the unemployed are kept on the lowest possible
standard of living, and not given anything whatever to do,
as in capitalist countries, the drain on the employed is kept
down to a minimum, If, on the other hand, under a planned
system the unemployed are reabsorbed by new emergency
plans, and paid wages just like everybody else, theé tax on
the rest of the community will be greater for the time being.
More will be needed for maintenance and something also
for materials. The first consequence of reabsorbing the
unemployed by planning will thus be that everybody will
be at work again, but that everybody will also have suffered
a reduction in his standard of living. o

-What happens next depends on the circumstances in
which the unemployment arose. If the country is ill sup-
plied with raw materials and food-stuffs, and has no easy
access to foreign markets, this reduction in the standard of
living may be indefinitely prolonged. It may be necessary
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to bring the coal or the timber required for the new plans
from distant parts of the country, or to attempt to produce
cotton or rubber in arcas in which these do not casily thrive,
or, alternatively, to export food-stuffs formerly consumed
at home in order to acquire foreign currency with which to
Pay for the import of these materjals from abroad. In these
circumstances, although the workers formerly unemployed
will actually be at work, they will still, in a sense, be living
at the expense of the rest of the community, whose incomes
or rations have been reduced in order that there may be
sufficient surplus left over to keep the ex-unemployed and
supply them with plant and materials ; or, to express the
matter more accurately, if the ex-unemployed are not
exactly living at the expense of their fellows, it is strictly
true that the community is better off without, than with,
the presence of members whose hands put in less than their
mouths take out of the common stock,

This lamentable situation, however, clearly only arises in
a country which is over-populated in relation to the re-
sources from which it can maintain its people. In a com-
munity in which the scientist’s skill in making more and
more out of less and less keeps ahead of the growth of
population, any reduction in the standard of living caused
by the necessity of reabsorbing unemployed workers need
only be quite a temporary affair. For the unemployed, as
they get to work on the emergency plans, will presently be
supporting themselves just as much as are any other mem-
bers of the public. This will immediately become clear if
we make the rather artificial assumption that these ex-
unemployed become a sort of closed community, buying
and selling the products of each other’s labour, and yet not
having any economic contact with the rest of the country.
In these circumstances it is obvious that if some are engaged
on building, others on food production, others on textile
and clothing manufacture and so on, the members of this
community will be, collectively, maintaining themselves ; and
their comrades, who had previously to contribute to their
support, will now be relieved from the necessity of so doing.
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‘This last assumption looks distinctly less artificial when
we realise that, on a very small scale, an unplanned eco-
nomy sometimes tries to meet the problem of unemploy-
ment in exactly this way. In our own country, for example,
centres are provided where unemployed workers may per-
form small productive services for one another, such as
mending boots or making furniture ; but on no account
must they sell the products of their labour in the outside
market, on pain of provoking a first-class row with the trade
union organisations that cater for their employed colleagues
(and not, indeed, with them alone), Thus the capitalist
community accepts the fact that the productive labours of
unemployed persons are virtuous and useful as long as they
minister only to such consumers as also happen to be un-
employed, but brands them as wicked and anti-social if
those products are offered for sale to the public at large.
Now this is hardly a very logical attitude, since the same
reasoning that proves that it is wrong for me to have my
boots mended at an unemployed centre, on the ground that
this will damage the interests of those engaged in the regular
trade of shoe-repairing, also proves that it would be wrong
for me to offer an unemployed worker a regular job in my
shoe-repairing firm ; since this also, by increasing the sup-
ply of workers in the industry, is prejudicial to the interest
of those already there.} And the illogicality reaches a superb
level when we are told that, while men at the centres * had
given their word of honour not to sell any article they
made ”* and were mending or making things for their own

1 There s, of course, 1 distinction in that the worker at the unetnployed
crntre is more than likely to do the job for less than the trade union
rate, whereas in a strong will not be permiteed

wade he
to undercuk in this wa ?hempurcg\duemploymmt but it i
mumthaltheunm);nenmelfﬁxedon}y the resul dahrg:m

b:mumku:mdmplummw the e powaﬁ:lﬁm
o the workers' side is that their aumbers should be as as possible
in relation o the demand for their services ; 3o that every addiconal
wkerwlmcomcsmmlhcindmnynlmammthe security of the
union rawe and the interests of those alresdy employed there—a fact

that is fully appreciated by those unioos wiich, 1o am sttitude more
logmldnnthatdmnbedmtbcmmmtohmtbemhﬂ!
of waorkers qualificd to enter their particular rade.
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homes or for the centre, * nevertheless, they might give
them away.”? '

For the explanation of this illogicality we have to look to
the persistent disruptive force inherent in the unplanned
econorny which was discussed at the end of the preceding
chapter, A capitalist community dare not permit the public
authorities to step in when there is unemployment, and
arrange plans for setting the unempiloyed to productive
labour and selling the resulting products on the market in
the ordinary way, simply because the additional output of
the unemployed workers (Jet us suppose that it consists
largely of boots) will bring down prices and so diminish the
profits, perhaps even turning these into Josses, of those
already engaged in the boot industry. True, these reduced
prices will be very nice for consumers of footwear who, if
they do not buy more shoes, can now afford to spend a little
more on other things. But this is of no interest whatever
to the bootmakers in an unplanned ecomomy who are
interested only in the takings of their particular indus-
try. The fact that when I can buy a pair of shoes for
5. 11d. instead of 105, 11d. I take the opportunity also to
buy stockings to match, leaves the bootmakers quite un-
moved unless they happen also to have money in a hosiery
business,

But it is otherwise with a planned economy, in which all
industry is in social ownership., Under such a system the
planners can offset the losses of one industry against the
profits of another. They know that what they lose upon the
roundabouts they—that is, the public, whether this is in
truth the whole community or a favoured class, on whose
behalf they act—are bound to gain upon the swings. The
economics of the planned community are, in fact, just like
those of the unemployment centre writ enormously much
larger, In the centre there is no question but that it is more
" to the advantage of all that John Jones should repair Tom

¥ According to the statement of the secretary of one of the centres,
ay summarised by the Manchesy Guardion®s London corvespondent in
the issue of June 16, 1933
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Smith’s boots, while Tom Smith makes a go-cart for John
Jones’s baby, than that they both should be at the street
corner doing nothing at all. The difference is that, while in
the centre this kind of small interchange of services may be
organised directly on a barter basis, in a large planned
economy money will, at any rate at the present stage of
economic development, be used as an intermediary, But
this does not obscure the essential similarity between the
two cases. A planning authority, with full contol over all
prices and wages, can raise the price of this and lower the
price of that so as to keep any plan going ; provided only
that it does not price the total output of industry at a figure
higher than the aggregate of the incomes of the people who
are to buy that output ; in which case theve must obviously
beablmkdownmamatmofﬁmpleaﬁmmeﬁc.m
capitalist cormmunity gets into an impasse because the prices
atwh:chnnmdmtrymscumgmtk,andthcm
incurred in making those goods, are not, except in a very
limited degree, within the control of the same authority ;
and the prices and costs of industry as a whole are, of
course, never considered together by any authority what-
ever. Consequently indusiries may be bankrupted becanse
their selling prices fall so low that they do not cover costs of
manufacrure, or, alternatively, goods may be priced so high
in relation to the level of incomes that they are out of
the reach of the comsumers who are intended w0 buy
them,

But a planned society which got into any of these diffi-
enlties would have only itself 1w blame. For whereas, in the
unplanned society, prices of all kinds must for the most
part be taken as independent variables, under a planned
system they may be manipuiated by the planners them-
schves to suit the convenience of their schemes. Under an
unplanned economy, movemnents of price, and the responses
of individuals to these, are themsclves the forces which
direct the country’s indusary here or there, open up this
enterprise and close that down. Under the planned systema
these movements are merely the tools by which industry
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may be directed into the channels along which the plans
intend that it should go.

Vi

‘This is not to say, of course, that it is impasnible that there
should be unemployment in a planned economy. The up-
shot of the foregoing argument merely amounts to this :
If the authorities controlling a planned economy consider
it more important than anything else that everybody should
be found a job, and that all the stuff that is produced for
sale to the public should be promptly consumed, then there
is no reason why they should not get very near to achieving
this aim_ This does, I think, amount to saying that planning
is itself a powerful lever for doing away with the particular
form of uncmployment crisis which besets the capitalist
world of 1o-day : that s to say, prolonged uncmployment
which, though more severe in some trades than others, is
yet so nearly universal as to raise the unemployment figure
above the normal average in practically every single occo-
pation, and whick is accompanied by closing down of
plants and congestion of markets with unsaleable goods.
But it remains true, of course, that this unemployment will
only be eliminated if the authorities are prompt in putting
forward supplementary schemes, as soon as it becomes clear
that those already in progress will not provide full accupa-
tion for the people ; if, that is to say, they are quick to
subsidise industries which are unable to maintain their
volume of output and still show a profit on the basis of the
current methods of calculating this ; or if they prompily
order & reduction in the wages of the workers employed or
cut the prices charged for the materials used in such
industries, or open up new enterprises which will take the
place of those that are not able to show good returns, and
will provide fresh jobs for the nising generation, The mese
fact that a plan has been made will not, of itself, in a chang-
ing world of fallible people, ¢liminate gnemployment once
and for all without more ado. A planning authority muss
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be continuvally revising and adapting and extending its
plans in order to make good its own mistakes and to
meet the needs of new situations. If it sits still and does
nothing, it will be faced with exactly the same situation
as the Government of an.unplanned economy which
sits still and does pothing, or next to nothing, to find em.
ployment for those to whom private industry offers no
place.

The true difference between the two types of organisation
is that the capitalist Government, except so far as it can
Initiate a few schemes of public works the products of which
are not offered on any commercial market, is compelled 1o sit
still and do nothing, because, if it should go further than
this, its efforts to restart industry that has stopped will
have the effect of stopping such industry as is already going ;
whereas the controllers of a socialised system, if they set
additional plans afoot in order to absorb unemployed
labour, are merely extending the existing system of industry,
instead of establishing a rival one which cannot work
harmoniously with that already in operation.

Further, unemployment cannot, of course, be avoided
under a planned system, unless workers who expect to have,
or have had, employment in one industry can be easily
drafted to another. This is merely a particular case illus-
trating the general principle that planning is impossible
unless the men and women on whom it falls to carry out
the plan can be induced to do what is expected of them.
Unemployment, unused plant, unsaleable goods, are all
merely outward and visible signs of the failure of exist
ing plans to meet the situations that have in fact arisen.
If these mishaps are to be set right by revised and sup-
plementary plans, the authorities cannot afford to be ten-
der towards any such feelings among unemployed workers
as that, if a man has once been employed as a miner, and if
in the original plan mining was to have been his job, it is
unreasonable to expect him to take to timber-cutting or
navvy work, should the revised plans provide for less coal
production and more road-making or timber-production.
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In short, either by the use of economic inducements or by
some such powers as those described in Chapter II, the
planners must have effective control over the distribution
of Jabour,t

In this matter the governors of a planned system are, of
cowrse, bound, as much as anybuwldy else, by the simple
limitation that it is impossible to make people do things
which they are not mentally or physically capable of doing,
In this limitation lies perbaps the most likely cause of
unemployment under an intelligently planned economy.
If the authorities propose, either in the first edition of a
plan, or in a revised version prepared on account of
unexpected developments, to diminish the importance of
one industry in the pational economy—let us say soap-
making—and to expand anothcr—-say cotton planting—it
may be that a large proportion of the scap-makers are
really quite unsuited to work in the cotton-ficlds. In these
circumstances the authorities may think it really not worth
while to find alternative jobs for the former soap-makers,
They may feel that these workers are highly specialised
people who cannot make any contribution to the national
output, otherwise than in the form of soap, that would be
worth the trouble of organising ; and that additional
supplies of soap are not worth the cost of the necessary
materials. They will then forbid the soap trusts to take on
fresh workers, and will permit unemployment to occur in
this industry until such time as the natural wastage by
death and retirement brings the number of soap-makers
down to the required level,

A planning authority which acted in this way would, of
course, have quite definitely abandoned the view to which
we have been assuming that it would adhere, namely, that
the first and most important object of all plans is to find
some job for everybody to do. It might, perhaps, reason~
ably discard this opinion on occasion, particularly in
circumstances such as those just described. But, of course,
nobody supposes that planning will automatically eliminate

1 See also below, pp. 329 ff.



206 THE ACHIEVEMENTS AND POSSIBILITIES OF

unemployment, if those responsible for the plans take the
view that other things are more important than finding tasks
for all to do. What we are, I think, justified in concluding is
that the powers which planning confers do offer a most
powerful weapon against prolonged and general unemploy-
ment in the hands of any authority which has a reasonable
amount of courage and enterprise, and which desires to
use that weapon.

This does not, alas ! imply that a planned economy
which made full use of this weapon could claim to be 100
per cent efficient according to our definition of economic
efficiency. It is clear that a plan which was intended to do
so could find something for pretty well everybody to do,
But full economic efficiency is attained, not where every-
body does something, but where each of us does the job the
doing of which gives a more useful result than any other
alterpative job that we could do ; where nothing is done
which does not more than repay the effort required for its
doing ; and where nothing is left undone the doing of which
would repay such efforts—all of which is an altogether
different story.

The whole argument of this book goes to show, however,
that in practice this standard of economic efficiency is
something of a will-o’-the-wisp ; and that this is true both
of a planned and of an unplanned economy. At the one end
of the scale everybody realises that to set people to dig holes
and fill them up again is a wasteful and futile proceeding.
It is a work which has no utility at all. Ts set people to dig
holes without filling them up again, where these holes may
conceivably one day be wanted to interrupt the progress
of a forest fire, should such a fire ever take place, is a
proceeding which is, in a small degree, less wasteful and
futile. To set people to dig a trench in order to divert a
river which overflows its banks every spring is decidedly
more useful. To set people to dig the foundations of a factory
in which cosmetics will be produced is—who is to say how
useful ? Everything depends upon the view taken of the
place of cosmetics in the scheme of things and upon the
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existing supply of these articles, The truth of the matter is
that in any complex and specialised society it is extresmely
difficult to say which of us is in effect digging holes and
filling them up again, and therefore living on his fellows,
and which of us is doing work that may justly be said to
earn his keep. The unplanned economy, with its elaborate
apparatus for measuring costs and utilities, professes to
have devised an instrument which will accurately detect
these differences. But when allowance has been made for
all the qualifications discussed in Chapter III, we may be
pardoned if we adopt a decidedly sceptical attitude towards
the practical value of any results obtained by the use of
that apparatus.

And there is this, further, to be added : if we abandon
in despair the attempt accurately to measure the worth.
whileness of different kinds of work, we are still left with the
basic fact that where costs have to be incurred in any case,
it is better to get some result from them, however trifling,
rather than none. When it is said that economic efficiency
requires that work ought not to be done unless the results
Jjustify the costs, it is assumed, of course, that if there are no
results, there will also be no costs, Thus if, for example, it is
held that the further production of stockings would not
Justify the wages that would have to be paid to all associated,
directly or indirectly, with the making of stockings, then
in the inference that those stockings cught not to be made
there is also implied the principle : no stockings, no wages.
It is an essential implication that the potential stocking-
makers would be more usefully employed in some other
way on work the result of which, unlike the manufacture
of stockings, would justify the cost of their keep.

In practice, however, we know that this assumption is
quite unreal in any society which has not succeeded in
providing full employment for its people. The practical
issue is not between making stockings and making, let us
say, handkerchicfs, but between making stockings and
doing nothing at all. And since the majority of unemployed
persons do not literally starve in any community, whether or
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no there is organised public provision for them, it is falla-
cious to argue as though the cost of keeping them disap~
pears when they cease to be employed. That cost is no doubt
diminished, in so far as unemployed persons scrape along
on a much lower standard of living than they attain when
in work ; but it cannot disappear. Hence, even though in a
perfectly efficient society there would be nobody doing
work that did not fully justify its cost, it is ridiculous to rush
to the conclusion that, in the imperfect worlds that we
know, 2 man ought to do nothing at all rather than be
employed on work which, it is suspected, is not valuable
enough fully to compensate for the cost of his maintenance.
If he can produce anything which has any utility at all, he
is contributing something to the cost of his maintenance ;
for all the crazy economics of an individualist system cannot
do away with the ultimate truth that half a loaf is better
than no bread. That my work should fully justify the cost of
my keep is economic efficiency of 100 per cent; that it
should justify an outlay equivalent only to 10 per cent of my
keep represents a higher standard of efficiency than that
1 should produce nothing whatever towards the said keep.
When these two factors—the difficulty of deciding when
we are merely digging holes and filling them up again, and
the ancient truth that something is better than nothing—
are weighed against the human miseries of involuntary
idleness, we have, 1 think, very good grounds for reckoning
the superior ability of a planned system to eliminate pro-
longed and general unemployment as a big item to its
credit in contrast with the unplanned type of economy ;
even if we frankly admit that under a planned economy
unemployment may often be avoided by people being set
to do jobs which only doubtfully justify the cost of doing
them ; because the planners, in their wisdom, have not
carrectly discerned just what is worth doing and what is
not. For what counts first for a man’s personal happiness
and self-respect is that he should have a job of some kind.
Only a minority, I think we may safely say, go on to ask
whether the job that they have is a job worth doing ;
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wherein, if the argument of this book is well founded, the
majority are wise, since there is no certain answer to the
question. And few even of those who believe their jobs not
to be worth doing would not count themselves happier
far than those who can find no job at all, So the clerk
with a bowler hat and an nmbrella, who gocs every day to
keep the books of a firm manufacturing an at best entirely
useless patent medicine, is an entirely different creature,
alert and self-respecting, from the dispirited crowd of his
fellows whom he sees waiting outside the employment
exchange, Nobody thinks of him as a social problem ; and
yet who is prepared to say that he is an economically more
valuable member of society than any of these others, or that
his work is to be preferred to that of digging a hole and
filling it up again ?
vIII

1f, then, we are to conclude that a planned economy has
a considerable power to prevent disastrous unemployment,
even though it may not at the same time achieve perfect
economic efficiency, or indeed anything approaching that
standard, can we also say that that type of economic
systemn will be immune from those further blemishes which
were suggested in the last chapter as important factors in the
typical capitalist crisis ? In particular, if it is true that the
unplanned economy sometimes comes to grief through the
imperfections of its monetary system, is there any reason to
suppose that the mere fact of planning would do away with
this danger ?

In so far as monetary systems go wrong hecause nobody
knows what sound money really is, we have to admit that
the planned and the unplanned economy are in the same
boat. There is nothing in the mere fact of planning which
will provide the answer to unsolved riddles. And so far as
actual practical experiment goes I think we have also to
admit that on this subject there is as yet very little to be
learnt from the experience of the Russians. The continual
changes in Soviet monetary and credit policy (by no means
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alwaysmmxda»mmthprmmplan) appear to be
dictated solely by day to day necessities. A good example of
this opportunism is afforded by the practice, already
described, of embarking upon an inflation and then
nullifying most of the consequences which alone make
inflation any use. Indeed I think we may say that, beyond
the hope that they will before long be able to dispense with
money altogether, the Russians bave not troubled to
formulate any reasoned monetary policy.

At the same time it is indisputable that a planned
economy is in a much stronger position than one regulated
by the price mechanism to make use of such glimmerings of
light as we already enjoy on the subject of what money
ought to be and do. If, for example, those criticisins of
existing monetary systems which were discussed in the last
chapter have any validity, planning would certainly go
a long way to meet them. If it is true that under any kind
of system in which people still bave money to spend in
shops, the problems of marketing would be greatly simplified
if some stable relation were maintained between the amount
of money put into their pockets for this purpose and the
supplies of goods displayed for them to buy, then the
planned economy has an evident advantage in that the
authorities have knowledge of, and, indeed, control over,
the quantities involved on both sides of this equation. An
unplanned system is both much less well informed and
much more at the mercy of circumstance. 1t is true, indeed,
that the issue of moncy, in the strict sense of legal tender
cash, is practically everywhere regulated by law; and
that control over credit policy is in some degree! exercised
by a central bank or banks acting in fairly close contact with
the Government. But there can be no similar centralised
knowledge of, and control over, the production of goods,
where the regulation of this is simply left to the responses
of individuals to price movements.

Again, it was suggested that the unplanned economy gets

1 Not, howewer, necesarily 4 very large degree, ss witness the Ameri-
¢an hntauhadlm
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into a mess because it fails accurately to match up the
amount that is saved with the total that is actually used in
the creation of new capital resources.* The main reason for
this lay, we found, in the fact that investment is controlled
by one set of forces and saving by another ; that investment
is governed closely by the expectation of profit, whereas
saving is largely a matter of habit, A planning authority
which decides just how much is to be saved and just how
these sums are to be used in setting new construction going,
has, at least, not the excuse of ignorance if the two figures
do not square, '

It is true, of course, that all mistakes are not due to
ignorance or to errors in arithmetic, and it is accordingly
possible that, notwithstanding its superior knowledge and
powers of control, a planned economy might be tempted
to err in one at least of the directions along which unplanned
systems are suspected of travelling to their ruin. It might,
in faet, succumb to the temptation to allow investment to
outstrip savings ; to set works afoot for which it has not, in
plain terms, provided the money ; thus bringing about a
state of affairs stricilly parallel to that which arises in
capitalistic socicties, when new investments are undertaken
by people who borrow through banks money that nebody
else has saved, and so direct production into lines in
which, as it turns out afterwards, there is no real demand
for it. In the capitalist society this happens, generally
speaking, simply because nobody bothers to see whether
anyone is willing to save sufficient funds from his personal
consumption to reimburse the enterprising investor who has
decided to engage workers on erecting new factories, In
a planned economy the same thing might occur because
saving, whether collectively or individually performed, is on
the whole an unpleasant process except for those who are
constitutionally misers (and these probably derive only a
morbid pleasure from what is really suffering), and the
planners may not be strong-minded enough to ask the
public to perform as much of it as their plans require. This

1 Sece p. 140
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is, in effect, simply to admit the possibility already conceded
that a planning authority which is inclined to be faint-
hearted, or which has made a mistake and wants to cover
it up, may have recourse to the old-fashioned method of
trying to eat one’s cake and save it, which is called by the
name of inflation.

It is, however, worth adding that the opposite error—
that of permitting investment to fall short of savings, which
it has been suggested may be a serious aggravation of
a capitalist depression—is much less likely to occur in a
planned system, For in such a system saving is effected, in
the main, by socialist accumulation, that is, by setting aside
sums out of the proceeds of the various socialised industrial
enterprises, instead of by distributing money to individuals
and then trying to persuade them not to spend it. And it is
difficult to conceive any motive that would induce the
managers of socialised enterprises to set aside reserve
accumulations if they had no use to make of these reserves
themselves, and if the superior planning authorities who
controlled their price and production programmes did not
want these funds for other purposes. If indeed, the authori-
ties should on occasion take fright at the scale of their own
plans (which is conceivable) and fall victims to something
analogous to the investment phobias which bring capitalist
communities to a periodical standstill, it is hardly credible
that they would not simultanecusly cut down the pro.
gramme of accumulations which was originally intended to -
finance the investment that they have now decided to -
abandon ; or that the industries which bave to make these
accumulations would raise objection to such a change,
since a corporation which cannot itsell use its surplus
funds, and is not permitted to hand them over to others to
use on its behalf, is bardly likely to suffer from either the
blind habitual, or the usurious, type of saving-mania mani~
fested by nervous or greedy individuals. :

In other words, it is impossible to imagine that the
actual hoarding of purchasing power which is neither spent
on the current needs of its owner, nor invested by him in
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some new productive enterprise, could occur in a socialised
economy as it does in ours. In an unplanned system, people
hoard money which they think it extravagant to spend
because they fear that the need for it will be greater at a
later date, and also money which they would like to
invest but for which they cannot find any investment which
they regard as both sufficiently safe and sufficiently re-
munerative. In a socialised system, in which the oppor-
tunities of investment by individuals are negligible, the
second of these grounds of hoarding disappears. The first, it
1§ true, remains, for we should hardly all rush to spend all
our money the very moment that it was paid to us, keeping
nothing in hand for future contingencies, We would still
wish to lay by for a rainy, or a wedding, day. But the
proportion of the money issued that would be hoarded in
this way, would, except in periods when political condi-
tions were extremely unstable, and people were afraid
that the world was going to fall about their ears in some
war or revolution, be reasonably constant, It would cer-
tainly be liable to far less violent fluctuations than is
hoarding, the amount of which is influenced not only by
these factors but, in addition, by anything so wildly irra-
tional and so much at the mercy of crowd emotion as the
public’s ideas about the prospects of investment.

Nor, I think, need we be long detained by the question
whether the success of a planned economy is likely to he
imperilled by the kind of obstacle which we have described
as the “rigidities” of the older unplanned systems,
Ohvmusly these matters appear in a very different light in
a society in which wages and profits are authoritatively
regulated. For, whereas, in a system which is dependent on
the responses of individuals to price movements, deliberate
control of prices or wages by law or custom appears as an
external force, running counter to the normal working of
the system, in a planned economy, on the other hand, such
control is part of the system itself. This does not of course
relieve the planning authority from the necessity of making
sure that one part of the plan is consistent with another ;
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that wages are not fixed, for example, on principles which
will upset such distribution of labour between various
jobs as may bhe called for by the production plans. Rather
does it imply that the special problems associated with the
rigidities of an unplanned system, which is subject to a
certain measure of State interferemce, do not arise in a
planned economy, except as part of the general conditions
within which alone successful planning is possible.

iIX

Finally we have to ask whether a planned economy, in
addition to any power that it may bave of avoiding the
typical capitalist crisis, can also claim immunity from the
centrifugal force which, we have suggested, is the funda.
mental menace to the efficiency of the price economy.
Here it bas to be admitted that neither in the Russian sys-
tem, nor, I think, in any alternative planned system which
is likely to be workable within a future near enough to be
worth visualising, can this unfortunate influence be wholly
eliminated. We have seen that the Russians still rely in
considerable measure on something not very difierent from
our price mechanisin as the instrument by which the dis-
tribution of labour is effected in accordance with the plans.
They still tempt people to become specialists and experts
and teachers by offering them economic and social ad-
vantages not enjoyed by the mass of those who are content
to rub along in jobs where little skill or respensibility is
called for. But, so long as these methods are employed, it
must remain true that it is to the advantage of any particu-
lar group of workers that their labour should be as scarce
as possible in relation to the demand for it offered by the
various socialised enterpriscs. We are back in the old posi-
tion in which it is to everybody's interest that there should
be an abundant supply of workers, all of them doing as
muchk work as possible for as hittle moncy as possible in
every occupation but his own, where, of course, the exact
ppposite should hold good. If it is the shortage of specialists
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which causes their relatively high pay, then the specialists
have an immediate inducement to see that on no account
does their wisdom become as common as mustard. This
much cannot be denied,

On the other hand, the Russians seek, as we have seen,1
to check these insidious influences by attempting to create
a public opinion which frowns upon acquisitiveness,
and which upholds everywhere and at all times =zeal
for the success of the plans, This is doubtless much assis-
ted by the emphasis also laid on the violent hostility
towards the Bolsheviks with which the rest of the world is
credited ; for it does not take any very profound knowledge
of psychology to perceive that nothing so readily calls
forth devotion to a common cause as fear of a common
enemy.

Further, groups of workers certainly have less power to
exploit their own sectional interests at the expense of the
community as a whole in a planned system than under one
regulated by the price mechanism, even though they may
have something of the same inducernents to try to do so.
For, in the first place, the fact that workers are faced with
what is practically equivalent to a single monopolistic
employer must greatly weaken their bargaining power in
the actual fixation of wages. Nominally rates are fixed in
Russia by collective agreement between trade unions re-
presenting the workers and representatives of the appro«
priate industrial combination or trust, after a fashion
which, on paper, looks much like the system of collective

aining in use in unplanned economies. Actually, how-
ever, the freedom of this bargain is closely restricted by the
obligation laid upon the trust or other enterprise not %o
* depart from the limits upon wages and hours of labour
which are specified in the planned Control Figures for the
given branch of industry or trade "% ; while, in addition, if

i See p. 78,

 Hoover, Economic Life of Secist Russia, p. 278, The control fi
are the estimates of the plan sy vevised from time to time in the light
of later experience.
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the plan has provided for an increase in the productivity of
labour, any advance in wages may be made contingent upon
this being realised. Nor has the worker the same power of
extorting higher wages by threatening to go elsewhere as
{when he is lucky) he has in an unplanned system. For the
various socialised enterprises in any industry are naturally
not permitted to compete against one another in anything
except quality and quantity of performance, It would cer-
tainly be literally as much as a manager's life was worth to
attempt to steal workers away from some neighbouring
plant by the offer of better wages and conditions. Yet some
such measure of competition between employers is a neces~
sary essential if workers whose labour is particularly much
needed are to extract the most out of that need.

And, second, the authorities have in the background the
methods, already described,? of controlling the distribution
of labour by direct order, instead of by attempting to lure
warkers by the attractiveness of the prospects offered into
the jobs which they are wanted to perform. If a group
should attempt to stand out for terms which were held to
be unreasonably high, I think we may be sure that the
authorities would have little hesitation in bringing these
powers into play. And it must not be forgotten that the
criminal code of the Russian, and I believe also of the other
federated Soviet Republics, provides that counter-revolu-
tionary activity and sabetage—terms which are susceptible
of very elastic interpretation—are offences punishable in
extreme cases with death,

Although, therefore, it remains true that in any economic
system in which rates of pay are employed as a means of
controlling the distribution of labour supply, what we have
called the characteristic centrifugal force of an unplanned
economy is not wholly eliminated ; yet in the present
Russian system at least, those who might be tempted
to yield to that force are likely to be in large degree
restrained by equally powerful inducements of an opposite
kind, '

1 See pp. 79 .



A PLANNED ECONOMY 217

And, what is indeed more important still, a planned econ-
omy canat leastrestrict theinfluence of this potential conflict
between theinterests of theoneand the many to the sphereof.
activity of those who are to carry out, as distinct from that
of those who frame, the programmes of economic activity. S¢
far as industry at least is concerned the Russians can claim
that, while this conflict may impede the execution, it cannot
affect the content of their plans ; though they cannot yet
say the same for agriculture whether conducted by col.
lective or individual farms, The social ownership of all the
instruments of industrial production secures that these who
make the major decisions of economic policy—who settle
what is to be produced and where and by what methods-—
are immune in the making of these decisions from this dis-
integrating influence, They may not, indeed, be persons
inspired solely with a single-minded zeal for the public
welfare ; they may be open to corruption, or their decisions
may be affected by such irrelevancies ag a desire to secure
a large place in any new schemes for the particular locality
in which they themselves were born, or to find jobs for the
meinbers of their own national minority ; but they are at
Ieast exempt from the temptation, which is the despair of
capitalism, to frame plans according to which the industry
with which they are personally concerned will deliver as
little product as possible in exchange for as much money,
that is for as large a slice of the product of other industries,
as possible, Because the remuneration of the planners, or
managers, does not vary directly with the margin of profit
of any industry for which they have responsibility, this
temptation has no meaning for them,

And it must be remembered that this is true not only of
those who prepare plans in the secret councils of the State

" Planning Commission, or even in the directives of great
nation-wide corporations, but also of the fay more numerous
managers in charge of individual plants. The plan may in-
deed require that the Unjon Steel Combination, for ex-
ample, must show a surplus of returns over expenses ; and
even that every single plant controlled by the Combination
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must also show a profit on its working. The meaning of
such a requirement may, as we have seen,? be almost any-
.thing, according to the actual methods of accounting which
happen to be employed. It is just a way of securing that the
production of steel (or of any other commodity) shall be
carried up to a point which the planners have decided,
upon grounds of their own, is proper in relation to their
programmes for other industries; whether in fact the
method of calculating profit corresponds closely to that
which a capitalist concern would employ {in which case
the planners would happen to have decided to assign to
steel production roughly the same share in the national out-
put as it would have absorbed in an unplanned system),
or whether the profit is calculated in such a way that an
enterprise which would be bankrupt under capitalism is
made to show a handsorme profit (in which case the planners
are giving the steel industry a bigger showing than our
price mechanism would permit}. But this mquiremcnt that
a paper profit be shown as planned, whatever its meaning
in a particular instance, in no way lays the manager of a
socialised enterprise open to such unfortunate tempations
as normally dictate the policy of the proprietar, or manager
acting for the proprictors, of a capitalist enterprise. For, in
the first place, the manager in the planned economy, though
he is expected to fulfil his financial programme, and may,
indeed, be rewarded, if he improves upon this by intro.
ducing new technical methods or changes in factory or-
ganisation which have the effect of increasing the rate of
output from his factory, has no power of increasing the
profits of his business in any other way ; since he docs not
control his own selling or buying prices, or, within the
narrowest limits, the rates of wages which he must pay. He
cannot, therefore, attempt to swell his profits by robbing the
public or sweating his workers. And, in the second place,
he would have no inducement to behave like this even if
he were in a position to do $0, since he knows very well that
any extra profits realised by his business are not destined
1 See pp. 83 .
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for his personal pocket, and that short shrift awaits any-
body in a responsible position in the Soviet Union who is
suspected of activities that imperil the success of the plan
as a whole,

X

The Russian®planned economy, then, cannot indeed
claim, during its brief and chequered career, to have
offered those who live under it anything approaching the
standard of living that is enjoyed by all but the most un»
fortunate who live under capitalism. On the other hand, it
has stuck to the principle of distributing what there is to
distribute in much less unequal fashion than do the more
developed capitalist communities ; and it has, in some de.
gree, attempted to make up for the immediate lack of
articles for personal use, by offering for collective enjoy-
ment the homes and treasures of unsurpassed magnificence
which it has expropriated from Tsars and princes and
merchants of fabulous wealth. It can offer no convincing
cvidence that the major economic decisions which it makes
are necessarily those which considerations of truze economic
efficiency would dictate ; and it has very little use for the
e¢laborate mechanism which unplanned economies employ
to guide them in this matter. But it is full of hope for the
future. Particularly does it claim that it has nothing to fear
from the so-called over-production bogey of capitalism, and
that its success in eliminating unemployment, at least during
the busiest years of the first plan, has not been due to any
incidental policy such as concealed inflation, or to any pas-
sing economic advantage such as the relatively primitive
stage of economic development of the country in which it
operates, but to the very nature of the planned economy
itself. This claim we found to be by no means without sub-
stance, since an analysis of the working of a planned
cconomy suggests that it is quite within the competence of
the authorities controlling such a system to eliminate our
kind of unemployment if they think that that is their first
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and most important job ; although thix is not to say that
in so doing they will thereby sacisfy the very elusive de-
mands of cconomic cfficiency to the measure of one hun-
dred per cent. And, finally, we found that the potential
efficiency of an unplanned economy of the Russian type
is greatly increased by the fact that those conflicts of parts
with the whole which pervade the whole structure of our
systern can be confined within a reatively restricted sphere,
while drastic measures are taken to render them com-
paratively innocunous in those matters from which their in.
flucnce has not been entirely eliminated.



CHAPTER V
WHAT NEXT?

X

We save now reviewed the structure, the achieves
ments and something of the potentialities of the two cone
trasted types of economic system under which the world’s
business is conducted. This brings us face to face with the
exciting question : What are going t be the future develop-
ments of these systems, and what will be their relations to
each other ? The answer to that question will shape the
framework of the daily lives of millions.

That answer cannot, however, be sought in economic
terms alone, For at this stage we have to widen our horizon
and take account of the fact, hitherto almost completely
ignored, that each of these economic systems is intimately
connected also with a particular type of social, or class,
structure. In the capitalist countries that social structure
has not, in the main, been created as the result of deliberate
choice ; neither is it, in tonsequence, the expression of a
complete and consistent philosophical “system. But its
identity is recognisable in all those communities whick
have made any considerable progress in industrialisation
under unplanned economic systems ; though in any par<
ticular instance it is modified by the influence of local tradie
tion surviving from earlier phases of development, and by
national or geographical factars. Essentially that structure
is characterised by the division of the whole community
into sotial classes which do not normally mix in crdinary
social intercourse, and of which some are held in higher
public estcem than others, The grading of these classes is.
in the main determined by their income, although in this
country an occupational and a hereditary caste system have
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both left marks which blur the lines of a purely plutocratic
classification. These marks are found in the survival of such
anomalies as “ gentlemen farmers ”’ and * ladizs in reduced
circumstances ”* ; in the preference accorded, in the lower
economic grades, to occupations which are clean, as com-
paved with those which are dirty, even when the latter may
be slightly more remunerative ; in the peculiar privileges
enjoyed at a higher economic level by those who engage
in what are known as # the professions **; and in the social
hierarchy that rests upon hereditary titles and culminates
in the Court, But it is unnecessary to elaborate the outlines
of a structure so intimately familiar. Everybody knows that
a millionaire does not invite his charwoman to tea, nor the
dustman’s wife leave cards upon the Kensington residents
whose bins her husband empties. It need only be added
that this structure is seldom analysed, perhaps seldom even
realised, except by those who dislike it, By the great majority
in all classes it is tacitly accepted.

The Russians, on the other hand, are prepared with an
exhaustive analysis both of their own system, which they
admire, and of ours, which they despise ; seeing both alike
in the light of, and terms of, the all-embracing philosophy
known as “ dialectical materialism.” It is only in the light
of this philosophy that their economic experiment can be
seen in its true proportions.

Reduced to its baldest essentials, that ph:lowphy may be
stated in the following series of propositions. Every part of
the universe is in a state of continual development. This
development proceeds by way of an * inner contradiction
of opposites,”” which may be visualised as a sort of internal
tension created by the pull of opposing forces at work in
every entity or concept. This tension is finally resolved in
a new balance of forces, or synthesis, whereupon a fresh
pull is set up and the whole business, which is known as
the dialectical process, begins all over again. Further, this
dialectical process is now a continuous, now a discon-
tinuous affair, each new synthesis being brought about
much in the same way as victory in a tug of war. First there
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is a long pull by both teams, then suddenly one flops. And
it is essentially the same process alike in the physical world,
in the world of social organisation and the world of thought,
(The quanturmn theory comes in handy here, the jumpy
behaviour of electrons affording an elegant parallel to the
cpochs of revolution in social history ; while the picture is
made perfect if we include also the mutations that occur
in the animal and vegetable kingdoms.) And, finally, it is
a material process. It exists in itself, and is in no way depend-
ent on the mind of God (which does not exist at all) or the
mind of man, which is, indeed, itself subject to the very
same dialectical movement. The most that man can do is
to act in accordance with ‘‘ conscious necessity’ : to
understand the nature of things and fall in with it, instead
of trying to kick against the pricks, But this is not to say
that the universe is a mechanistic affair, a mere structure
of atoms blindly controlled by a balance of forces. It is
to be interpreted in terms of growth rather than of exuil-
ibrium, to be visualised as an organism rather than as a
machine,!

As applied more particularly to social and political life,
dialectical materialism interprets our various forms of social
organisation as the result of man’s adaptation to his eco-
nomic environment in accordance with this same law of the
interaction of opposites. That environment changes as the
processes of production change. First we live under a régime
of simple agricultural production ; then we have the begin-
nings of specialised industry carried on, first in the homes
of the workers, then in factories built for the purpose ; now
we have the great industry and the age of steam power;
already giving way before the, perhaps even greater,
electrical age. And each age in turn throws up the social,

1 The reader will no doubt remark that this dialectical process, with
its vital urge pervading every part of the universe, opens a dangerous
opportunity for the re-entry of the God whom the Bolsheviks claim to
have so successfully banished from every part of their system. A number
of other criticisms could also be directed against their philosophical
doctrines (e.g. this conscious acceptance of necessity is a very sdippery
affair) ; but this would take s too far afield.
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or class, structure appropriate to its methods of production.
The capitalist system, for example, could never have done
what it has done had it not been accompanied by a form
of social organisation, in which a relatively small class of
propertied capitalists on the one hand are faced with an
¢normously much larger class of propertyless proletarians
on the other hand, and in which it is the business of the
Iatter to do what the former tell them.

The law of the inner contradiction of opposites appears in
social life in the tension between opposing social classes,
which grows tighter and tighter until at last a breaking-
point is reached, and new social groupings appropriate to
a new economic background are formed. So * the history
of all hitherto existing som:ty is the history of class struggles.
Freeman and slave, patrician and plebeian, lord and serf,
guildmaster and journeyman, in a word, oppressor and
oppressed, stood in constant opposition to one another,
carried on an uninterrupted, now hidden, now open fight,
a fight that each time ended cither in a revolutionary re-
constitution of society at large or in the common ruin of
the contending classes.” Further, the whole coercive
apparatus of the political State--the military forces, the
police, not to mention the noble army of privileged officials
—is regarded as merely an instrument by which the class
which is on top holds down the class which is underneath,
The theories of those social philosophers who look on the
State as the caretaker of the common good, as a demo-
cratically controlled organisation designed to adjudge the
claims of conflicting interests such as are unavoidable in
the complex modern world, are dismissed as mere bour- .
geois vapourings. It is impossible for the State to promote :
the common good, since in a class-ridden socicty no good
is common, The good of one class is the doom of its oppo- |
site. And as for our boasted democracy, that has long ago
been effectively disposed of by Marx, when he pointed out -
that it amounts merely to the right of the oppressed *“ once
every few years to decide which particular rcpme.mnuva :

1 The Communist Maxifesto, pp. 7 and 8.



WHAT NEXT? e

ofthcopwmgdmamtomgmtandmprwthem
in Parkiamwn: ™2

Reading history, then, in the light of this philosophy, the
Communists see the contemporary world mmch as follows.
On the one hand are the capitalist States. In these the class
structare has becorne greaily simplified in response to the
demands of the technique of modern production. ** Sacicty
2% a whole is more and more splitting up into two great
hastile camps . . . Bourgeoisie and Proletariat.””2 The days of
the bonrgedisie are, however, numbered ; for it is no longer
equal to its own job. * In order to oppress a class, certain
conditions mapst be assured 1o it, under which it can, at
least, continne its slavish existence, . . . And here it becomes
evident that the bourgeoisic . . . is unfit to rule because it is
incompetent 10 assure an existence to its slave within his
slavery, berause it cannot help Jetting him sink into such
a state that it has to feed him, instead of being fed by him ***
Hence the capitalist societies are ripe for one of those re-
volutionary breaks which precede a new orientation of social
forces. In the meantime, the incveasing tersion between the
bourgeoisic and proletariat necessitates an enormous exten-
sion of the powers of the State. The ruling classes, as they
feel themselves Jess and less secore, must have more and
more soldiers and police to maintain law and order (or to
provide the exdtements of foreign conguests), and more
and more bareaucrats o supply the people with the bread
and circuses which it is hoped will keep them quier. The
Stare * swells 7’ as the inner contradiction of oppasites be-
comes unbearable. And presently it will burst.

In the Soviet Union, on the other hand, a later next stage
has already been reached. Here the bowrgecisic has been
overthrown by the revolution, and the praletariat reigns in

1 Quoted by Lenin, The Siate smd Revolution, This pam
ﬁ‘y Mnllrrwhe ﬁx‘thtwhohﬁmnm W«wﬁ
(™%

3 Tiw Cownrmivt Marifesin, p. 8.
3 Thmumpp.lsandlﬁ.\\nwmhyb&mmdﬁmh
-five years apo, these words weve pechaps somewhat premature.
why:htaohhenhd'bdty they have a significant aptoes.
Hs



226 WHAT NEXT?

its stead. The struggle, however, is not yet finished, and
for the time being the apparatus of the State must be re-
tained to serve its old purpose of keeping the oppressed
classes in their place ; only now, of course, it is the bour-
geoisie against whom this force must be directed. This is
the phase known as the dictatorship of the proletariat,
whose authority is * shared with none else” and relies
directly upon the armed force of the masses.! As Engels
putit: ** The proletariat needs the State, not in the interests
of liberty, but for the purpose of crushing its opponents * ;
on which Lenin embroiders : “ We must crush them in
order to free humanity from wage slavery ; their resistance
must be broken by force.”® In this phase, naturally, true
democracy, true liberty, true equality cannot be realised ;
but in so far as the class that now rules, unlike all its pre.
decessors, rules in the name of the great masses, the Bol-
sheviks hold that it brings us much nearer to these ideals
than ever before. The State is still an instrument of sup-
pression ; but now for the first time it suppresses the few
in the interests of the many, not the many in the interests
of the few. Incidentally, this makes possible a considerable
simplification of the cumbrous machinery of the capitalist
State ; for in this new suppression practically everybody
can be relied on to take part willingly, and it is therefore
no Tonger necessary to assign such large numbers of per-
sons specially for this duty. * The exploiters are unable, of
course, to suppress the people without a most complex
machine for performing this duty ; but the people can sup-
press the exploiters even with a very simple machine—
almost. without any machine at all, without any special
apparatus—by the simple organisation of the armed
masses.”’®

The economic organisation to which this phase of social
and political development corresponds is-a species of State
socialism, It was sketched by Lenin in the pamphlet from
which I have been quoting, which was written a few months

1 Lenin, op. cit., p. 3 Ibid., p. 91.
T oo Vuticnin the ariginl.” °
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before the Bolshevik Revolution. Its essential charac-
teristics are, first, that the instruments of production are
no longer private property ; second, that incomes are
regulated by the twin principles that “ he who does not
work, neither shall he eat® (or vote, it may be added),
and that for an equal quantity of labour equal pay-
ment is made. True Communist justice, which ‘would
require observance of the rule, “ From each according to
his ability, to each according to his needs,” is not yet
attained. :

As is well known, the Bolsheviks have carried this social
and political philosophy into practical effect with as-
tonishing faithfulness, They have used the machinery of
the State as an instrument of suppression, directing. it
against the classes that formerly enjoyed a position of
economic domination ; and if they have not outdone their
predecessors in the vigour and effectiveness with which
they have thus maintained the rule and the privilege of the
now favoured classes, they are second to none in the
candour with which they admit that the whole apparatus of
law and justice iz intended to promote, not the common
weal (which cannot be promoted because there is no such
thing), but the welfare of the dominant social class. They
deprive all persons of whose method of living they disap.
prove, including the great majority of the socially prominent
classes of other countries, first of the right to vote ; second,
of the right to hold a trade union card, and therewith of
the opportunity of getting passably well paid and secure
employment ; and, third, of the right to be members of a
co-operative society and therewith of the chance of buying
food and other necessaries at reasonable prices, To protect
themselves against any insidious recovery of influence on
the part of the dispossessed classes they have instituted the
Commissariat of Workers’ and Peasants’ Inspection, under
whose auspices rank-and-file workers all over the country
intrude into the shops and offices of all officials from the
highest to the lowest, there to examine any books and
papers that they faney, and to pry inte the personal lives
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of these officials with a view to detecting and stamping
upon incipient ** bourgeois tendencics.”” And the Bolsheviks
have even the courage to admit that the very justice meted
out by their courts makes no pretence of impartiality.
A lenient view must be taken of offences committed by pro-
lcta.rians, while the case against persons of bourgeois origin
B prejudiced from the ocutset. Indeed, so frank is the
Bolshevik admission of the class character of their whole
administration that in all official and legal pmcwdmgs
persons are required to state their “social origin,”
just as much as a matter of routine as in other countries
it is wsual to record particulars of age, sex and marital
condition.

As has already been hinted, this drastic régime is intended
to be purcly temporary. In due course we are promised
that, in accordance with the dialectical process, the
second stage of Communism will emerge from the first. In
this final consummmation of Communist society we are
promised the disappearance of all class distinctions whait-
soever. At kast we emerge into the free air of the classess
sociery, in which there is peither proletariat nor bour.
geoisie, but only the free and equal company of comrades.
It follows, of course, that thereafter the apparatus of the
State will be no longer necessary. The State, as Lenin,
l‘ol]owing Engels, picturesquely expresses it, will now

** wither away * ; for there is “ no one—in the sense of a
class ’—to suppress. True, there may stll be need to
restrain individual persons, * But . . . for this no special
machine, no special instrament ofreprmfou is meeded,
This will be done by the armed nation itself, as simply and
as readily as any crowd of civilised people, even in modern
socicty, parts a pair of combatants or docs not allow a
woman v be outraged.” “ We do not expect the advent
of an order in which the principle of the submission of
the minority to the majority will not be observed. But. ..
there will vanish all necd for force, for the subjection of one
man to another, of one section of socicty 1o another, since
people. will growr sccustomed to obsexving the elementary
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conditions of social existence withow! force and without
subjection.”™®

If it be asked what is now to happen to the dialectical
process and the inner contradiction of opposites, the answer
is not, I think, very clear. According to the imaginary
Socratov of Professor Hecker’s Moscow Dialogues, the
immanent contradictions remain, but in place of the
conflicts of class with class we now have “an endless change
of qualitative forms within a classless society.”’? Otherwise
Communism would be static, which is contrary to the laws
of the universe as they appear to the dialectical materialist.
Presumably this means that the organisation of a Com-
munist society, like other social and economic systems, will
change 50 as to meet the requirements of changes in pro-
ductive provesses. If, for example, as some believe, the
substitution of clectrical for stcam power is destined to
make a widespread distribution of small industrial units
more economical than the giant factories of the steam age,
then great socialised enterprises will give place to small
oncs, and rural workshops, where only a dozen or so
workers are employed, will again be seen. In this case the
contradictory opposites would be the big unit, which is in
process of being superseded, and the little one which is
coming into the limelight. This, however, is only my own
guesswork as to what is meant by an “ endless change of
qualicative forms.”” The one thing that is quite certain is
that, after the present phase of the dictatorship of the pro-
letariat has come to an end, we are to hear nothing more
of those contradictions which exhibit the dialectical pro-
cess in contemporary social life, namely, the conflicts of
social classes,

18

1 have given some little space to the social philosophy of
th¢ Communists because this has an obviously vital in.
fluence on the probable future relations of their econormic

l01:» cit., 85, 93. Italics in original.
c&uppuosww Diclogwes, p. 187,



230 ' WHAT NEXT?

system and ours. If those relations were likely wholly, or
even mainly, to be governed by a consideration of the
rival merits of the two systems, viewed as methods of hous-
ing and feeding and clothing and entertaining the people
who live under them, we shauld all have a great deal less
to worry about, But in fact, of course, it is just because the
Cornmunists associate the planned economy with the social
and political doctrines which we have described that the
chances of a fair comparison between their system and ours
are so small. For these doctrines are highly repulsive to the
dominant opinion of the capitalist world,

They are repulsive, for one thing (to begin with what is
probably the smallest item in the compound nightmare
conjured up by the word Bolshevism), because they are
atheistic. The philosophy of the Russian Communist, as
we have seen, is completely materialistic. It allows no
place for God, or for any worlds which cannot be seen,
heard, smelt, touched or tasted, either directly by the
humanp organism, or with the aid of the elaborate machines
by which we have extended the power of our senses. And,
more than that, the Bolsheviks, not content with abolishing
God for themselves, are at pains to ridicule the gods wor-
shipped by non-Communist peoples. In their schools
definitely anti-religious propaganda has taken the place of
religious instruction, even for the smallest children, while
young people are proud to call themselves * militant
atheists,”* All this is very shocking, hoth to those to whom
religion is a genuine and vital thing (and these number
more millions, especially of simple people, than is always
realised by the left-wing intellectual, whose contacts with
the proletariat are generally confined to the minority who
think as he does), and also to the vast numbers for whom
official recognition of a rcligion with which they do not
pcrsonally trouble themselves gives a comforting sense of
security ; who accordingly demand that their children
should be taught a faith in whose dogmas they do not thems
selves at heart believe, and whose moral precepts they would
not themselves dream of obeying ; and to whom blasphemy
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is doubly blasphemous when it proceeds out of the mouths
of babes and sucklings.

But, what is far more fundamental, the present phase of
Russian Communist society is repulsive to the Western
world because of its deliberate and effective inversion of
our class structure. That people of money and position and,
influence should be shot, persecuted, imprisoned, suffered
™ go hungry—perbaps, even more, that people accus-
tomed to the refinements of upper-middle class life should
suddenly find themselves compelled to sweep the strects, to
wear the same clothes at all howrs of the day because they
have no others, and to share their houses with vawashed
and uncultured proletarians--and that this fate should
descend suddenly, not only on the few who may be proved
guilty of heartiessness and selfish disregard of the abliga-
tions of wealth and privilege, but upon whole classes, ir-
respective of individual merit or demerit—on the generous-
hearted Liberal as much as on the luxurious wanton—all
this is not thinkable in countries where it has not happened..
Neither is it thinkable to the comfortable Westerner that
such a revolution, once achieved, should be perpetuated by
a system under which a working London docker or bus
conductor can enter the most sacred precincts of the
Bank of England, scrutinise all the books and minutes of
meetings housed therein, and publicly criticise, before a
delighted audience of his own class, the personal manners
or public policy of the Governor,

There are plenty who will, in the literal sense, fight rather
than see this * nightmare *’ come true. Wealth, position,
social esteemn, the unquestioned rights to enjoy as a matter
of course a thousand little luxuries and conveniences of
which the vast majority of one’s neighbours have never had
a moment’s use—these are things for which it is generally
believed that life itself should be risked. Hence the un-
reasoning passionate hatred of everything to do with Soviet
Russia which dominates so large a body of opinion
outside that country, and the barely concealed delight
of a substantial part of the press in the publication
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of reports of privations and actual famine in the Soviet
Union. ,

»In view of this attitude we cannot entirely discount the
possibility that the future relations of the Russian economic
system and the older capitalist order will be determined by
actual armed conflict, If the ruling classes of the capitalist
nations helieve that the security of their familiar social
order is seriously threatened by the success, or even by the
mere existence, of the Bolshevik régime, they will not hesi-
tate to have recourse to arms to preserve that order from
destruction. And it is, unhappily, not impossible that these
classes may foresee, as well as see, a menace to their security
in the course of events in Russia ; in which case they may
be tempted themselves to take the initiative and to embark
upon what has been quaintly termed a * preventive war »'3
against the dreaded Bolsheviks.

Certainly, the Russians themselves believe with an
almost hysterical conviction in the imminence of a war of
capitalist aggression against the Soviet Union. It may come
as a shock to the Western, and particularly to the English,
visitor to that country to find how often he is asked : “ What
is thought about war in London ? »* or even : “ When do.
you think, or do they think in London, that the war will
be ?** If the war does not come from the West, it is still
bound to come, the Russians believe, from the East, where
the vovetous eyes of the Japanese have long been fixed on
the wealth and on the great open spaces of Siberia, The
severity of this war panic—or neurosis, as it might almost
be called—apparently varies from time to time in ac.
cordance with the degree of current political tension ; but
it remains a basic and dominating factor in the whole
attitude of the Soviet rulers and of a lirge part of those
in whose name they speak, *

Nor have the Bolsheviks at any time any high opinion of

1 Presumably because it iz supposed to prevent asother war at 3
later date in which the chances of suceess are less favourably estimated.
® For an admirable account of the war psychology of the Soviet
Union see R. D. Charques's booklet, Th Soviets and the Next Wor. :
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‘what may be called the pacifist ideology. They have noplace

for either of the two pacifist faiths--that ideas and social
systems cither cannot, or ought not to, be propagated
or defended by force of armis. They believe neither that
it is impossible to make people endorse a certain philosophy
or accept certain social institutions by fear of physical
violence, nor that it is wrong to attempt to produce such
acceptance by the use of up-to-date weapons. And, indeed,
they would hardly act consistently with their own material-
istic philosophy did they give any ground for suspecting
that they put their trust rather in the faith that was in them
than in the sword that flames in their hand, It is true,
indeed, that the Soviet representatives have made noble
gestures of pacifirn in international disarmament con-
ferences, where they have proposed to the assembled
nations of the world programmes of universal and complete
disarmament. 1 do not wish to cast aspersions on the good
faith of these magnificent schemes, or to imply that the
Russians themselves, had they carried their motion, would
have failed to disarm along with the rest of the world, But
no project that is laid before an assembly which is known
in advance to be quite certain to reject it has much practical
significance. It may indeed reflect credit on the ideals of
those who -nake it, but it has nothing to do with the world
as it is, and throws no light at all on how its most fervent
supporters may be expected to behave in relation to that
world. I might as well suppose that peaple would be able
to predict my normal behaviour by making a public
announcement that if everybody else in London would
wear only one shoe I would do the same.

What we do know is that in the meantime, pending the
acceptance of their proposals for universal disarmament,
the Russians proceed on the principle that, if you wish for
peace, you should prepare for war. They are intensely
proud of their citizen army. Some months ago a picture
in the Mogow News' showed a row of eager-faced youths,
armed with rifles and bayonets, under the legend :

1 Weekly edition of February 25, 1938,
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“ Defenders of Socialist Construction.”” The members of
the Young Communist League are trained in the use of
arms, and I have myself seen these on occasion borne by
girls as well as boys ; while the vocabulary of warfare is used
to describe practically every aspect of Soviet activity, with
its “shock brigades,” its “industrial and agricultural
fronts ”” and so on,* Displays of military prowess on land
or in the air form a conspicuous feature of all the great
pageants which the Bolsheviks love to stage on publie
holidays and revolutionary anniversaries. And while many
a gentle-hearted pacifist in England or France, Germany or
America, ofien proclaiming himself a sincere admirer of
the Russian Communist experiment, seeks to mitigate the
horrors of warfare by prohibition of the use of poisonous
gases or aerial bombing, the three United Russian societies
~—the Society to Aid in Defence, the Friends of Aviation
and Chemistry, and the Friends of the Air. Flect—claim
5,000,000 members, ¥ amongst whom they seek to spread
knowledge of aeronautics and chemical warfare, as well as
practical proficiency in bandling rifles and gas masks,
Fired no doubt by the memory of capitalist armed inter-
vention in the early days of the Revolution, the Russians
do not intend to be caught again, And when all allowance
has been made for the apathetic, for the classes definitely
hostile to Bolshevik rule, for the cowardly and for the
convinced pacifists, I should doubt if it is.an exaggeration
to say that there are millions of young people in the Soviet
Union who are prepared, if not eager, to defend the
revolutionary régime at the risk of their lives.

On the other hand, it is no less true that the Bolsheviks
have their hands much too full of other matters at the
moment to be likely to engage light-heartedly on a first-class

1 [ have even heard of s history lesson in 8 Soviet school in which
the class was divided into two groups described as opposing armies.
The members of one army then attacked the other lg posing questions,
If membezs of the rival force were unable to supply the corvect answers,
they were described as “ casualties ”” and sent to ‘' hospital,” where.
with the aid of books and teachers cheir wounds would be treated.

8 Chargques, op. ¢it., p. 47
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war. Their popularity ‘with the classes upon whom they
must in the main rely to keep the food supply going is
bardly well enough established for them to contemplate
with equanimity the reactions of the people to the fresh
privations which war would inevitably bring. And there is
no doubt that, since the vout of the Trotsky party five years
ago, enthusiasm for the cause of the world revolution has
materially declined in official Russian circles. Its place has
been taken by a species of national Pharisaism, less exalted
perhaps, but probably of more pronise for the peace of the
wuorld. It is the supreme ambition of the Russians o show
that their country is not as others are : that with thean the
masses are happy, prosperous and frec. Already they are
able to thank themselves and their own philosophy that this
ambition is in process of fulfilment ; but they have not
reached a degree of success in which they can compel the
rest of the world to join unanimously in this chorus of
admiration and gratitude, They believe that, sustained by
the glorious sense of their superiority to every other people,
they are now on the road to the accomplishment of this
final triumph. But they know also that unless and until
that superiority is founded in absolutely invincible economic
and military strength, all these ambitions could be ground
in the dust within a week of the outbreak of a first-class

war,

There is, therefore, some hope that these (unhappily
somewhat negative) influences may suffice to prevent the
contest between the planned and the nnplanned type of
eoonomy being settled by force of arms, If, however, this
bope is not realised ; if, for example, the strain of possessing
magnificent armaments without opportunity to use them
becomes intolerable again, as it has become intolerable
before ; or if the factors which now hold in check the warlike
ﬂnpulmd‘themmdcand the other grow weaker, as
economic conflict between the two systetns becomes increas-
mglymbxmud,multhccmouomofhaucdundﬁarami
missionary zeal prevail over counsels of humanity and
prudence—then there is very little more to be said. A
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demonstration of the superior killing power of the one or
the other type of economic system will add little to the
materials available for judging which is better able to
provide the means of living ; nor does it seem probable that
at the end of such a conflick- enough will be left of cither
system to enable the merits of the conquerar to he effec-
tively displayed before an admiring audience of the
vanquished. Let us merely hope that if this is how the issue
is to be determined, we shall personally be fortunate
enough to be dead before the battle is joined ; and let us
count doubly blessed those who leave no children behind to
enter upon this ugly heritage,

XX

We have next to consider the possibility that, whether as
the result of armed conflict with the Russians, or on their
own initiative, other States, now living under the capitalist
system, will adopt the whole Communist philosophy, with
its social and political, as well as its economic, implications,
This cannot, 1 think, happen anywhere without the accom-
paniment of a revolution, with all its implications in violence
and bloodshed, For if those who enjoy wealth, social
prestige and the freedom which these confer, will fight to
defend their privilege against attack from foreign foes, they
will offer no less fierce resistance when these are threatened
by the dispossessed among their own countrymen. The
mighty do not vacate their seats : they must be put down
from them. Well-to-do Englishmen, Frenchmen, Germans,
Americans (even those who are only moderately well-to-do)
will not submit to change places with the members of their
own working class, and make no more ado about it than
about moving house from one suburb to another, We have,
I think, once and for all to make up our minds that the
price of absolute inversion of the social pyramid, or even of
its complete levelling, is nothing less than revolution.

A revolution, however, as no Marxian writer ever tires of
repeating, can happen only in a revoluticnary situation,
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And in the making of such a situation there are, I think,
four elements, of which three zt least are essential. The first
is economic distress. The second is provocation, or at least
the pursuit of outrageously unpopular policics by the
authorities, The third is the existence of an effective
revolutionary organisation. The fourth is foreign assist-
ance.

Incidentally, we may recall that the Bolshevik revolution
was zccomplished in circumstances in which three of these
four conditions were highly favourable. First, economic
distress was appalling. Second, the war provided the
necessary provocation. Indeed, for this purpose there is
probably nothing more useful than a long, and not too
successful, war. For war touches the lives of every section
of the community, It exposes those to whom public affairs
are ordinarily a sealed book to acute suffering ; and to
suffering which is obviously caused by the authorities who
make, or permit the continuance of, the war. So the hatred
even of the most unpolitically minded becomes focussed
against the powers that be, and kindles quickly into a
revolutionary flame. And, third, the exiled Social.
Democrats had for years heen perfecting an effective and
disciplined revolutionary organisation. Only the fourth
factor—that of foreign assistance—was lacking. In this
respect, however, the Bolsheviks had the negative advan-
tage that, while the nations of the world were fully occupied
with fighting one another, they were hardly in a position
to give much help to the Russian autocracy in dealing with
its domestic enemies. And who will say how much the
Russian Revolution does not owe to the Germans for
facilitating the return of Lenin and his comrades to their
own country, in the hope that their revolutionary plots
might embarrass the official Russian Government in its
conduct of the war ?

Foreign assistance, moreover, is the one element in a
revolutionary situation which can be dispensed with
without fatally endangering the prospects of success.
Certainly it is not at the moment to be counted upon as an
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important aid to revolution in any capitalist country. The
only source from which foreign assistance can be looked
for by new revolutionary movements is Russia ; and, as we
have seen, the Russians have little except words to spare for
the encouragement of revolutionaries in other countries
Nevertheless, foreign assistance might be a very material
factor in determining the wltimate chances of success of a
revolution which had good prospects without it. The
willingness of the Russians to give material help, particu-
larly in the case of a revolution in any of the countries
which are their near neighbours, would probably increase
at 2 rapid rate as that revolution appeared to be marching
to success. The Bolsheviks have nothing to throw away on
lost causes, but a cause that looks like winning is another
matter. Should the German Communists, for example,
find themselves in a position to bring about a revotution
that is nearly successful, we must not count out the possi-
bility that the Russians might turn “ nearly ** into * quite.”

And, in relation to the other factors in a revolutionary
situation, it is ¢lear enocugh that Germany is the critical
spot. There is economic distress, mainly the result of the
waorld-wide breakdown of capitalisi, but aggravated more
in that country than in any other (with the exception of
Austria, which for this purpose may be included with
Germany) by politico-economic policies arising out of the
war ; for which reason economic troubles are likely to be
more intractable in Germany than elsewhere, and a revival
of trade cannot be relied upon effectively to obliterate all
those troubles, even should history be repeated in the coming
of such a revival. There is also acute provocation in Ger-
many ; and there was until recently, although thisappearsfor
" the time being to have given way pretty completely before
the Fascist pexsecution, a strong Communist organisation.

Without doubt a potentially vevolutionary situation
exists in Germany., At the moment actual revolution is
prevented by the collapse of the Communist organisation:
But even if the Hitlerite repression continues to be successful
at home, a revolutionary organisation may be built up from
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abroad, as was the Russian movement in the days of reac-
tion after the failure of 1905. And the Germans have two
great advantages : first, in their native genius for organisa~
ﬁon;nndmmni,inthefactthatﬁmyhawthckumim
experience upon which to draw. These must be weighed
agamtthcmpphugcﬂ'wtofﬂ:cumaldmmbcm

Social-Democrats of various shades and troe Communisty-—
divisions with which the Russians, no less, had to contend
right down to the very outbreak of the Bolshevik revolu-
tion ; but which are likely to be in some measure narrowed
as all sections of socialist thinkers are drawn together by
the bond of common persecution,

Revolution in Germany is inhibited at the moment also
by the cros-currents in the Fascist yeign of texror. The
straight class war against the Social-Democratic and
Communist section of the working class is complicated both.
by clements of race prejudice and by the revival of mational
comsciousness which is the result of Germany’s long humilia-
tion by the peace terms. In consequence of the latter factor
particularly, the Nazi régime finds support from classes
which, in not very diffrent creumstances, might have
found themselves in the ranks of the Communists. The
imagination of young rebels, who might well have raised the
banner of revolution against the privileged classes, has
instead been fired by the idea of participating in the rebirth
of a nation ; and in the circumstances of the moment their
vmgefulmnohomaremlydxvmadﬂnmthcdmz
capitalist to the Oppressor.

Consequently, while the Nazi movement in onc sense
provides provocation enough and tn spare, it has not, as yet,
inflamed that widespread popular hatred which is the most
likely guarantee of revolutionary risings. And there are
classes counting millions of members who may quite reason-
ably find that movement, at least for a time, to their liking.
It must not be forgotten that in pre-revolutionary Russia
the absence of any large native middle class made both
somnlstrucmmddmmnﬂmtunustmllymmple. Itis
quite otherwise in Germany, where the upper working
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class, small salariat, and moderate business and professional
folk constitute a solid bloc of counter-revolutionary ideology.
The Hitler régime may not in truth be a movement of the
people ; but its strength is drawn from far wider circles than
those of a2 narrow ruling oligarchy.

Where both political and economic conditions are as
unstable, however, as they are in Germany, things may
change very quickly. The influences which make an
immediate Communist revolution appear to be out of the
question may well be very much less deeply grounded than
the forces making for such an upheaval. And if thete should
be a successful German Communist revolution in the next
few years, two things may be foretold with confidence.
First, such a revolution will give opportunity for exploring
the possibilities of a planned economic systemn far beyond
the wildest hopes that may legitimatcly be entertained of
the Russian experiment for many years to come. It would
indeed be difficult to conceive any people better qualified
by native capacity and by industrial, scientific and adminis-
trative experience than the Germans to make a success of a
planned economy. And second, such a revolution will light
the Same of kindred movements, even in distant quarters
of the globe where to-day no spark can be detected,

v

The question may be raised at this point whether the
Fascist movernent does not offer a complete alternative,
cconomic as well as social and political, both to the old-
fashioned type of capitalist society or to”the Communist
planned system. I do not myself think that it does. Fascism
is undoubtedly a movement with definite social implica-
tions. The Fascist, for example, favours a form of class
structure not materially different from that of existing
capitalist societies ; and though the Italian blackshirt may
extend fraternal greedng o the brown-clad German,
Fascism wmay also be defined as a movement with a national,
rather than an international, outlook.
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But, viewed from the economic angle, the Fascist move~
ment is little more than a counter-move against Com-
munism. It has flourished only where there has been real
danger of a Communist revolution. It was born in Italy in
response to spontancous working-class risings which looked
like being the heralds of a big Communist movement. It
has only made rapid headway in Germany as the existence
of the essential conditions of a revolutionary situation have
become more and more ominously clear. It may, I thiok,
be said confidently that, in the absence of such threats to
the security of existing systems, no Fascist movement would
ever have been heard of. For Fascism represents an attempt
to defend an established, not to experiment in the construe-
tion of a new, form of socicty, Whereas Communism stands,
as we have seen, for a radical remodelling both of economic
and of social structures,

This is true, I think, notwithstanding the elaborate
institutions of the Corporative State in Italy, which repre-
sent a first attempt to give concrete embodiment to the
economic and political ideals of Fascism. In that country,
legally recognised associations of employers and of workers
are built into the very structure of the State itself. To one
recognised association of employers and one of workers in
each industry is reserved the right of concluding collective
labour contracts, and of acting as official spokesman on all
matters touching the respective economic and social
interest of the two parties ; while, under the electoral law,
it is 1o these associations, not to our geographical constitu~.
encies, that the right is given of nominating candidates for
election to the Chamber of Deputies. Further, provision is
made for the union in each industry of the employers’ and:
the workers’ association in a single corporation, whose
business it is to look afier the welfare of the industry as a.
whole. And while it is nominally permisible to form
associations other than those which are thus recognised by.
the State, the activities of these bodies are confined to such
matters as those touching the education or health of their
members, and must not include discussion of any economic
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interests which are deemed 1o be of public importance,
Rival associations ave therefore hardly likely to be impor-
tant in practice,

But the motives which have inspired the builders of this
structure are not far to seek ;.especially when we remember
that the Corporative State has been evolved during the
years that followed recoil from what was believed to be the
brink of Communist revolution. The first object is to pre-
vent the possibility of the rise of militant labour organisa-
tions. The second is to emphasise in every possible way the
comunon interests of employers and workers. The third is to
provide, through the machinery of collective contracts and
labour courts, means whereby a fair and open settlement
may be made of those matters on which it cannot be pre-
tended that the interests of the two parties are identical,

This theoretically equal partnership of employers and
workers does not, however, destroy the essential character-
istics of an unplanned capitalist economy. It still remains
the business of the employer to employ as and where he
thinks most profitable to him : on him the initiative still
rests. And it still remains the business of the worker to seek
what he thinks will he the most remunerative employment
within his reach. The State, or the corporations that it
creates, can indeed, as elsewhere, place certain limits on
individual freedom of action, and attermnpt, on occasion, to:
control the readings of the price mechanism to suit its
own designs ; and, under an able and energetic Government
Jike that of Mussolini, these interferences may be carried to
considerable lengths as when compulsory reductions are
ordered in the rate of interest, or shopkeepers forbidden to
charge more than certain maximum prices, or the opening
of a new factory made conditional on the Duce’s approval.
But the Italian State cannot, any more than can the German
or the British, impose a comprehensive economic plan and
demand its fulfilment ; and if it engages (as it does) in
public works, it too is bound by the restriction that it must

"1 For a detailed and sympathetic account of the institutions of the'
Corporative State see Pitigliani's ltalian Corporativa Stats.,
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choose works which fall cutside the sphere of ordinary
market industry, lest it throw the unplanned system, on
which the country still depends for the bulk of its supplies,
out of gear. The one peculiar feature which distinguishes
the economic structure of the Corporative State from other
capitalist economies is the success with which the mach:
inery of the State has been used to side-track trade uniong
off the road to revolutionary action. .

v

‘We cannot, therefore, I suggest, look to the Fascist move.
ment to produce a new variety of planned economy. The
raison d’étve of that movement is to defend the social privilege
enjoyed by the favoured classes of capitalist society, and to
fight all revolutionary movernents. But that is not to say
that the chances of a revival of capitalism are to be wholly
discounted the world over. I have already suggested that
these chances are very much greater than they are reckoned
by many socialists. Everything depends, of course, on the
nature of the causes which have brought the capitalist
countries to their present impagse ; wherein lies the justifica-
tion for the lengthy analysis of those causes attempted in
Chapter IV.

The outcome of that analysis, in its bearing on the present
preblem, may be suromarised as follows. First, we have to
confess that no explanation of the typical capitalist depression
has been put forward which is quite certainly right.
There remains an element of doubt in every diagnosis -
which inevitably makes progmosis also uncertain. Second,
while admitting this doubt, we were inclined to locate the
trouble partly in the fact that in an unplanned system
(except where strict monopolistic control has been estab-
lished over a whole industry), every producer acts on
assumptions which are themselves habitually falsified by
similar actions on the part of every other producer. This
flaw we found to be inherent in the very nature of the
unplanned system. And third, it was suggested that the
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blame should be laid partly also upon secondaxy factors,
not themsclves integral parts of the structure of the system,
and, in particular, upon possible deficiencies in the mone-
tary machine,

Now any inherent flaw in the system, just because it is
inherent, is necessarily of very long standing. It is indeed
as old as the system itself. And the flaw which we detected
has, 1 think, played a great part in creating the recurring
depressions of trade which have chequered the progress of
capitalist economies along their whole course towards
greater and greater specialisation. But in no previous
depression has it proved fatal. On each occasion that the
patient has been sick, he has, after a dme, recovered his
health and strength.

This does not, of course, justify a confident asumption
that he is bound to get well from this attack also. But it
does suggest that this particular disease is not one which, if
wisely treated, is fatal w a patent of good constiration ;
particularly if we recall that, to drop the metaphor, the
recurring depressions of capitalism bave been setbacks on
an upward course, not stages of a progressive decline.
Between each depression ardd the next there have been
notable advances in the level of output and, as a rule, in the
standard of living of the people. If doubts are felt whether
this is true of our own country in the post-war period
(where specially adverse influences may be at wark, with
which we are not at the moment concerned), we have only
to turn to the United States, where capitalism is in many
" ways most capitalist, for confirmation. They have had
fearful depressions in the States, particularly in 1907 and
since 1g29. But, taking a Jong view of the economic history
of that country, it would be mighty difficult to convince
oneself that its mhabitants live under an economic system
which is slowly crumbling 1o pieces. It would certainly
seemn much more consistent with the facts to argue that they
live under a systom which has immense potentialivies, but
which suffers from some defiect which puts it periodically

out of gear.



WHAT NEXT? 245

The fact, therefore, that thers has been recovery before
{and more than once, and in more parts of the world than
one) is some presumption. that, given equally favourable
conditions, there will be recovery again} Memories are
shart : experience is limited. For the younger socialists in
this country it is particularly difficult to believe that bad
times can be succeeded by good, because such a thing has
never happened in the course of their lives ; but it has hap.
pened, all the same, in days gone by, even when things
must have looked extraordinarily black at the time. And
we know, roughly, the course by which recovery has come
about in the past, In industries where the cumulative actions
of sellers, each acting in ighorance of what his neighbour is
doing, have flooded the market with more stuff than can be
sold at remunerative prices, stocks are eventually cleared,
and not replaced by the now disheartened and often bank-
rupt manufacturers, For the smaller quantity of supplies
now remaining on the market enough buyers can be found
willing to pay a price that satisfies sellers. And at this point
the influence of what we have called the secondary factors
in a cycle of trade, particularly those concerned with mone-
tary policy, is probably most important. After & sufficiens
lapse of time it hecomes apparent that trade is depressed
because nobody is buying. But only two things will make
people buy more than they are buying. One is that they
should spend money that they previously possessed, but for
some reason or other would not hitherto spend. The other
is that they should have more money to spend,

At the turn of the tide the monetary authorities begin to
look favourably on the latter possibility, They are attracted
by the idea of a larger circulation of purchasing power in
and out of the pockets of the people. They invent the word,

1 {Inless, indeed, we have the co to believe with Mr. Cole (see
The Intelligemt Man's Guide through Warld Chaos, pp. 339«~31‘3) that, while
capitalism haz an inherent tendency to disintegrate, it has no corre-
sponding tendency towards recovery, and has only escaped doom in
¢very previous crisis by the timely appesrance of a lucky accideat,
Since, however, Mr, Cole's diagnosis of the disintegrating tendency
closely follows that of Mr. Hobsan, which, for teasons given in Chapter
[11, appears to be mistaken, thix view need not detain us further, :
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* reflation ” to justify actiom which, under its old name of
inflation, they have themselves denounced as the sin against
the Holy Ghost. They do what they can to see that people
shall have more money to spend. They smile on the idea
that the business world should be invited to borrow. funds
for next to nothing. And the business world, writing off by
degrees the losses arising from its bad guesses, and for ever
casting about for new and better guesses, begins to think
that with funds to be had so cheaply there must be a profit
in this and that enterprise ; and some of the guesses prove
to be right guesses, and that encourages the faint-hearted,

and so new enterprises are started, and more wages paid,
and the weekly shopping in working.class households be-
comes a more substantial affair, and that encourages the
business world still further,

- In other words, given appropriate mamtmy policies (and
mthout going further into technicalities, it will be apparent
that I believe these to be, in the main, expansionist policies),
the capitalist system has an inherent power of getting past
the periodical choke-ups which arise from the fact that
everybody’s private plans aré made in complete independ-
ence of everybody else's. Is there any reason why history
should not repeat itself in a fresh demonstration of this
power in relation to the present troubles ?

Fundamentally I do not think that there is. It is true
that the present depression is of unparalleled severity. That
is to be accounted for partly by the fact that, as our standards
of living grow more varied and complex, the mistakes arising
from faulty anticipations of demand grow more numerous
and more severe—a point which has already been touched
upon more than once. And partly the severity, and, in
particular, the prolongation, of the present depression is to
be explained by the fact that it has been treated by extra-
ordinarily silly methods. An illness may be a long way from
producing fatal consequences, but no patient will get better
if regular doses of poison are administered to him.

‘Given, however, treatment at least as sensible as that
which used to be. applied in the old days before the war
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{which consisted chiefly in leaving the patient alone), the
chances of a retwrn of prosperity in countries where the
underlying economic conditions are favourable—which
have, in fact, a skilled, resourceful and adaptable popula-
tion, together with command of abundant resources of the
kind that are useful in modern industry—are pretty good.
If it is true that increasing specialisation makes the econo-
mic machine more and more delicate and complicated, it
is also true that far greater efforts are being made than
ever before to acquire full understanding and mastery of its
works. I have already suggested that if we could devise &
satisfactory monetary. system three-quarters of the battle .
would be won, and that such an achievernent hardly seems
beyond the possibilities of human intelligence. And soctalists
must not forget that a recovery of capitalist industry is
passionately desired by millions in all classes of society all
the world over cutside Russia. Such a revival is not the
kind of thing which will not happen because nobody thinks
it worth bothering to try and make it happen. If it fails to
happen, it will be because the best efforts that can be nsed
to make it do so have failed ; whether because people are
too stupid to see all round the problem, or because they are
too small-minded to pereeive that a job which everybody
leaves to everybody else to begin never gets begun at all,

In this connection all eyes will be turned to watch the
course of events in the next few years in the United States.
There, certainly, the underlying economic conditions are
about as favourable as they can be in any single political
unit in the modern world. There opinion is strongly in
favour of expansionist monetary policies ; and there, also,
enthusiasm for radical socialist experiments is comparatively
little developed. To me, at least, it is difficult to believe!
that the vigorous and gifted inhabitants of that country will
not again make at least as good a success as they have done
in the past of the fundamentally simple business of exchang-
ing the products of their various activities to their mutual
advantage.

1 Subject anly to the reservation mentioned on p. 254.
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vi

It will be observed that in this estimate of the prospects
of fresh Communist revolutions on the one hand, and of the
recovery of capitalist prosperity on the other hand, I have
so far discussed the fortunes of individual countries almost
as though they were wholly independent of one another ;
and in particular have said nothing of the part played by
such international complications as tariff policies, war debis,
reparztions. and so forth, which often loom in the public
imagination as the prime causes of the present tragi-
ridiculous plight of capitalist society.

There are two closely connected reasons for this. The first
is that I doubt if the influence of all the economic stupidities
of which politicians are guilty is anything like so important
a cause of the present choke-up as an unhappy public,
cagerly searching for a scapegoat, is ready to believe, The
first causes of that collapse are, if the analysis of Chapter ITI
is correct, to be found in the structure of the system itself,
and in certain defective parts, which were defective long
before the war, and made a deal of mischief before any of
the present generation was born. It is important not to
overlook the similarities hetween the present depression
and its predecessors, as, in well-justified disgust at the
idiocies of contemporary policies, we may easily be
tempted to do.

One very simple fact should serve to dlscredxt the view
that the war and the payment of war debts and reparations
are the chief cause of all our troubles. That is the fact that
these troubles did not begin until the latter part of the year |
1929 ; and that for five years previously the greater part of
the world, including the principal countries of Europe as
well as the United States of America, enjoyed an increase in
wealth, which, judged by the previous attainment of the
capitalist system, was quite remarkable.? It is truc that we
in this country were almost entirely left out of these

1 For a good account of this period of prosperity see Mr. Loveday's
Britain and Werld Trads.
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pleasures, chiefly because it so happened that nobody wanted
to buy the particular kind of things which we had always
thought it was our business to sell, Ever since the end of the,
short post-armistice boom, we British have been, in fact,
a rather lamentable illustration of one of those mistakes
which are always able to be made in the ticklish business
of supplying a fickle world, whick does not announce in
advance what its fancies are going to be. But that should
not blind us to the fact that other people were doing a great
deal better than we were.

It is vexy difficult to believe that, if the stupidities of the
war, the treaties and the financial settlements made under
the treaties and afterwards, are the cause of the present
choke-up, they should have been so slow in bringing their
sinister fruit to maturity, And it is particularly difficult to
understand why in that case the depression should have
fallen with such extreme severity upon the United States of
America, since that country has been relatively little con-
cerned ‘in these affairs. It may be useful to remind our-
selves that the sums due from America’s debtors under the
various settlements, amounted only ta 214,807,000 dollars,
or approximately £44 millions in the year 1928-9,1 whereas
her imports of mer-handise for domestic consumption in
1929 were valued at £Bg1.4 millions, and her exports to
other countries at £1,059.6 millions. These figures do not
Justify the fearsome pictures that have been drawn of the
American market being “ flooded with goods,’”” and her
banks drowned in seas of gold pressed on her by frantic
debtors. The additional imports of goods or gold which
maust have found their way on to the American market as.
payment of debis due in consequence of the war were, aiter
all, relatively modest in amount. Certainly, if her economic
system had been utherwise in good order, they should have
been digested easily enough and not reduced her to a state
of severe dyspeptic prostration. In the case of Germany

1 See Supplement to the Esomomrizs of November 12, 1932, on * Way
Debu“,andSmmd Tables relating o Britisk and Forngn Trode and

Indwstry, Crodd, 3737, 1930
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alone, perhaps, can it be said that payments to foreign
creditors have been a factor of the first importance in caus-
ing a breakdown. The annuities payable by Germany to
her creditors under the Dawes scheme were fixed at L0
million (gold) for 1924-5 {the year in which the scheme
was adopted), rising t0 a maximum of £ 125 million in 1929,
at which figure they were (subject to variation—upwards
and downwards—in accordance with fluctuations in the
value of gold, and—upwards only—in accordance with the
estimated prosperity of the country) presumably to remain
until the end of time. These are comparatively large sums,
Germany’s total exports in the year 1929 were valued at
£659.9 million ; so that the sums due to her creditors under
the Dawes scheme amounted to nearly one-fifth of the total
value of her exports of merchandise, Even so, 1 'would not
like to say that the Germans might not have accomplished
even these payments in happier circumstances.

The second reason for ascribing comparatively small
importance to what may be called incidental factors in the
making of the present world depression is that the really
dangerous trend in contemporary policies has manifested
itself after, rather than before, the depression settled upon
us. In Chapter 111 itwas pointed out that in every unplanned
economic system a certain centrifugal foree is always at
work, making the interest of the individual and the section
pull counter to the interest of the whole. This force, it must
be added, extends beyond national boundaries. Just as it is
to the interest of every shoemaker in this country that I
should buy the scantiest workmanship from him at the
highest possible price, so do all British shoemakers unite
together to persuade me to buy expensive British shoes -
instead of cheap Czechoslovakian sandals. This is, of course,
the chief factor which is at work in the creation of taniff
systems and import prohibitions. While we may each and
all attempt to persuade ourselves that our own tariff is
scientifically framed with a view to encouraging the
development of those industries which are most conducive
to our own national welfare, the truth is.that every tanff
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in the world has been shaped in greater degree by the pulls
of rival interests than by any other single factor.

Now the last ceotury and a balf has scrn, on the one
hand, an eooemes irease in the volume of international
trade betweoen different parss of the world, and, along with

is, 4 corresponding increase in the complexity of the
national tariffs which are intendrd to restrict and divert
that rade. Built up, nominally, in deference m large udeas
of national self-sufliciency or of maintaining an appropriate
balance between agricultare and industry, or of encourag.
ing lusty infant industries, these arifls represent in ruth
the success with which buechers and bakers and candlestick-
makers have from time to time made it appear w their
Governments that the part is greatey than the whole, Mostly
such tazifis are, from an coonomic point of view, tiresome
and wasicful ; but they have not, if we take a long view,
been so tiresome and wasteful as o prevent a spectacular
growth in the trade between nations. And there have always
been tariffs, and high tariffs, even in what we should con-
sider somoe of the healthiest phases in the history of capita-
list coumeries. Even the creation of new Stanes afer the war,
and the zeal with which these youngsters set out to show
that they could be 2+ exclusive as their elders, did not pre-
vent the relative prosperity of 1924-9; although these
factors did impel the League of Nations to hold an expen-
sive and practically fruitless Economic Conference ar
Geneva in 1927, at which representatives of nearly all the
protectionist countrivs of the world outdid one another in
their recital of frec rade platitudes.

But it 1 in the years gace the ouset of the world eoonomic
depression that the coonomic pationalism, of which high
taniffs are one expression, has reachod the point at which
it may fairly be described as mania. This is the peviod in
which we have all been worried to death by alaoming
statements about the adverse balance of trade, by which
is meant that more goods come into the country than go
out of it—on the face of it, one would have thought, ground
rather for congratulation than for lamentation ! This is the
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period in which the British and the Germans and the
Americans and the rest of them bave, all and severally,
decided that the road to prosperity is to insist that every-
body should buy British or German or Amevican goods
only, and on no account anything made by anybody else.
This is the period in which not merely have tariffs boen
violently increased, 2 in America in 1930, but a host of new
devices has been invented to assist in playing the difficult
game in which it is everybody’s business to sell and no-
body’s business to buy ; in which high duties on articles
imported from abroad have been supplemented by total
prohibitions on mport ; in which Governments have tried
to make it impossible for us to buy foreign goods, not
merely by keeping the acmual stuff out of the country, but by
forbidding the banks to let us have foreign currency with
which to pay for it ; in which, if one country does con-
sent, as a great favour, w acocpt some of another country’'s
produce, it is only on condinon that the selling country
undertakes promptly to buy back in its turn a given guota
of goods from the people who are kind enough to make
such a concession ; as for example, under the recent trade
agreement between Great Britain and Denmark in which
the Danes have had to promise that they will buy 80 per
cent of their coal from us instead of getting much of it, as
they;irwiuusly found convenient, from the Germans ar the
Poles.

Now the worst of these exoesses came too late to be cited
as the causes of the capitalist crisis. But they are clearly
anything but conducive to recovery. Any single unplanned
cconomy can flourish only so long as the centrifugal
force, which at all times threatens its disintegration, is held
in check ; so long, that is, as most of us take the risk of
doing what it would be a good thing for everybody else to
do, on the chance that other people will be equally ad-
venturous, But if, as soon as anything puts the warks out of
order, we decide that the way to put them right is to reverse
this policy, and actually to encourage everybody to do s

1 See article in the Exxomist, May 6, 1933
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little work as possible for as much money as possible, then
patently it is not much use looking for retovery. And the
picture is of course substantially the same if it is enlarged
to show the relations between countries instead of between
individuals. Indeed we may say that the chances of a re-
vival of capitalism of the older type depend as much as
anything on the degree to which, nationally and inter-
nationally, those policies are renounced which seek to
promote the interest of the part without regard to the
effect on the whole ; which attempt to gain for those who
endorse them the advantage of being the exception, without
regard to the fact that where all are exceptions the excep-
tion becomes the rule. And this in turn depends as much ag
anything upon the chances that the mentality which
informed the palmy days of capitalism, and was mainly
responsible for its achievernents, will again be restored.

At the moment that mentality seems to bave been
destroyed with astonishing completeness, The view that
everybody’s work makes everybody else poorer has prob-
ably never been more firmly and universally held. Belief
in the absolute limitation of all markets is hecoming an
axiom alike in the business world, among the politicians
and in labour circles, Dramatic pictures are drawn of the
rapid recent increase of productive power in this and that
industry all over the world. We are told that “in 1913 it
took 1,260 men-hours to construct a motor-car, in 1925
only 220°"; that a single American collar factory can
produce three collars a year for every Americanl; and the
inference is that we are indeed heading for destruction.
The experience of the past, in which the continual cheapen-
ing of products by more efficient and rapid methods" of
production in unplanned economies has brought them
within reach of wider and wider circles, and provided a
living for populations that increased at a rate unparalieled
in the history of the world, appears to have been entirely
forgotten, Nobody any longer gives anything for the old-
fashioned doctrine that each man’s product itself makes &

! Hausleiter, The Mackine Unchained, p. 183.
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market for the product of others ; that in the very cheapen-
ing of goods brought about by machine production lies
the answer to the question : How shall we dispose of this
growing output ? Yet a century ago similar pictures might
well havebeen, and indeed were, drawn of the limitless poten-
tialities of production, almost as staggering for their time
as is the capacity of modern machinery for our day. Rela-
tively speaking the problem of marketing must have ap-
peared no less insoluble to our great-grandfathers than it
does to us. Yet we know that that problem has, on a long
view, solved itself—even in a world of unplanned econo-
mies—not, indeed, smoothly and continuously, but by fits
and starts, interrupted by periods of congestion such as
that which strangles progress to-day. Tt has solved itself
because the fact that every man’s work makes somebody else
richer has dominated over the belief that it makes every-
body clse poorer ; with the result that power of consump-
tion, except during temporary crises when the interchange
of goods is held up, as to-day, because buyer and seller
cannot come to terms about a price of sale satisfactory to
both, has shown itself able to keep pace with power of
production. :
If, therefore, public opinion and public policy alike con-
tinue to be used to boister up the centrifugal force which is
at all times a potential menace to an unplanned economy,
then a recovery from the present depression may be in-:
definitely delayed even where conditions are otherwise-
favourable to it. If every nation continues to regard the-
wealth of every other nation as an infectious plague from
which it must at all costs be isolated by impregnable
tariff walls, prohibitions of import, or, at least, severcly
restricted quotas, then the recuperative power, which I
have suggested is inherent in an unplanned system, may be
effectively squashed into nothingness. Even the incipient
revival in the United States, where the underlying economic
conditions are particularly favourable, may yet be undone
by policies based on paradoxical economics. The cherished
recipe of the Americans for creating abundance for all,
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by uniting cmployers in a nation-wide (but voluntary!}
movement 1o pay more money for less work, may prove too
strong for the digestion even of that stalwart’ community,

Moreover, we have to face the fact that even should there
be a revival of industry in some at least of the unplanned
economies, the danger of further breakdowns at a later date
will not be removed unless and until economic scierice and
art advance sufficiently to put right the defective parts of
the machine. I have suggested earlier that this latter
possibility is by no means to be ruled out. Research and
business experience, particularly if there is close contact
between them, may, for example, improve existing mones
tary systems out of all recognition. We should keep a dué
bistorical perspective, and remember that we, with our
paper notes backed by mysterious ratios, have travelled along
road since the days when large and small payments alike
had to be met by weighing coins of doubtful standard in
a pair of scales ; and that if is unreasonable, even if tempta
ing, to suppose that the road goes no further, and that
nobody who comies after can have anything to add to the
sum of wisdom which is already ours. But at the moment we
are bound to admit that, so Far as prcscn.t knowledge goes,
the liability of all unplanned economies to tumble mto
these tragi-ridiculous impasses remains,

And to this we have, of course, to add that, in accordance
with the argument of Chapter IV, mere avoidance of these
pitiable exhibitions does not of itself constitute full ecos
nomic efficiency. An unplanned economy, in which every-
body had something to do and all plant was put to some
use, might still exhibit in every sphere of activity faithful
adherence to the professor's supposed motto : * As little
history as possible for as much money as possible.”

V11 . o

Against all the possibilities outlined above there is much
to be said. Nothing is more ghastly than the prospect of &
war between the capitalist and Communist countries. A
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complete repetition in other countries of the Russian
Communist revolution, social and economic, can be con-
templated with equanimity only by those who esteem a
cause otherwise than in terms of the personal happiness of
individual human lives : who, in particular, can steel their
hearts completely to the effect of their heroic schemes upon
the millions that make up the bulk of every nation—w
ordinary men, and, perhaps still more, ordinary women,
who wish to lead their personal lives in their own way,
and take socicty for granted without 2 thought, simply as
the background of these lives. And a revival of industrial
activity along the old lines of the unplanned economies
leaves us with, at the best, an instrument of second- or
third-class efficiency.

Can we hope that, alternatively, there might be fashioned
tither from the present social and ecomomic order in the
Soviet Union, or in some one of the non-Communist
countries, an efficient: economic system in the setting of
a just and humane social order? The Russians, to take
their prospects first, have, I believe, a unique opportunity,
if they care to seize it, of creating such a structure. The
planned economic system which they are in process of
building has undoubtedly great potentialities. Wisely
operated, it has, as we have seen, the power to steer clear
at feast of the cruder and more obviously deplorable
disasters into which an unplanned economy habitually
runs. If we have to admit that any criterian of full economic
efficiency is highly clusive, then the next best thing to a
certain achievement of such efficiency, is to avoid forms
of inefficiency which are unmistakable judged by any
criterion ; and which in particular, since they undermine
seli-respect, are the cause of acute mental distress. And a
planned economy, if it cannot be sure of making the most
economical use of all the human and material resources
at its disposal, has, at least, a far better chance than an
unplanned of finding soms use for those resources which is
reasonably satisfying to those who depend upon it for their -

living.
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1t is true, of course, that full realisation of the possibilities
of the Russian economic system must be a long way off. The
experiment of a planned economy is being tried in a country
where almost the only favourable economic factor is the
presence of abundant and varied natural resources, and
where the two essential conditions of a people skilled alike
in industry and in administration are most conspicuously
absent. Even the most ambitious projects of the first Five
Year Plan did not seck to place the Soviet Union on an
equality with the leading capitalist industrial nations,
except in one or two industries. Even after the heroic
efforts of these years, by which the Russians aimed to raise
their electrical capacity from 11} to 42} thousand million
kilowatt hours, they are stil] far behind Germany with her
total of 60} thousand million ; and that too, although, in
accordance with Lenin’s slogan “Socialistn = Soviet power
plus clectrification,” it is to electrical development that
they give pride of place in their schemes. True, the Russians
think in majestic terms. If they build a tractor plant or
a blast furnace, they aim to make it the largest of its
kind in the world ; but it peeds more of these giants than
can be built in a day to outstrip the hosts of similar units,
individually smaller perhaps, but with far larger aggregate
capacity, already standing in countries that have long been
exploiting the industrial field. Hence many years must
pass hefore the superior possibilities of a planned economy
can be demonstrated to those who believe only what they
see, It iz indeed most unlikely that even the second Five
Year Plan will bring the Russian standard of living up to
that even of the Germans of 128, let alone the Americans
of the same date. But the consequences that arise from the
particular background in which the planned system is
being tried out must not, of course, be confised with the
effects and possibilities of the system itself. And of these
last we have seen cause to take an optimistic view.

And we may, I think, be quite sure that the Russians, at
least so far as industry is concerned, will go on trying to get
the most out of their planned system. In view of the events

Is
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of the past year? it is not so certain indeed that they will keep
up the unequal struggle to establish a similar system for
agriculture, But it can hardly be doubted that in indusery
and in commerce there will be no return to freedom of
private enterprise as far ahead as we can see, Indeed
it seetns most unlikely that such a return will ever take place
unjess the Soviet system is overthrown by force of foreign
arms ; least of all is it to be anticipated if the promised
rise in the standard of living comes at last to be enjoyed
by the mass of the people. )

Can we predict with equal confidence the future of the
social and political system which the Russians themselves
regard as an integral part of the whole Communist order ?
Here it seems to me that we have to reckon with more un-
certain factors. Much depends on what the rulers of the
country want to do ; on the type of social order that in
their hearts they believe to be just and proper, To defend
their present social strucrure, with its effective inversion of
the social pyramid commonly found in capitalist countries,
is difficult indeed ; unless on grounds of necessity, or with
the plea that, if there must be social tyranny, it is better
that many should tyrannise over few rather than that few
should tyrannise over many ; though to those who take the
view that to enjoy privilege which has no plain and accepted
Jjustification is & more damaging experience than to be shut
out from it, even this defence will be without validity. Par-
ticularly repugnant is the notion that a man should be
publicly and officially branded by his social origin ay with
an indelible stain of dishonour ; that this should be taken
into account against him if he is charged in a court of Jaw ;
that it should render him liable to imprisonment, deporta-
tion or sudden death ; or that it should be made ground
for depriving his children of educational opportunities
irrespective of their ability to profit from these. Anyone
who reads the violent invective directed by the prosecu- *
tion against the accused at the ““ wreckers' trial” in Moscow
in 1933, and the prominence given to particulars of the

t See p. 87.
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defendants’ social origio in the offiial indicunent, will se
that this forcible inversion of the pyramid is still very much
of a reality in the Soviet Union.

Buot there is no reason on earth why this state of affais
should continue for cver, unless it satisfies the people who
live under it. It is in no way a permanent and necessary
part of a planned economic system. It is a legacy of revolu-
tion ; and if it is true that a planned economy which is
begotten of revolution cannot, in its cardy days, srvive
without the aid of such a social system, it is equally troe
that there comes a time in its life when survival may well
be impossible unless these swaddling clothes are stripped
away. The persecution of the bourgeoisic swept into the same
ret traders, mamficturers, professors, scientists—the whole
stifl-collar world. And therewith it swept away, as the Bol.
sheviks were to realise before long, a mass of administrative
and technical ability with which they could ill dispense.
Already we have seen that economic necessity has com-
pelled the Soviet leaders to give considerable economic
privileges o persons with knowledge and ability of a type
valuahble to their plans, Even in the early days they were

i to staffl their army with officers who had served
under the old régime. But they have done, and still do,
their best to prevent the fact of employment in specially
responsible pasitons, or the enjoyment of economic advan-
tages ot accorded to fess skilbed workers, from carrying with
it social prestige. By the continual prying of the representa-
tives of the Coromisariat of Workers’ and Peasants’ Inspes-
tion ; by the appoimtment of commissars of proved loyalty
to the Communist State to keep close personal watch npon
every ex-Tsarist officer ; and by giving weight to palitical
mtnwcllas;uchmcalthﬁmuom making all
mportant appointments, the Boldheviks still remind the
non-proletarian that he exists only on sufferance.

Forthecmunuamnofthnsymnpullthcpuumt
time, two factors in part may be cited as
sponsibe. 'I‘hcﬁrstnthcgmmmdnngerdmhmage&m
those who have not accepted the principles of the new order,
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and who in their hearts desire nothing so much as its un-
doing. If this will never be wholly extinguished (there must,
one would hope and believe, always be some rebels left to
protest against any form of society), it is bound to become
less and less important with the lapse of time—as the num-
ber of those who can look back on bygone days of privilege
and social prestige continually diminishes. The second
reason is rooted in the unfortunate psychological corrcla-
tion which appears to exist between hatred and fear on
the one hand and social enthusiasm on the othrer. The Soviet
rulers appreciate the advantage of a bogey-man as 2 means
of stimulating the zeal of the people for their plans. Here,
perhaps, we touch upon a more decp-seated mouble.! But
there is still this to be said : there are more ways of satisfy-
ing the need for a bogey-man than by the persecntion of
whole social classes irrespective of the merit or demerit of
the individuals of whom they are composed. And it is not
unreasonable to suppose that, as and when the planned
economy proves itself increasingly effective and productive,
the need for the bogey will itself disappear. It is particularly
o excuse the failures of their schemes and the non-fulfilment
of their promises that the Bolsheviks are driven o
heresy hunts and kwak hunts and bourgeois hunts,
Certainly, apart from these two factors, there is no reason
at all why the present Russian social system should mot
evolve into something far less rigid and harsh ; provided
always that the Russians themselves desire that it should do
so. And indeed one is glad to detect already signs of some
relaxation. Mr. Maurice Hindus tells us? that many ex-
business men are regaining their citizenship ; and the re-
turn of the intelligentsia to public life, even if it is as cautious
and guarded as the welcome that awaits them, is significant.
But one thing is essential before the Russian social systevn
can be regarded as anything but an unjust and arbitrary
tyranny : that is, that all records of social origin should be
completety and finally deleted. The needs of efficient govern-
ment may require a census to be kept of the ocoupations
1 Sex bedow, pp. 334 . 2 Tiw Grost Offensiow, p. 50
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of the people. But there is no excuse for further classify-
ing these occupations in accordance with some arbitrary
social scale, And the erasure of all particulars of social origin
must carry with it as consequence the removal of all the
disabilites now imposed upon the bourgeois and, still more
emphatically, of those that shut out his children from the
common heritage.

vIIl

If this measure comes, it seems likely that the social
structure of the Soviet Union may develop somewhat along
the following lines. There will still be differences in income
as between different occupational groups ; and the advant-
age will be with the person whose work is more responsible
or requires greater technical knowledge. The manager will
get more than the men who work under him, the research
worker more than the laboratory assistant who washes his
bottles, The order of priority in income of different salaried
callings will, in fact, come to correspond fairly closely to
that to which we are accustomed in capitalist countries.
But the differences between one group and another are
likely to be very much less than with us. The reasons for
this, already mentioned in another context,! are two. First,
the abolition of incomes derived from successful business or
financial enterprise will greatly lower the standard of
expectation of persons even in the most influential posts of
all.? It is the alternative opportunities open to its members

1 See pp. 166, 167,

¥ The student of economics may protest that the incomes of business
prople are determined in an unplanned economy by fundamentally the
same process as that which fixes the wage or salary of an employed
person, Sir William Morris has acquired the income that he has
scquired because he has been able to make the public who buy his
ears pay him that income ; and, in the paying of it, that public have
implicitly admitted that they think that be is worth it.  In exactly
the same way the receipt of any wage or salary is cvidence that the
employer who pays that wage or salary thinks the recipicot worth
it it might be argued that the exceptional people who get
apectacular incomes in & capitalist economy will, just beeause they
are 30 exceptional, be able to stand out for a similar prioe when they
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which determine all along the scale the price which any
particular group can get for its services. And, second, the
establishment of equality of educational opportunity will
materially reduce the monopoly enjoyed in capitalist coun-
tries by persons in professions for which a long training is
necessary.! It is, I think, true, that at all levels the standard
of human competence yet attained is surprisingly low. There
are very few people who do the simplest jobs really well.
But there is no doubt whatever that the number who could

are employed under a planned system ; that in each case they are
only getting what their services are worth to those who use those
services. But it has to be remembered that the working of economic
laws is eonditioned by the background in which they function. And
here the fact that the carnings of an employed person are determined
by a definite contract is all-important. Spectacular business incomes
are paid by thgrgublic indirectly through the prices of goods which
they purchase. They have no idea what the price which they pay for
a motor-car is ultimately going to mean, in terms of personal income,
to the head of the finm. It is another matter to say that if they were
asked beforehand to agree to pay Sir Williams Morris a salary on the
scale of his income during his more prosperous years, they would agree
tothcpropoaal;orthat,inaworlgwhmitwasnotqpmmhjmm
engage in business on his own account, be would refuse o affer his
services for less than this figure, And it has to be remembered, further,
that into those very large incomes which pass sometimes as the reward
of * rare natural ability ** there muat enter, in an unplanned cconomy,
& large element of Juck. One stroke of good luck {e.g. success in nusug
capital or making a correct anticipation of public demand at & cruct
motnent) must have been the turning-point in the career of many a
captain of industry who would otherwise have been fated to die unseen.
Others, no less capable, in the sense that their proportion of correct
to mistaken forecasts was equally high, have remained for ever poor
and obscure merely because their mistakes fell at critical moments.
But in the planned economy the corporation pays its servants only
for their seevices, and itself both pockets the gifts of good fortune and
bears the blows of fate. In these circumstances luck can add nothing
to & man's income unless he is fortunate enough to be employed by a
corporation which rates his abilities {or rated them, when the terms
of his employment were settled) ay greater than they are.

1 It may be remarked in paswsing that the Soviet planned economy may
also reveal that the length of this period has in many professions been
extended far beyond what is necemary, in onder to strengthen the
monopoly of thase already qualified, or to provide work for those
whose job it is to train new entrants. At the moment, in their desperate
need for qualified workers, the Rusiana have gone to the other extreme
and have to be content with the sketchiest training ; but, even in
easier circumstances, they may be well advised to eliminate a great
part of the long and arid training of many Weatern university courses.
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do more difficult and responsible jobs af least ar well as they
are now done is enormously much greater than appears under
our restricted and unequal educational system, There are
very few excellent doctors ; very few excellent engineers ;
but there are plenty of men and women who, if they had
a chance to g through the necessary training, could acqmt
themselves quite as creditably as the doctors and engineers
who now command disproportionately high salaries by
reason of their comparative monopoly.

Differences in income spell differences in ways of living
and in tastes ; and those who have common tastes and
common ways of living are apt to associate with one an-~
other. Does this mean that the reappearance of an income
scale which resembles that of Western countries in the
principle, though not in the magnitude, of its grading, will,
in its turn, lead to the reappearance of anything like the
social structure of those countries ? Will the white-collars
again come to look down on the no-collars, and those who
wield the pen again despise those who are masters of the
spanner ? And still more important, will the dirty hands
in their turn come to look up to the clean hands, to address
them in terms of special respect, and to accept as natural
their own exclusion from all ordinary social intercourse
with these superior persons ?

There is, I think, some danger of such a reconstruction of
social castes. To estimate this we need to define more pre-
cisely the difference between income distinctions and dis-
tinctions of social class arising therefrom, Higher incomes
may be paid for the possession of some specific knowledge or
ability. They can be justifiedd only in so far as the amount
of such knowledge or ability which any individual possesses
can be fairly closely measured ; his record, in that specific
matter, being compared with the record of others, and his
money earnings adjusted to the result. Now, higher incomes
paid in respect of such superior specific qualities impiy in
principle no right on the part of the recipient to regard
himself, or to be regarded by others, as gearrally superior
to his fellows. Distinctions of class on the other hand
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represent a pretended grading of human beings as suck—a
comparative estimate of individual human values. But such
a grading can have no foundation in nature or in reason.
No general standard of value exists by which a clever knave
may be weighed against a righteous fool, or physical prowess
fairly matched against mental dullness, In ultimate valua-
tions we have to fall back on the rule that a human being
is a human being ; as do even capitalist communities in
crises of life and death, when the niceties of social status
are overlooked in determining the order of precedence of
rescue from fire or shipwreck,

Yet this profound distinction between specific and general
superiority is in practice all too easily blurred. A man has
money because he is a clever engineer. Because he has
money, he has a large house and a bathroom in which he
baths every day, and three-course dinners every evening.
He goes abroad when he wants to, and he buys the books
that he wants to read, instead of waiting his turn for them
at the library, And hecause he baths and dines and travels
and reads so lavishly, he must be a fine sort of a man, So
runs the slippery argument. Most of us, alas ! are prone to
believe that it is ourselves and not our opportunities that
make us the admirable persons that we so evidently are ;
and to demand respect, accordingly, for qualities which at
best are the result of our exceptional good fortune. And the
case with which we impose this view on others suggests that
the veneration of the have-nots for the haves is in tune with
gome profound instinctive trait in human character. Once,
therefore, differences of income are admitted, the danger
that the natural social grouping of those who have common
tastes and ways of living will pass into an wnnatural social
grading is always round the corner.

For this reason it is much to be hoped that, even should
the Russians relax their fierce repression of the now
unpopular social classes, they will not lightly abandon their
institution of Workers’ and Peasants’ Inspection, Undoubt-
edly the price of this meddlesome interference of the rank
and file into affairs of which they must, in ninety-nine cases
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out of 2 hundred, understand nothing at ail, is a consider-
able sacrifice of efficiency. But, even at that price, it may be
argued that the safeguard which this affords against the
odious vulgarities of class distinctions is well worth having,
For those who are accustorned by the nature of their work
to give commands, ot are divorced from the crude physical
realities of farm and mine and factory, what can be more
salutary than some such direct personal reminder that they
are no better than their fellows ? The official intrusion of
those who perform the simplest, the dirtiest or the most
tedious jobs into the secret places of those whose work is
skilled, responsible and interesting (and paid for as such)
provides a means of contact between the one group and
the other that might never be established in any other way ;
and it makes at the same time a magnificent assertion
that none shall judge the one superior to the other. Nor is it
unreasonable to hope that, as the standard of proletarian
education rises, the price of this intrusion, even in terms
of economic efficiency, may be gradually diminished.
The better educated the rank and file become, the more
will they realise and respect the province of the expert ;
the less will such criticisns as they make be directed to
technical matters, on which their opinion is valueless, and
the more to human issues on which their judgment stands
equal with that of others—on which those, upor whom
their inspections descend, are no better qualified to pro-
nounce than they ; the more, in fact, will they concern
themselves, not with the currency policy of the central
bank, or the rotation of crops on a collective farm, but with
the detection of those signs of personal ostentation and
arrogance on the one hand, and of subservience on the
other, which mark the insidious growth of class distinctions.

It will be scen that the type of social structure which I
have sketched above is nearly but not quite the equalitarian
classless society which the Russian Communisis themselves
believe will presently emerge from the Soviet experiment.
On the economic side, it stops short of their slogan :
** From each according to his ability, and to each according
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to his needs.”” And I have aclmitted, if with reluctance, that
it does not obviate once and for all the danger that some
measure of class distinction may eventually reappear ;
though I have at the same time tried to indicate measures
by which this disagreeable possibility may at least in some
degree be avoided. But to those (among whom I would
count myself) who still hanker after the ideal of complete
social equality, I would commend the following reflection.
‘Such modified inequality as I have suggested has at least a
certain natural justification. The stock arguient against all
proposals for social or economic equality is that men are
not, and never will be, born equal. True, they are not, at
least in respect of those particular gualities which are
capable of even approximate measurement. But the range
of differences between. one man and another in specific
physical qualities, or indeed in any measurable character-
istics, is closely limited. It bears no comparison with the
range of difference between the top and the bottom end of
the income scale of capitalist communities, In a group of
adult men some may be 1o per cent or 20 per cent taller
than another, or may score twice or three times as many
marks in an intelligence test. But nature does not recognise
differences of the order of a hundredfold and a thousandfold
between members of the same species. If the differences
between incomes were restricted within the same limits as
the differences between one man and another in specific
measurahle qualities, our typical violent contrasts of wealth
and poverty would be immediately blotted out, and we
should be left with a picture, which, if it did not portray
absolute equality, could yet show some rational ground for
its limited departures from that happy condition.

We have certainly to face the possibility that some such
measure of inequality -will prove to be an ultimately
necessary condition of the stability of large and complex
societies. On this I should not like to dogmatise, or to count
out, the possibility of true equality without duc cause.
But we have, I think, to appreciate the force in the argu.
ment that equality is not a natural condition, and that the
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strain of maintaining it artificially may prove 100 heavy for:
any socicty that we can construct. We have already
remarked that the maintenance of economic and social
equality implies definitely and deliberately weighting the
scales in favour of the weak, the unfortunate and the
incompetent—to whom the slackers must also be added.?
Ordinarily civilised folk can readily accustom themselves
to the idea that the first two groups have special claims.
But that this generosity should be extended to include also
the incompetent and the shirkers postulates a degree of
civilisation scldom attained.

IX

Turning now from the social and economic to the
political chapters in Russian Soviet philosophy, we may
express far graver doubts whether the withering away of the
State, sketched by Engels and Lenin, is destined to become
more than a beautiful dream, It may he admitted that a
considerable part of the business of the State in a non-
Communist society consists in enacting and enforcing laws
which are conceived in the interest of the dominant social
and economic classes ; though it would be mighty difficult,
and increasingly difficult, to make the whole of the legisla-
tion of progressive modern States fit into this category ; to
say, for example, that laws requiring the medical inspection
of children in elementary schools, or forbidding the
destruction of wild flowers, or limiting the hours of work in
dangerous trades, or a thousand and one others, have no
object save that of enabling the well-to-do more effectively
to oppress and exploit the poor. But, even when the widest
possible aliowance has been made for the class character
of State activity in capitalist socicties, to arguc that
because the State machine is necessary in order to uphold
the class structure of a class-ridden society, therefore a
community which knew no classes would hold together
without any similar framework, is not good loglc Lenin

1 §ee p. 106,
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11X

Turning now from the social and economic to the
political chapters in Russian Soviet philosophy, we may
express far graver doubts whether the withering away of the
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more than a beautiful dream. It may be admitted that a
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1 Ser: p. 106
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admits that the compulsion of recalcitrant individuals
would still be necessary even after all class distinctions have
been done away ; but in supposing that this will be satis-
factorily performed by the nation itself as * any crowd of
civilised people . . . parts a pair of combatants or does
not allow a worean to be outraged,” he is surely bestowing
upon primitive mob justice a dignity which it hardly
deserves.

Rather, surely, is it true that the development of a
Communist socicty imposes upon every man and woman
an enormous mass of social obligations unknown to the
world of individualism, Even in capitalist societies, legis-
lation of the type that I have just quoted indicates the
gradual recognition of new obligations which the public
interest demands should be observed. And the establish-
ment of a planned Communist society multiplies these
enormously, Already the Russian criminal "codes, -with
their sabotage, counter-revolutionary activity and so forth,
have invented a host of crimes unknown to the courts of
capitalism ; and not all of these can be dismissed as measures
of social defence necessary to the transitional period in
which only the dictatorship of the proletariat, not full
Communism, has been established. To contribute your
best to the national output is not, in times of peace, one
of the duties imposed by the State on its members in un-
planned economies ; and the capitalist State is therefore
relieved from the onerous task of hunting eut and punishing
those who evade this task. But it is of the essence of Com-
munism, even in its most perfect form, to demand from

1 Thix fact might profitably be barne in mind in view of the Joud
applause often given to the Soviet judicial and penal system. It is
true that the Russiany make prison sentences, for example, extremely
tolerable, if Dot pemitively agreeable, for those who are sentenwed in
the courts for offences of the wpe recognised by capitalist law, eg.
thieving_urpennn:lmult,mdthnthcywmumu’mqu
reformative possibilitics of life in a sanely ucted prison. But in
fnirness it should be added that they really do not regard sny of these
crimes as very serious ; and that in the treatwent of those who offerd,
as by sabotage or counter-revolution, against the fundamentals of their
society, they show no equal zeal for lenient and reformative measures.
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each according to his ability; and every Communist society
must accordingly provide means for secing that this obliga.
tion is fulfilled and for dealing with any who neglect it.
Indeed it would secem that the further we pass out of the
transitional proletarian dictatorship into the pure Com-
munist society, the more will this machinery be required ;
for in the transitional phase, as we have seen, differences
of income are permitted, and these provide the incentive
to effective work. In the completely equalitarian society,
towards which the Russians themselves believe that they
arc moving, no such inducernents will be permissible ; and
the need for official public sanctions, to be used against
those who attempt to do less than their share, will be
proporticnatély greater,

Indeed it may well be questioned whether already this
reliance on the sound instincts of the *“ atrmed nation ** as
a substitute for duly constituted law and justice has not
gone a great deal further than is desirable in Russia. End-
less stories are told of the unofficial means adopted for
pillorying persons suspected of various shortcomings, The
name of the idle workman is posted on the blackboard,
whilst that of his industricus colleague is chalked up in
red. Derisive articles (not sparing names) appear in the
wall newspaper, or abusive posters are affixed to the house-
door of a suspected drunkard. Even the name and address
and photograph of a man suspected of resorting to prosti-
tutes may be published in the local press, It is obvious that
these practices offer texnpting opportunities for wreaking
personal vengeance and venting petty spite under the guise
of public duty, And moreover, even if the instinct of the
armed nation for justice is fundamentally sound (and it is
highly questionable how far this is true), the mob does not
pause to verify facts. It may be right that a man should
be prevented from outraging a woman; but a ecrowd,
burning only to achieve this praiseworthy end, will tear
8 man to pieces, only to discover too late that nothing was
further frona his intentions than suchdishonourable conduct.

1 Hindus, T Great Offovsioe, p. 148,
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Such methods are a poor substitute for careful judicial
enquiry by persons trained in the scrutiny of evidence,
-and armed with the majesty of the State,

X

To us of the non-Communist world, more interesting
even than any attempt to forecast the future of Russian
social and political institutions is the question : Would it
be possible for us to copy, and indeed improve upon, the
Russian planned economy, without first passing through
the welter of revolution, or transplanting also the social
system which is the accompaniment of economic planning
in the Soviet Union ? Is it even possible that the future
may see some sort of convergence of both capitalist and,
Communist societies towards a new order midway between
the two P—the Russians, on their side, permitting a gradual
relaxation of the extreme rigidity of their social structure,
until this resumes 2 shape more nearly conformable to
the lines of that familiar to us ; while the capitalist countrics,
in their turn, substitute a planned for an unplanned econ-
omic system, without forcibly inverting their social pyramid?
In the past it has not been uncommon for one nation ta use
the experience of others as a stepping-stone towards its
own more rapid advance, Those which come later into
the field can miss whole stages through which their pre.
decessors have passed laboriously. Thus the Russians them-
selves claim to have practically omitted the whole epoch
of capitalism from their history, and to have stepped from
the primitive agricultural life of the pre-industrial revolu-
tion era directly into at least the first stage of socialism.
Might some of the present capitalist communities similarly
miss the first, and emerge full-blown into the second, phase
of economic planning ?

Whether events take this course depends, I think, almaost
entirely on whether enough people wish that they should
do so. There are no insuperable technical difficulties in the
way of building a planned system on the foundations of
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existing unplanned economies without at the same time
upheaving the whole social structure of the country. But
the human obstacles are very considerable. Those, how-
ever, who believe that this is, on the whole, the line of
development most to be desired, should not despair on this
account. For where the only obstacles to be met are those
of human will, success depends on nothing more than ability
to persuade enough people to think as you do. And what
some people think to.day is thought by other people
to-morrow.

The chief snag lies in the impossibility of effective plan~
ning, unless the planners have full control of the main
instruments of production. And control, if it is to mean the
power to say : This and that plan is to be carried out—not
merely this and that is prohibited, but outside these limits
anything can happen—-practically implies ownership,
Throughout this book it bas been taken for granted that
a planned economy is one in which all the resources (other
than man power) of the area over which the plan extends
arc under the direct positive control of a central planning
authority ; so that, when plans are made, the distribution
and use of the plant and materials appropriate for carrying
them out falls as a duty upon persons who are in the position
of public servants. In the Soviet Union this condition is
satisfied in so far as the industrial resources of the country
are owned by public corporations, the managers of which
have no personal pecuniary interest worth mentioning in
the financial results realised by these enterprises. The plan-
ning authorities are able, therefore, to frame their plans
confidently, in the knowledge that they can, for example,
require the banks to make a certain volume of advances to
the building industry, or a tobacco trust to divert its surplus
profits to a mining enterprise, with instructions that these
be used in opening up new mines in the Don Basin ; and
without fear that these plans may be obstructed by such
considerations as that the banks’ funds belong to the bank,
or the tobacco manufacturers’ profits to the tobacconists,
and that these awners, just because they are owners, will
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insist on doing what they please with their own money, It
is always somebody's business to see that the material re-
sources necessary for carrying out the plans are put where
they are wanted, if this is humanly possible, or to explain,
on pain of severe punishment, the reasons for this not being
done.

In the chapter that follows, the grounds for regarding
some form of public ownership of natural and capital wealth
as an essential condition of effective planning are discussed
a little more fully. Here, if we may simply continue the
assumption which has been implicit in all that has been
written up to this point—namely, that socialisation and
planning are thus inevitably connected--we are brought
up sharply against the fact that outside Russia capital
instruments are normaily privately owned. How can these
be transferred to social ownership ?

There are only two ways of making this transfer. The first
is to expropriate the owners of property which it is desired
to socialise in order that it can be brought within the pur-
view of a national plan. The second is to compensate them,
Both methods can, of course, be applied in combination, as
when owners are bought out at less than the full market
value of their property. But these two methods, whether
singly or in combination, exhauststhe possibilities,

Enough has already been said to show that expropriation
implies revolution. The Russians, for their part, did not
stop to weigh the merits of the two alternatives. They
adopted the simple and expeditious method of trundling
owners, whose property they wished to acquire, out of the
way on trucks—a procedure which, it is entertaining to
learn, has since been sanctified. At a theatrical performance
in a children’s theatre which I saw in Leningrad, the play
ended with a group of ardent young Pioneers dragging the
villain (an idle workman, needless to say) off-stage on a
truck—" an old revolutionary custom,” the interpreter
blandly explained. But since persons whe have been
foreibly dispossessed of their property will be on the look-
out for ways of forcibly re-acquiring it, expropriation
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involves not only revolution, but also the establishment of
something lke the social and political institutions that
followed the revolution in Russia, It demands at the least
that the most rigorous measures shall be taken to keep the
dispossessed, and perbaps also their children, in a state
of subjection and dishonour.

So, on the assumption that a planned economy is to be
built in such a country as ours otherwise than by means of
revolution, and without any thoroughgoing inversion of the
social pyramid, we fall back on the old-fashioned—to-day
almost discredited-—method of compensation. If owners
are not to be expropriated they must be bought out, This
means that those who now hold the stock of industrial
enterprises must become creditors of the new public
corporations into which these enterprises are transformed ;
that their claims must be reduced to a definitely fixed rate
of interest, whether or no they were previously holders of
debentures, preference or ordinary stock ; and that as cred-
itors they must be deprived of all control over management.
Naturally the rate of compensation payable to these
various classes of stockholders will not be the same in all
cases, those who under private enterprise drew most of
the profits having a higher ¢laim than those whose interest
was more limited. All capital loaned to socialised enter«
prises, will, however, carry a fixed rate of interest ; and it
is to be hoped that the principle will also be observed of
limiting this to a period of years, i.e. paying compensation
in the form of a terminable annuity, Further, it will be
expedient, and indeed necessary, to invite many of those
who were the active directors and administrators of the
various enterprises in the old days (as distinct from the
passive shareholders whose latent powers of control will
be abolished) to accept posts in similar capacities under the
new public corporations. In these new posts, of course,
all ranks alike will have the status of salaried or wage-
carning employees, and personal financial interest in the
profit of the concern will be totally absent, or at least
negligible in amount. In short, the methods by which
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London passenger transport has recently been unified as
a public enterprise form an excellent model of the lines
along which, with only minor variations, socialisation by
purchase must proceed.

Now the chances of carrying out projects like these on the
grand scale (that is, over a sufficient area to permit of
effective planning of the economic life of the country as a
whole) must depend, as has already been said, almost
entirely on the degree to which people desire to see them
thus extended. Is this desire in fact widespread, or likely
to become so ?

All socialists (and their number is by no means negligible)
believe that the transfer ought to be made ; though many
are, of course, impatient of the idea of resorting to com-
pensation rather than revolutionary expropriation. And I
get the impression that amongst the technical and admini-
strative personnel of industry also there are very con-
siderable numbers who, disgusted with the stupidities and
meannesses of profit-making industry, would most gladly
find themselves public sexrvants. The support of these
classes is, however, not yet won for a programme of social-
isation because at present socialism, as they understand it,
is mixed up with ideas about class, and perhaps also about
the nature of the universe, which are highly repellent to
them.

In this connection it is significant that, as soon as the
Labour Party in this country abandoned the narrow class
basis of its appeal to the manual weekly wage-carning
class, and, in an apparently splendid access of consistency,
interpreted the term * workers * to include those who work
by hand and by brain, it got into all sorts of difficulties ;
and has, in fact, been incapacitated by sectionalism ever .
since, For it did not dare entirely to shed the old skin
while displaying the new ; and yet the two are not in truth
compatible. The prospect of an ordered planned economy
under social control makes a great appeal to the salaried .
intelligentsia and to technical personnel ; and since these
classes occupy many of the key positions for the successful
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running of any and every industry, their enlistment in the
ranks of a party which desires to build such a planned
economy greatly strengthens the chances of that project
being realised ; but since, further, these persons are not in
the main drawn from the same social groups as the manual
workers of industry, it is impossible for the same party
simultaneously to hold the loyalty of the latter by inciting
them indiscriminately against all the more economically
fortunate classes. ,

For the better paid salariat, if not indeed the whole world
of those who think in terms of salaries rather than wages,
are not in fact members of the same social classes as the
rank and file of manual workers. Their patural association
is with those who fall into their own income groups ; which,
at least in the case of groups standing near the top of the
salaried classes, means association with owners as well as
workers. A very gallant attempt has been made by the
Labour Party to show that a works manager with a salary
of £1,500 a year bas more in common with a mechanic
earning £9 a week than with a person living on an invest.
ment income of a thousand or two, by virtue of the fact
that he and the mechanic know what it is to be employed
~t0 be at somebody else's beck and call, and liable to
find themselves at any time jobless and incomeless.w
whereas the man of private means, at least if he chooses
his investments well, stands secure for ever. But the attempt
fails, because of its obvious lack of contact with reality.
For one thing, employed persons earning good salaries
geuerally manage to defend themselves against the insecurity
proper to proletarian status with a degree of success quite
unknown in the weekly wage carnex’s world. They secure
contracts for the month, quarter, year or term of years,
instead of for the hour, day or week. They are far less liable
to be dismissed as the result of passing personal caprice,
as an unpopular workmman may find himself fired by
his foreman in a fit of temper. And, for another thing,
the higher salariat give a good deal of their attention to
the possibility of enlarging their incomes by shrewd
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investment : the line between earner and owner becomes
more and more blurred the higher we proceed in the income
scale. And, more than all, the plain truth is that for the
manager to ask the mechanic to tea, or to a round of golf,
in the ordinary way of social intercourse would be a daring
disregard of accepted conventions, and for the mechanic
to ask for the hand of the manager’s daughter would
he classed as a piece of outrageous impertinence. And
it is these things which reveal the wtue lines of class
structure,

What it comes to, therefore, is this : if the object in view
is to put down the mighty from their seats, no matter
what the cost, then the class war should be preached in
all its nakedness, and the apostles of that war must keep
themselves clear of flirtations with the bourgeois classes,
including the salariat. If, on the other hand, our aim is
to build a planned economy under social control without
a revolution in class structure, then propaganda must be
directed towards that end. In that event the simple and
appealing motif of the class war has to be dropped. On the
other hand, such propaganda will be rewarded by finding
a fertile field among technical and administrative per-
sonnel—that is, among persons whose co-operation is
absolutely essential in the building and working of any
planned economy.

To win the co-operation of the independent business man,
and in particular of the captain of industry, for any xcheme
of socialisation is a more difficult proposition. Though a
member of the same social group as the highest paid salariat,
the captain of industry is naturally far more favourably
disposed than they towards a system of industry which has
made him both captain and wealthy. The prospect of
becoming president of some nation-wide socialised corpora-
tion may satisfy to some extent his desire for authority
and for room in which to conceive bold schemes ; but in
accepting even one of the highest executive positions in A
socialised economy he forgoes for ever the chance of reaping
the fabulous gains, rendered more attractive by their very
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uncertainty, which an uoplanned economy bestows upon
its most fortunate members.

In this, perhaps, lies the one good reason why the non-
revolutionary socialist should desire the present sickness
of capitalist socicty to continue long in its full severity.
For the chances that men who have made thirty, fifty
and a hundred thousand a year by their own initiative
and enterprise will accept even twelve or thirteen thousand
as public servants, clearly depend on the vividness of their
hope that the golden opportunities of the old days will
come again, The longer the present depression endures,
the greater its severity, and the more it shows up the
inherent weaknesses of an unplanned ecconomy, the more
casily will the minds of these leaders turn to consider on
merits the possibilities *of a planned economy, and the
more readily will they begin to picture their own position
in such a system in favourable contrast to their present
plight in a planless world.

Moreover, while compensation and expropriation re-
present the only two methods by which existing capital
resources can be transferred from private to public owner-
ship, that wansfer can be supplemcnwd in another way.
It needs to be constantly borne in mind that the structure
of industry changes with great rapidity : to-day faster
perhaps than ever before. The vital industries of to-day
are not those of yesterday, and they will not be these of
to-morrow. Hence something can be done towards building
the planned socialised system of the future if a keen eye is
kept open to see that the exploitation of big new possie
bilities is kept in public hands from. the first. In so far as
all new inventions pass through a highly speculadve stage,
and no State can afford to make a corner in risks while
leaving all the comparatively secure, humdrum industries
in private hands, this method has indeed to be applied
with discretion ; and there is the further limitation that
individual experiment must not be discouraged by know-
ledge that the experimenter will not himself be permitted
to reap what he has sown. But even within these limits
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there is considerable room for building up a nucieus of
socialised industries, actually before we are ready to face
the problem of transferring existing capital to public
ownership. After all, experiment is not so tender a plant,
or one s¢ dependent on the atmosphere of pecuniary profit,
as is commonly imagined. A surprisingly large proportion
of the inventions that have proved themselves of supreme
industrial importance have been the outcome of research
that was three-quarters pure, and one-quarter concerned
with locking for the answer to some question quite other
than that the solution of which has made it famous. And
in our own time we are not without examples of the power
of the State to seize upon and monopolise new industrial
inventions in its own hands. The creation of the British
Broadcasting Corporation, and the establishment of a
public authority to controi the distribution of electric
power throughout the country, are often quoted as speci-
mens of the new institutional forms which public enterprise
may assume, in contrast to the old-fashioned model of
nationalisation under a department of State like the Post
Office. But they are equally important as ilustrations of
the new spheres into which public enterprise may intrude
without any social upheaval or break in the continuity of
¢conomic life.

When all is said, however, we have to admit that the
establishment of such general social :ownership of the |
instruments of production as is a necessary condition of
effective planning is likely to prove a tough job. In fore-
casting the possibilities of its being successfully tackled in |
the future we cannot go beyond the statement, already
made, that it could be accomplished if enough people -
wished to accomplish it : except to add that the circum-
stances in which this wish might arise are not incon-
ceivable, in the way that it is inconceivable that the present
holders of industry should voluntarily surrender their
property to the State without asking a penny in return,
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If now we suppose that the big stile has been climbed, and
that a central authority has acquired by purchase sufficient
control over the capital resources of the country to make
comprehensive planning possible, what kind of a future lies
before such a planned economy ; and in particular, what
pattern may its social stratification be expected to assume ?

In the first instance, the class structure of such a Society
must approximate more closely to that already existing
in this country than to the model cither of the classless
State, or of the modified proletarianism towards which the
Russians appear to be moving. For income differences would
still be large ; very large, The captain of industry cannot
be bought out on terms that bear no relation whatever to
his accustomed standard. If he can be bought for even a
third of his sometime market value the price will still be
high, as the experience of the London Passenger Transport
Board! has shown, Moreover, the mere fact that existing
owners are bought out, not expropriated, implies the con-
tinuance, for a time at least, of a class of idle persons, many
of them very wealthy. Few, merely because they have heen
transformed from employers and shareholders into State
servants and State pensioners, will be prepared on that
account immediately to embrace the manual proletariat
ay their brothers.

Does this persistence of class and income differences mean
that such a society, having laboriously acquired the means
of planning, would find itself incapable of either framing
or executing any plan ? That is indeed the crux of the whole
matter. And to that question the Russians, for their part,
would unhesitatingly reply : It does. For it is part of the
unity of their whole philosophy, on which so much stress
is laid, that the economic experiment which they are
making cannot be severed from social revolution ; that a
planned economy is no use at all unless it is the instrument
by which a victorious proletariat in the first place, and a

1 8¢e p. 167.
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happy company of classless co-equals in the second, satisfy
their bodily needs.

For a plan, the Russians would say, must bave unity of
aim ; and a socicty in which a small upper class, con-
sisting of the well-to-do, the idle and the holders of in-
teresting and responsible jobs, stands socially superior to
millions of poorly paid drudges, can have no unity of aim,
It is fatally divided against itself. That its economic system
should be planless is, in the Bolshevik view, not only
appropriate, it is indeed inevitable. A pational plan must
be conceived in the pational interest. And prior to the
proletarian revolution there is no such thing as national
interest. There is only class interest.

This argument cannot be dismissed as the frivolous
vapourings of academic revolutionaries. Bur it does not, I
think, tell the whole story, and it exhibits the normal bias
towards the belief that one’s own is the only way. For ope
thing, it undoubtedly exaggerates the sharpness of the
lines of class distinction in such countries as ours. The
highest of our social classes are indeed separated by an
immeasurable gulf from the lowest ; but each shades im-
perceptibly into its neighbour, and so on throughout the
whole scale. In pre-Revolution Russia the absence of any
large and solid middle class made the class struggle both
simpler and more dramatic than it can be in Germany,
France, England or America. Indeed, it may be said that
the point in which Kar] Marx’s bold forecast of the social
and economic future of the Western world has been Jeast
justified by events is his confident predicion that socicty
would more and more split up into two opposing camps ;
the proletariac and the bourpeoisic.

According to other parts of the Marxian analysis, itis w
changes in the technical methods of industry that we have
chiefly to look to explain changes in social groupings and
mental outlooks. And it is just such technical changes, the
nature of which Marx could not possibly have been expected
to foresee, which have increased the numbers and the social
importance of those middle and professional classes who
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fit uneasily into either of the two classes which alone are
permitted a place in the simple Marxian scheme of things.
It is not, in reality, true that a planning authority in this
country, for example, would be faced with the choice
between planning for the bosses or planning for the masses ;
and that if not preceded by a revolution which had resolved
the conflict between these classes, it would be obliged to
abandon its task in despair, owing to the impossibility
of combining the interests of such irreconcilables within a
single economic plan, A planning authority would be faced,
rather, with a vast network of conflicting interests running
throughout the whole gamut of society ; interests which
are held in some sort of equilibrium-—unstable perhaps,
but none the less workable—within the framework of the
existing order.

It may perhaps be objected that this more complex
class structure would add to, rather than ease, the burden
of planning for a whole national community, From one
point of view it would, since the choices that must be made
are far more numerous, and involve selection from a far
larger range of possible alternatives than the Russians
will admit. There will be no simple guiding rule of “ Up
with the proletariat, down with the bourgeoisie,” but,
rather, an endless weighing of the claims of the clerk against
the doctor, of the artist’s model agaiost the railway porter,
of the captain of industry against the hospital nurse. (To
which it may, incidentally, be fairly answered that similar
problems quickly emerge as soon as we tackle seriously the
job of planning even in the interests of a single class, such
as the proletariat,) But the Russians® insistence on inter-
preting Western social structure in terms of an implacable
conflict between two entirely distinct classes, and two only,
leads them to underestimate the strength of another and
most important factor ; namely, the guidance afforded by
the status quo. Any planning authority constituted other-
wise than by wviolent revolution would start, not with a
clean sheet, but with one on which the unplanned system
had already made innumerable marks. The planners
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would have to take the community as they found it, and
their first plans would inevitably provide for a society
whose economic needs were determined by the income-
grading and social structure already familiar to us. They
would have before them all available information about the
output of bread and beer and toothpaste and tennis
rackets and motor-cars and all the rest of it, and about the
existing distribution of these articles among various classes
of the community ; and the central part of their first plans
would consist simply in supplying by deliberate plan about
the same quantities of these things as had been previously
produced by individual response to the readings of the
pricc mechanism. Indeed, it would be a very condition
of existence of any planning authority which had enjoyed
a peaceful birth that it should not make too rapid and
violent departures from the siatus quo.

It is evident, however, that it would not be worth while
to undergo the arduous labour of socialising industry, and
setting up a workable planning authority, merely in order
that this authority might employ a single conscious will
as the means of bringing about results identical with those
previously achieved by the aggregate of millions of unco-
ordinated decisions. The second job, therefore, of the
planners, which alone justifies that labour, would be wo
complete the picture which the existing system of industry
at the moment leaves unfulfilled : to make plans extensive .
enough to employ not only the 70 per cent or 80 per cent
of the nation’s workers and capital resources already at
work under the unplanned system, but the additional
margin which is at the moment wasted. And, in choosing
the uses to which these additional resources would be put,
the planners would again, in the first instance, be guided
by the standards implicit in the siafus guo ; that is to say,
they would attempt to push the production of the kind of
things that are already produced a little further along the
lines along which it already goes; and they would re-
munerate people engaged in the execution of these plans
according to much the same principles as determine the
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remuneration of everybody who gets a job under the present
order. They would, on the one hand, pay high salaries for
skill, experience and willingness to assume responsibility ;
and, on the other hand, they would take this distribution
of wealth into account in framing their production plans,
50 that a substantial amount of goods of a relatively
luxurious character would be supplied to meet the demands
of those who enjoy these superior salaries, In these circum-
stances, the job of planning becomes a matter not of
deciding on general principles how much of this and that
to provide for every cne of the forty odd million people
who live in this island, but of determining whether the pro~
duction of this or the other shall be increased or diminished
X per cent in comparison with the existing scale of output.
Even in that form it is a tough enough job, in all conscience,
But the difficulties, great as they are, are not in the same
street with those of drafting and executing a plan on a
perfectly clean sheet, with no better guidance than that of
abstract principles of social justice. And that is the task
which a revolution, since it tears up all existing sheets,
inevitably bequeaths to those upon whom falls the job of
building the new social order which the revolution is
intended to introduce,

A peacefully constituted planning authority, therefore,
¢an in the first instance only medify the staius guo in the
light of standards which are already implicit therein. It
would demand the co-operation of the whole people, of
all social classes, in making the economic system feed and
clothe and entertain the whole people more effectively,
in relation to the established standards and expectations
of different classes, than it does at present, It would
require that an entire nation, ignoring its sectional and
class conflicts of interest, should unite in doing something
which is to the evident advantage of practically all the
members of that nation ; though not equally to the ad-
vantage of all, and not as much, perhaps, to the advantage
of some, as other courses which, however, must disunite
rather than unite, since the gain they would bring to one
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group would be counterbalanced by grave disadvantages
to others,

To put the matter in concrete terms, nobody can dispute
that if the whole of the unemployed of this country found
work at jobs and at wages comparable to those of the
workers already in work, this would be a genuinely national
gain ; and that if the incomes of the present trading and
manufacturing class were also increased by as much as
the difference between those incomes in a year of good
trade and a year of bad trade, the advantage would stll
be genuinely national ; though, of course, it may still be
argued that the advantage of the workers alone would be
greater, and the cause of social justice better served, if the
incomes of the well-to-do were actually diminished and:
the proceeds distributed by some means or other amongst
the poorer classes of the community; in which case the
gain would be, not national, but sectional.

It does not seem a very big thing to ask that the energies
of a nation might be concentrated on the achievement of
some such limited plan for the well-being of that nation
as that suggested in the preceding paragraph : that in one
country at least a plan might be evolved which, being to
the advantage of everybody, might induce everybody to’
pull together in its support. Admittedly, however, even
this modest aim has never been attained except perhaps
when, in war, practically a whole people becomes united !
on the destruction of another people. For any peaceful
end such union has never been experienced. In Soviet’
Russia they have indeed succeeded in uniting millions in
the execution of plans that are almost certainly to the
advantage of the majority ; but the counterpart has been
vicious persecution of the minority to whom the plans
bring, and are intended to bring, not gain, but loss, Modest, |
therefore, though this first objective may be, it is none the
less beyond anything that anybody has yet seriously.
tackled.
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To those who, on the other hand, object that if a planning
authority cannot hope to do more, apart from revolution,
than keep our present society going according to existing
patterns, then we had better plump for revolution or
nothing, I would commend the following further reflections.
So far I have spoken only of this limited objective as the
aim of & planning authority in the first instance ; as its first,
or, at most its seccond, job ; but there is no reason why we
should leave the matter there. The Russian system, both
social and economic, as we have continually had occasion
to notice, is in process of perpetual, often most rapid,
almost chameleon-like, change. And for a peacefully
constituted planning authority the stafur gao is a point of
departure, not of arrival,

The kind of changes for which we might reasonably hope,
and which in their turn could be brought about by the
creation of public opinion in their favour, are these, First,
the range of income differences may well be reduced,
even if we continue to rely, ag I think we must, in large
measure on economic incentives to regulate the distribution
of labour between different kinds of jobs.? In the beginning,
as we have seen, the planners have to maintain standards
which have been infiated by the chance of making the
fantastic incomes that non-socialised industry offers to a
clever and fortunate few. The disappearance of that
opportunity will make it practicable to reduce these
standards in a measure and at a pace which is determined
only by the strength of equalitarian sentiment in the
community, and the acceptance of that sentiment by the
haves as well as by the have-nots. Further, as we have
already bad occasion to remark more than once, income
differences are inflated also at the moment by the fact that
the acquisition of valuable skills is restricted by lack of
opportunity, as well as by lack of pative ability. The re-
moval of the barriers of educational privilege-—a process

% Sex pp. 329 ff.
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which, incidentally, has already made enormous strides
since the Education Act of 1oz laid the foundation of
public secondary education in this country—will greatly
increase the supplies of qualified workers at the higher
levels, and will thue narrow the difference between the
incomes which these groups are now able to demand,
thanks to their partial monopoly, and those enjoyed by the
rank and file of industry. And in so far as distinctions of
social class are based, as in our country in the main they
are, upon a comparison of incomes, the reduction of
income differences in its turn may be relied upon to make
inroads upon our hierarchy of social classes.

Second, the existence of a class of persons living on the
product of industry, and contributing nothing by their
labour to the making of that product—which is what makes
the idea of socialisation by purchase repellent to many a
good socialist—need not be taken as a permanent feature
of the new society. I have already expressed the hope that
when owners of industrial plant are bought out by public
authorities, payment will take the form of annuities
terminable after a period of years, and not stock that can
be held in perpetuity, or even that is redeemable after a
given date.l Now, the usual stock answer to any plea
for the superior merits of annuity payments; as compared
with perpetual obligations, in this connection is that it
doesn’t make a ha’porth of difference which form payment,
takes, provided that you are, as we have assumed, deter~
mined to pay the full market value of any property which
you propose to socialise, For, says the objector, an annuity
of, say, £50 for a term of years, is simply equivalent in
capital value to a bond yielding, say, £20 or £30 (according
to the length of time that the annuity runs and current.

1 Without knowledge of the actual social and economic conditions-
in which sociatisation takes place, it is imposdble o give any definite
suggestion as to the period for which these apmuites should run, Those,
however, who hanker for figures and brass tacks might consider a.
modoftwm_ty-ﬁveorthirtymnunppuihleamdndwwqu
\nevealy Shoongh the Period. o 1hat B Anmual payments i ¢
gradually as the end .:::mcim. b
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interest rates)in perpetuity. If a man receives compensation
in the annuity form when he would prefer the other, all
that happens is that he sells the annuity rights, in exchange
for a perpetual obligation of smaller annual amount, to
someone else whose preferences take the opposite direction.
And in this way, it is contended, your clever plan for
wiping out a class of permanent rentiers in a generation or
so is completely diddled,

This objection, however, only holds so long as an erganised
market exists for the purchase and sale of privately owned
capital values, If I inherit an annuity, or receive this from
a public authority which is buying up my business, but
would prefer a perpetual security of smaller annual value,
I can, at the moment, casily effect the exchange simply
because there are plenty of such securities for sale on the
stock markets. Such are issued by Governments, by
municipalities and by industrial enterprises organised in
. the form of companies. If, however, we assume that Govern-
ment and municipalities, as a matter of policy, discontinue
this kind of issue and deal only in terminable annuities ;
and if, further, the mass of industrial enterprises, having
been transferred to public authorities, obey the same rule,
then this source of supply dries up. The only opportunities
for making perpetval investments that then remain are
those offered by private borrowers on the one hand, and
by foreign investments on the other. Of these, the former
can be dismissed at once. In a community the bulk of
whose industry is carried on by public corporations, and
in which, at the most, a small fringe of private enterprise
survives, personal borrowing, particularly for long termsg,
must necessarily become negligible, No individual can
afford to contract a long loan unless he has a chance of
using the proceeds in productive industry. When this
opportunity is closed, the market for long domestic loans
automatically disappears, as it has disappeared in the
Soviet Union, except for dealings in State bonds. Hence
the former stockholder in a now socialised enterprise, who
laments the fact that his compensation annuity must come
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to an end, and gladly would forgo part of his income in
exchange for the knowledge that such amount as he retains
is secured for all eternity, has now only foreign investments
with which to console himself,

A Government which is not hidebound by the desire for
complete symmetry and theoretical perfection may perhaps
leave this loophole open to him. But it is not obliged to do
so, if it does not consider such a course expedient. For the
experience of the past few years has shown that strict control
of foreign investment, extending at times to complete
prohibition of all foreign issues, can be enforced even under
the capitalist system ; and that, too, notwithstanding the
fact that in the working of that system the unfettered
movement of capital in response to the readings of the
price mechanism plays so vital a part. It would be a small
matter for the authorities controlling a planned system,
with their proud independence of any capital market, to
take the further step, if they wished to do so, of prohibiting
dealings in foreign stocks altogether.

Moreover, even if we have to admit that it may not be
possible wholly to eliminate the perpetual rentier, there are
ways, not involving a revolutionary break in the continuity
of economic life, of pushing him into a smaller and smaller
corner of the economic field. Where industry is conducted
by public corporations under salaried managers, the
rentier's complete lack of function in the planning and
conduct of industry needs no further demonstration. And
if these corporations, following the Russian pattern, are
required, as it is imperative that they should be, to provide
the greater part of the new capital requisite for industrial
progress by * socialist accumulation ® out of their own
profits, then the rentier ceases also to have any function as
the channel through whom new savings are provided,
and the needs of the morrow given their due weight as
against the claims of the day. He appears at last as com~ -
pletely functionless,

In these circumstances it becomes possible to use the
State’s power of taxation as a means of modifying the
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social and economic structure of the community with a
new effectiveness. So long as people’s earnings are not
reduced by taxation below the minimum necessary to
induce them to do the work that the plans require should
be done, there will now be no economic limits to the level
to which taxation can be raised on particular ranges, or
particular types, of income : which is to say that there
will be no such limits at all to taxation of incomes that are
not earned. The limits that remain are social ; that is to
say, they depend on the community’s sense of what is just
and proper, and in particulax of what is due to established
expectations, In such conditions there is no ezenomic reason
whatever why, for example, a person who neither contri-
butes personal service to industry, nor accumulates capital
to be used for the enrichment of the future, should receive
any income at all. His continued enjoyment of whatever
income he does, in fact, recerve depends, in these condi-
tions, first, upon how far the payment of something for
nothing is in harmony with the public sense of justice ;
and, second, upon how far the receipt of an income on
certain terms in the past is held to be a proper guarantee
of its continuance undiminished into the future, '

In these conditions it is quite legitimate to suggest that
severely differential rates of taxation may be imposed upon
unearned incomes! ; rates which may in the end be raised
to a point at which they wipe out the last rexonants of

! Such a differential income tax should be supplemented (and indeed
preceded) by extremely stiff taxes upon inherited wealth. We are apt
to underestimate the degree to which the contrast between riches and
poverty in our society is due to the piling up of fortunes ovier more than
one generation. In this connection the reader is referred 1o some of the
conclusions of Mr. Wedgwood’s valuable study, The Ecomomics of Ine
Aevitance 3 notably where the author supgests that not one in a thousand
of the sons of working men ever accumulates as much as £10,000, and
that two-thirds of the men (and a higher proportion of the women) in
the upper and middle classes owe their fortunes either entirely to ine
h.:;‘unce, or to luck and ability wmigcr:fbtlg:idcd by inherited wealth

op,:omm‘ry. In an interesung study history of his own Gamily,
Mr. Wedgwood indicates that the social and economic position of
the members of the t generation was largely determined as much
as ﬁ;;s fencrations See especially op. cit., pp. 157168,
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such incomes altogether; provided only that public
sentiment in favour of the view that everybody physically
able to do so should work for his living is sufficiently
strong. .

And this is the kind of sentiment which experience shows
it is quite possible to build up by judicious propaganda,
The public attitude towards the obligations of the ine
dividual to society is not a fixed quantity that must be
taken as invariable for ever. Neither, even, is the attitude
of particular social classes. A most casual glance at the
social history of the last two generations shows this plainly
encugh. In this very matter of taxation there have been
the most astonishing changes. Even thirty years ago, in
the days of an 11d. income tax and no super-tax at all, it
would have been unthinkable that in the course of a single
generation incomes of £50,000 should be charged with
direct taxation equivalent to 11s. 4)d. in the £. It is true
that the speed and extent of this change have been enor-
mously increased by the war. But the war has been over
for fifteen years and we have quite evidently settled down
to regard taxation of this order as part of the normal
state of things ; and this, too, in conditions in which the
economic objections to high taxation have still to be
reckoned with.

Again, in the past century or less, there have been
profound, if intangible, changes in the attitude of the whole
community towards its own class structure. And these
changes of attitude can be made into heralds of change in
the structure itself. There are signs that we are becoming
ashamed of our hierarchy of social groupings. In this
connection the usages of common speech give evidence that
is the more valuable because it is unconscious. It is signi-
ficant, for example, that it is now impossible to refer
publicly to the “ lower » classes, Polite convention requires
that we should cover up the reality which we are thus
ashamed to admit by such terms as the * wage caming
classes ** or the * working classes ** or the * poorer sections
of the community "*—terms which differ subtly from the
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word “lower™ in that they refer to specific economic
attributes of the groups in question, which can be objectively
demonstrated, and not to any general inferiority ; whereas
classification as ** lower ** or * higher,” which implies some
presumed scale of general worthiness or social value, has
had to be dropped, as the public as a whole becomes
too guiltily conscious of its purely snobbish character. And
something of the same kind has taken place, also, even at
the other end of the scale. It iy still, to-be sure, quite good
taste for persons to refer to themselves as members of the
middle classes. One can say in public or in print: “ We
members of the middle classes . . .’ But it is scarcely
possible any longer even for the richest members of the
* oldest ** families openly to describe their own group as
that of the “ upper * classes ; and even those who are not
themselves members of the group commonly refer to it
as *“ upper-middle,” rather than as upper. From which,
incidentally, the odd result follows that in our present
social scale the official place of the middle is at the top.

These are small signs ; but they are indicators of a real
change in attitude going on beneath the surface, And it is
just because such changes are real that it is not a mere
cynical subterfuge to suggest that the owners of existing
capital resources should, in the first instance, receive full
value for their property, and that, subsequently, any in-
come which they may derive from this should be heavily
taxed. For expropriation is immediate and violent and
indifferent to everybody’s plans and hopes. It takes no
account whatever of current expectations and standards.
But taxation moves in step with, or but a little ahead of,
current standards, In spite of all the protests of the tax.
payer, taxation is always in the main based on consent.
At least this is true of taxation imposed upon the rich and
powerful-—that is, of the classes who would stand to lose
most heavily under such a programme as I have outlined.
For, though the poor may, in periods of sévere oppression,
pay what they have to pay, without even subconscious
consent, the rich and powerful simply insist that the. rates
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shall be reduced, when they judge that these are getting
dangerously near the line between taxation and expro-
priation. And even the poor rebel in the end.

While, therefore, immediate expropriation may be dis-
tinguished from taxation simply by its indifference to estab-
lished expectations, it is essential to remember that no
expectations are, or ever have been, established in
perpetuity. Even if they are based on contractual obli-
gations, they are conditioned by the social environment
in which they operate. There is always a way of getting
round contracts which have ceased to bear any relation to
current standands of justice or propriety. And this fact is
itself not a threat to, but a safeguard of, that sanctity of
contract upon which the security of economic life depends ;
for it prevents public regard for contracts being under-
mined by demands for obscrvance where clearly no respect
is due, And here taxation can play a peculiar and most
valuable part. For it is the special virtue of a tax that it
can entirely alter the meaning of existing contracts without
any breach of promise being involved. It can reduce to
£5 a week an income that has been fixed by contract at
L1o; and this without damage to the conwract. And,
when that contract serves no cconomic purpose of ime
portance, the power of taxation is limited only, as we have
scen, by the movement of—what are mrptmngly flexible-w
standards of social justice and expediency.

It is pot unreasonable, therefore, m hope that the
extremely imperfect kind of social system which I have
outlined as a probable accompaniment of the beginnings
of a planned economy in such a country as ours might in
due course be made into something better, Here again the
experience of the Russians will be of vital interest. The
Russians are making a gigantic effort to turn current
standards of social behaviour topsy-turvy with lightning
speed. Without a revolution, we could hardly hope, like
them, in the space of fifteen or twenty years to relegate
the term * acquisition,” or the lure of living on the labour
of gthers, o the archives, But just as it has erased withie
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living memory to be good forin to laugh at the insane,
or to scatter litter on places of natural beauty or to claim
membership of the upper classes, so we might hope that if
the socialists play their cards well, then within the lifetime
of our children the rentier, who draws from a common store
to which he contributes nothing, may become, if not
an extinct species, at least an abnormality for whose
existence apology must be made,

Certain it is that the peaceful evolution in the Western
world of planned economies, free from the shackles of rigid
and steeply graded hierarchies of social class, will be made
enormously much easier if the Russi#ns, so to speak, come
half way to meet us, If before all they make a success of
their planned economy, so that the rising standard of
living promised to their people ceases to be like Alice’s
“Jam yesterday and jam to-morrow, but never jam
to-day,” and the whole Russian people come to live as
well as or better than we do ; if, as the Revolution and the
Civil War fade from living memory, the ferocities of the
present social and political system are eased ; and if the
goal of the classless society is pursued, not dogmatically,
but with a practical recognition of the inherent inequalities
of human nature—then, indeed, the inducements to the
rest of the world to attempt a shorter and less thorny read
to a similar system, economic and social, will be a thousand
times strengthened. And the hints that we have already
had as to the lines along which the Soviet Union is moving
do not leave us without hope that we may look for such
stimulus and encouragement ; provided always, of course,
that peace is maintained, and that the next instalments of
the world revolution are not delivered to time,

KIlX

The case for the peaceful construction of a planned
cconomy, and the subsequent gradual modification of
social structures, stands not only upon its own merits, or
upon its chances of success (which in the present deplorable
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state of the world cannot be rated very high), It is rein.
forced also by the powerful arguments that can be brought
against the only alternative road towards the benefit
that economic planning offers.

That road is the way of expropriation and revolution ;
and there is no doubt whatever that it makes a very strong
appeal to many socialists in this country, Even in Britain,
the pioneer of “ bourgeois democracy ”’ and ** bourgeois
liberties,”” the possibility of a Communist revolution is
now being vividly discussed amongst serious-minded
and intelligent people. For revolution has the attractions
of swifiness and of evoking emaotions of enthusiasm, with
their accompanying acts of heroism, for which a stable
society offers no adequate outlet ; and it satisfies the im-
perative and desperate urge to do something which drives
almost to madness those who are sensitive to the increasing
misery around them,

But revolution is no joke. And for three reasons it seemy
to me that it is, in contemporary Britain at least, the wrong
way to go to work.

The first reason has not, perhaps, general validity. It
derives from a system of values which is ultimate, in the
sense that it cannot be convincingly commended on rational
grounds, It is simply a bias against the use of physical
force as such ; and particularly against its employment
irrespective of the personal claims of the individuals against
whom it is directed. Revolution demands.mass violence :
it sets one mass against another. It permits no squeamishe
ness about individuals. And it is perhaps on that account
no accident that the parties who favour the use of revo.
lutionary violence are those who hold also a philosophy
of economic determinism ; who believe, that is to say,
that the march of human history follows the map of
economic change ; and that the forms of society, as well
as the means, peaceful or sanguinary, by which one form
succeeds another, reflect not so much the progressive
evolution of some ideal of the good life, as continual
adaptation to the exigencies of new ways of earning our
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bread and butter. For the corvelative of any variety of
determinism is individual ivresponsibility. And it must be
much easier to butcher or to persecute one’s neighbour
on account of his social origin, if one is freed from personal
responsibility by knowledge that one is an instrument in
the hands of an inexorable cosmic process.

The one rational, as distinct from moral, ground for
opposing the use of revolutionary violence as 2 means of
creating the new social order has its basis in psychological
experience, Itis, I think, a fair inference from the experience
of past revolutions that the emotional states which accom-
pany the use of violence tend to outlive the immediate
causes which provoked that violence. People who have
become used to fighting miss, when the fighting is over, a
certain exaltation which it apparently brings. Hence
contemporary Russian fiction and drama, I understand,
deal extensively with the heroics of the Civil War : charac-
tery in the novel and on the stage alike lament the gradual
extinction of the Whites and of the joys of rounding them
up. Similarly, all over Burope to-day there are men who,
paradoxically enough, suffer from a chronic, if suppressed,
nostalgia even for warfare as monotonous, as deadly and
as unglamorous as that of the last Great War ; and who
have never, since the armistice, found psychological
satisfaction in the ordered and secure world of which they
are generally outwardly respectable conforming members.
It follows that a nation or a class which wades through
blood to power, in order that it may build a world founded
on justice and good sense, is apt to encounter unexpected
obstacles, The smell of blood is persistent ; and a taste for
it, once acquired, does not appear to be easily lost, And
the armies that have been taught to roar like lions learn
with difficulty to coo like doves, and, simultaneously, to
work like horses,

My second objection to the use of revolutionary methods
in contemporary Britain is entirely tactical ; and it applies,
it may be added (though not in all with equal foree), also
to contemporary France, Italy and the United States,
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and (for the moment) Germany. It is the simple argument
that the chances of failure are much too high, The Russians
knocked over a structure that was already toppling.
Already, by the time of the first Revolution of February
(March by our calendar) 1917, the Tsarist Government
had practically ceased to have any effective authority
at all. The country was to all intents and purposes
completely defeated in war, and the economic machine had
slowed, until a point had been reached at which the army
and the civil population alike were menaced with famine.
The imperial Government had no Ministers, no trained
and disciplined Civil Service at its command, and could
not rely even on the loyalty of its generals ; while the
generals in their turn were rapidly losing command over
the war-weary soldiery, In these conditions the imperial
régime may be said rather to have crumnbled away from
internal rot than to have been overthrown by stalwart and
determined revolutionaries. And the Kerensky Govern-
ment, which actually inherited the mantle of authority,
was foredoomed from the beginning by the single fact that
it proposed to continue a war which was already lost ; for
which the necessary materials were wholly unobtainable ;
and which the soldiery, for their part, were quite deter-
mined not to fight. It was not, therefore, surprising that
six months later the walls of Jericho collapsed before
Lenin's programme of “* Peace, bread and the land *’ ; and
that the Cossacks, who were ordered to hold back the
revolutionaries in the streets of Petrograd, took up their
stations, indeed, according to orders, but quictly allowed
the mob to creep under the bellies of their horses.
Moreaver, we have once more to remind ourselves that
the Russians had practically no middle class. What there
was consisted mainly of corrupt and incompetent bureau-
cratg whose support could have brought little of value to
the new order, and who could therefore be swept away
along with the empire and the nobility, without cither fear

1 For a magnificent account of this and other incidents of the revo-
lution see Trovky's History of the Russian on.
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that their resistance would wrest victory from the revolu-
tionaries, or that their loss ’would damage the prospects
of the future society.

But the exact reverse holds in this nountr«y While the
actual Government of the moment may be devaid either
of constructive ideas or of moral stature in the eyes of the
people, the whole machine of government and. adrinistra-
tion is extremely powerful and effective. If it came to the
point, the government of this country could quite well be
carried on by the Civil Service, without any help from
those political chiefs whose business it is as Ministers of
State to sign the orders which these officials submit to them.
And the Civil Service is not likely--least of all in its higher
and more authoritative branches—to throw in its lot- with
class-conscious proletarian revolutionaries. It cannot pose
sibly itself be squeezed into the category of proletariat,
in any analysis of our class structure which takes account
of the realities of the situation. Moreover, notwithstanding
all the jokes ahout Government jobs, there is no doubt that
it is an efficient service, and that its standard of competence
and integrity continually rises. A revolution, therefore,
involving violence and expropriation; will have to be
conducted in face of the certain opposition, not merely of
the Government in the narrow sense of the body of elected
Ministers, but of a governmental machine which is far
stronger and more effective than any Government : against
administrators who know their job and whose social
affinities, if at points ambiguous, will certainly not lead
them to place their services immediately at the disposal
of ruthless and angry prolctanam—men who in dress and
speech and mode of living are utterly foreign to oux cultured
bureaucrats,

Further, as we have already seen, our professional and
technical middle class is large in numbers, by temperament
and social grouping hostile .to violence and expropriation,
and of vital importance in the effective running of any

¥ Under which term I include also the permanent officials erployed
by local suthorities,
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economic system that can hope to satisfy our needs, Revo-
lution will alienate the bulk of the doctors, engineers,
chemists, electricians, journalists, nurses, salesmen, teachers,
as well as the executive officers of every kind of business
in manufacture, transport, importation, or whatnot, These
classes, when it comes to a crisis, will put security and the
continuity of an economic system which, taken all in all,
has served them pretty well, in the forefront ; and, when
their services are required in the task of reconstruction
that must follow revolution, they will not be forthcoming.

And it has to be remembered that the failure of attempted
revolution is a very different matter from the failure of
peaceful persuasion. Quite apart from the waste of human
suffering which it necessarily involves, all fruitless violence
damages its own future prospects in a way to which the
after-effects of unsuccessful propaganda offer no parallel,
It opens the eyes of the enemy, arouses all kinds of fear,
rational and irrational, and immediately leads to counter-
arming and the exercise of oppressive force by the other
side, One glimpse of the possibilities of a violent break in
the continuity of economic and social life is sufficient to
decide the allegiance of the millions of timoraus, but not
ungenerous, persons who might in principle be well disposed
to such ideas as that of economic planning. In a moment
the support of these classes is won, not merely for the existing
régime, but even for measures of drastic reaction which,
had their fear not been aroused, would have been far too
strong meat for their stomachs, True, it is e favourite theory
of idealists that the use of force is the most ineffective
possible way of dealing with opponents who do not share
your moral or political or religious opinions—that religions,
for example, thrive on nothing so well as on persecution.
But I fear that this view would scarcely stand the test of
historical criticism. It would be difficult, for example, to
establish that the reaction after the premature revolution
of 1gog did not put the Russians back a good many years ;
or that the Indians would not have attained self-govern.
ment earlier if the British Government had refrained from
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imprisoning any leader who showed signs of success in
arousing nationalist sentiments among his people,

Unsuceessfal persuasion, on the other hand, at least
does not queer the pitch for the future. It is, in fact, the
normal and proper prelude to successful persuasion. All
experience teaches that if it is idle to approach the Almighty
with vain repetitions, it is quite otherwise with man. Every
politician -knows that the candidate who is prepared to
settle down and work the same constituency time after
time (instead of rumning away to look for a more promising
one, as most of them do) practically always wing in the
end, no matter how much of a freak he may be, or how
hopeless the job may have looked from the beginning. And
from this experience there is a moral, of wider application,
to be drawn.

To take only one example, the entire structure of the
social services of this country has been built up as the result
of cumulative propaganda carried on, often without
visible effect, for many years. The normal process of
advance by which social institutions are improved is:
first, promulgation of a new idea ; second, general horrix
fication ; third, familiarisation ; and fourth, embodiment
in a law or other institutional form. Thus have we won
free and compulsory education, insurance against sickness
and unemployment, pensions for old people and for widows ;
and thus might we hope to push our conquests still further
in the future.

Which brings me to my third and final argument against
the use of revolutionary violence in conditions like those
of our own country. That is the fact that the high value
set on sccurity, and on the continuity of economic life,
by the middle classes is not without reasonable foundation,
nor based on regard for their own sectional interest alone.
Revolution implies a break in the whole complex of law,
contract and customary routine which is the essential
framework within which alone an unplanned (or indeed
any kind of} economic system can operate, If this break is
made, the machine will stop just as much as it stops in an
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effective general strike (which may indeed be one of the
weapons that a revolution would employ). One day the
milk will not be delivered, the undertaker will not come
to measure the body, the trains will not run, the bakeries
will not bake, the butcher may take a shot ata revolutionary
but will slaughter no beef, cargoes will not be unloaded,
and so on and so on. Now we can survive a break of this
kind f # does not last long—and ** long *’ means a matter,
not of months, but of days, But if it endures, the munber in
any social class who will survive will be extremely moderate,
And if, as I have argued, resistance is likely to be fierce,
the revolution can only succeed, if at all, after a struggle
that will certainly not be settled in the twinkling of an eye.
After all, the Russians only came through (with a loss of
who knows how many thousand lives, to be sure) hecause in
the last resort the vast mass of their people maintained
themselves in the years of Revolution and Civil War as
they had always done : that is, by scratching the food which
they required with their own hands from the soil of their
own country, and putting it inte their own mouths, If
this is the price of survival, how many of our dense popu-
lation, trained to highly specialised industrial jobs, and
dependent on the products of the world for their breakfast
and dinner, will live to bless the new social order ?

. Teo me, at any rate, therefors, it appears that the risks
and the price of revolution are too high. But it is, of course,
quite likely that this view will not prevail, and that before
long the advocates of revolutionary violence will have their
way, cven whete they now appear to be but a weak and,
frustrated minority. In this case, it must be added, the
obligation on all who are in sympathy with the economic
and social objectives of those revolutionaries who wish to
build a planned economy; and to destroy the barriers of
class, is clear, If their hostility to revolution is based on the
pacifist’s objection to force as such, they must, of course,
refrain from battle. In that event, if they are rich, they
must permit their property to be seized, without holding
on to it even with ooe finger ; if they are poor, they must not
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stretch out a hand to grab the property of others. But if
their objection is not so much conscientious as tactical, and
applies, not to the use of force as such, but to the use of
force in certain circumstances, then it becomes incumbent
upon them to throw their whole weight on the side of
the revolution. Because once a revolution is under way
is no time to argue whether it ought ever to have been
begun in the first place ; and because all the tactical
arguments against the use of revolutionary violence are
magnified a thousandfold, if that violence is exercised
by the advocates of a cause who are divided amongst
themselves,

So long, however, as the issue is not thus decided by the
actual outbreak of revolution, I make no apology for
commending counsels of restraint and moderation : not
even in a world which is as much eaten up with sadism,
and as ready a prey to all the destructive emotions, as is
the world of to-day. The cause of reason and mutual
toleration is not likely to be won by giving it up for lost.
Neither do I offer apology for having sketched no Utopia,
but merely indicated what appear to be the better among
alternative possibilities of which none is perfect. For to do
otherwise is to ignore both the plainest lessons of human
history and the nature of human material. In neither is
there ground to suppose that imperfect humanity will
evolve perfect social and economic institutions. Yet even
within the degrees of partial accomplishment that are
open to us lie opportunities of choice, upon which possi-
bilities of happiness or misery for nameless millions depend.
We may already be set on courses which lead straight to
disaster : disaster from which few perhaps will survive,
and which will blot out, even for those few, all hope of the
simple pleasures and interests which are the most satisfying
substance of ordinary human lives. Such disaster is avoid-
able. Courses can be changed, and at human will. Because
we cannot step straight into Utopia is no ground for
despising the limited step, the partial reform, the measure
which makes things not perfect, but better than they were
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before, My own generation at any rate, in view of the
lee way that they have still to make up, will have reason
enough to congratulate themselves if they die confident
that at least the helm is set in the right direction.



CHAPTER VI

THE CONDITIONS OF SUCCESSFUL
ECONOMIC PLANNING

It rEMAINS to summarise any conclusions that emerge
as to the conditions necessary to the success of any com-
prehensive atternpt at economic planning.

The first of these is obvious enough™Successful planning ©
is dependent before everything upon knowledge and the
ability to use that knowledge, It demands the most de-
tailed information about the scale of existing production
and trade, the distribution of income between different
classes in the community, the organisation and the limiting
technical conditions in every industry, the age-composition
and geographical grouping of the population—to mention
only a few of the larger and more obvious matters, And it
requires moreover an extremely high standard of adminis.
trative competence and integrity, Planning even for a
fairly small and homogeneous community, much more for
one like our own, is an extremely big job ; and it cannot
be effectively carried out by people who are stupid, careless
or inaccurate, or whose minds are cluttered with vague
generalities or with undigested detail, or who are ready to
alter their course to suit the highest bidder.

On this topic litle need be added. We may perhaps
once more remind ourselves that\these requirements are O
necessarily relative, not absolute : that no plan can be 100
per cent successful, judged even by its own standards, and
that the Russians have given an amazing and encouraging
demonstration of the low level of knowledge, ability and
even, at some points, of integrity with which it is possible
to carry through a plan with some degree of suecess,
At least in this onc matter the prospects for almost any
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other country which might contemplate embarking upon
comprehensive planning are brighter than those in which
the Russians entered upon their experiment. Nevertheless,
it may be salutary for the mass of the socialist movement
to keep always in mind the extreme complexity of the task
of constructive planning, and the urgent demands that
this must make for expert competence at all levels—in
minor technical and administrative positions all over the
country quite as much as among the supreme arbiters of
the destinies of a planned economy. Lenin was never
tired: of impressing upon his younger followers the im-
portance of getting down to the concrete practical study
of business organisation, of learning everything that there
was to be learned from the capitalist about the actual
conduct of industry and trade ; and socialists in this and
other countries would do well to keep his advice in mind.
For there are plenty of opportunities of thus acquiring
in advance the kind of expert ability which will be in-
valuable to any.planned socialist society.

It is perhaps perniissible to add a doubt whether these
oppartunities are being fully utilised, or the need for using
them fully realised. There are thousands (and there might
easily be hundreds of thousands) of rank and file socialists
who are prepared to take some little trouble to equip
themselves for the understanding of economic problems.
They go to evening classes and discussion circles in econ-
omics and so forth, often at a great sacrifice of their own
time and convenience, But my own experience of this work
suggests a doubt whether the results that it produces in
solid knowledge and real understanding are in any way
commensurate with the amount of effort that is put into
it. For too much of that effort gets dissipated along two
opposite but equally unprofitable channels. The first of
these is the reiteration of generalities about the iniquities
of the capitalist, and the merits of the socialist, system of
industry—generalities, which even when they are well
founded in fact {which is by no means always the case) are
frequently quite valueless, because those who use them have



SUCCESSPUL ECONOMIG PLANNING 305

no grasp of the processes of economic reasoning by which
they have been reached. Those of us, in particular, who
are assocjated with educational work in economic subjects
amongst wage earning people might as well be frank, and
ask ourselves how many of the students who attend these
courses acquire mastery of the simplest elersents of economic
analysis as this is understood, for example, in elementary
university work ? Precious few, I fear, would be the answer ;
for which the blame lies at the door of those who hold (and
they are to be found alike amongst teachers and tavght)
that, since one type of economic system has' produced
results which are open to serious criticism, an alternative
type could safely trust to the light of nature, and would have
no need to consider either the principles that determine
the rightness or wrongness of economic decisions, or the
practical difficulties that are £ncountered in the attempt to
follow those principles in practice, 50 we are left with such
unhelpful generalisations as that a socialist system would
“ give the people what they wanted,” or would have no
need to worry about over-production since it would
** produce for use and not for profit ** ; while no attempt is
made to see how we should set about the task of estimating
what the people want, or how exactly the business of
marketing would be managed so as to obviate the danger
of * over-production.” Yet it is just upon such problems as
these last that the attention of constructive socialist students
should be concentrated ; and for this purpose it is as neces-
sary that the rudiments of economic analysis should be
mastered as that a carpenter should be able to handle a
plane,

The opposite line along which the efforts of socialist
students are apt to be dissipated is that of obsession with
critical detail. Working students who are themselves
engaged in industry can give invaluable practical illustra-
tions which are outside the experience of the purely aca-
demic thinker, They can test the completeness and correct-
ness of the latter’s theories. But such illustration is wasted
unless it is in the first place relevant, and in the second
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place recognised as illustration, and not elevated into
general truth. Yet one of the obstacles which holds up
progress at the moment is thatthose who have close practical
contact with industry often find it too difficult to abstract
themselves from their own quarrels with the present order
50 as to see their personal experience in due proportion to
the whole. Being embititered, for example, with the hard-
ships of wage reductions, they are blind to the purpose
which these are intended to serve in diminishing the supply
of workers in a declining industry ; and they are reluctant,
therefore, to make helpful suggestions from knowledge of
theirown industry of alternative ways by which this purpose
might be achieved, or to criticise constructively the applica-
tion to that industry of similar suggestions made by others,
Indeed, wage earning students often find it impossible to
see that the very fact that a wage reduction is enforced
under the present system is itself evidence of the existence
of a problem which any system would have to tackle. Or
again, a single instance, in which some claim for improved
conditions in an industry that is already publicly owned has
been unsuccessful, is often quoted as evidence that public
bodies are no more enlightened than capitalist employers,
without any attempt being made to see the example in the
light both of the substance and merits of the claim itself,
and of the conditions in which the public authority by
whom it was rejected was operating.

It is hardly for the secure and comfortable to pass judg-
ment on these mental states. They are the natural outcome
of hardship and a sense of injustice. But it is urgent enough
for all to unite in an effort to overcome the obstacles to
constructive economic thinking which they present ; to set
oursclves to think out with the utmost possible precision
what exactly is the job that an economic system has to do ;
what sort of decisions have to be made in the doing of this
job; what instruments are employed in making these
decisions under an unplanned economy, and exactly where
these instruments fail ; upon what sort of data a planned
economy would draw, and what factors it would weigh in
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arriving at the decisions that it, too, would be required to
make in similar spheres ; what machinery it would employ
in order to give effect to its decisions ; and just how its
methods of framing and carrying out its plans could be
adapted to the peculiarities of different industries. It would
be a magnificent thing for the socialist movement if every
industry could boast a nucleus of workers whao had, first,
mastered the clements of general economic analysis as
applied both to planned and unplanned economies ;
second, acquainted themselves with all that could be learnt
about the structure and problems of their own industry, its
costs, its capitalisation, its rate of turnover, its marketing
methods, its machinery for recruiting and paying labour
and its demands for technical, administrative or manual
skill ; and, third, considered along what lines the future
activitics of that industry might be planned in terms of
production programmes, organisation of labour supply,
capital requirements and so forth, as well as how these
plans might be fitted into a general scheme covering the
whole economic life of the country. If none of these plans
had any practical use at all, the experience of those who
sweated to make them would be an asset of immeasurable
value to any planned society. And it is an asset which we
could be in process of acquiring row.

The second condition of successful planning is also a
simple oneMt is that an authority must be constituted ©
which has the power bath to draw up plans and to supervise
their execution. There must be some body corresponding
to the Russian Planning Commission and, like Gosplan,
enjoying nation-wide authority as well as the support of
local organs in every area and in every industrial unit.

While at the moment we cannot be absolutely precise
about the constitution and powers of this authority, a few
limiting terms can be laid down quite defipitely, and per- o
haps also a few bogeys routed. Obviously'Such a Planning
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Commission must have a semi-permanent character. Its
members must be appointed for a considerable term of
years ; and it would probably be desirable also to ensure
0 continuity by requiring that they should retire in rotation.
The appointments themselves should be made, in our
country, by Parliament from among persons of recognised
competence and experience in economic affairs ; though it
might also be desirable to reserve a certain number of
places to be filled from a panel submitted by voluntary
econormic associations of importance, such as trade unions.
Now we may immediately disabuse ourselves of the
common belief that the appointment of such a body would
imply the destruction of ordinary political freedom, or the
substitution of dictatorship for democracyThe business
of the Planning Commission would be to determine what
factories should be built, what pits closed, what wages paid
in this and that trade, and what prices charged for such
and such goods. At the moment questions of this kind are
decided by a mechanism which acts, as it were, in three
concentric circles. In the innermost circle we have the
unco-ordinated action of thousands of independent wills
embodied in private contracts ; as when the directors of a
Staffordshire colliery decide to close an unprofitable pit
and dismiss their workers accordingly, or Sir William
Morris puts £5 on to the selling price of his cars, or kind-
hearted ladies set up in business as Universal Aunts Ltd.
In the second circle come agreements voluntarily entered
into, which have the effect of limiting the freedom of
individuals operating within the smallest circle ; as when
my liberty to pay what wages I choose to my workers,
and charge what prices I like for my wares, is limited by
trade union agreements or gentlemanly understandings
with my competitors. And in the outermost circle we have
the autheritative rules of government embodied in Acts of
Parliament or the administrative orders of Government
departments acting under Parliamentary authority ; as
when laws are passed fixing minimum wages or establishing
a board to contral the marketing of milk.
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Now what goes on in the first two of these circles has
nothing whatever to do with the forms of political govern-
ment, Except in the very general sense that the smooth
working of an unplanned economy requires the mainten.
ance by law of a few such elementary principles as sanctity
of contract and the right. of free association, the decisions
that are made within either of these two circles are made in
just the same way, under Whig or Tory, democracy or
dictatorship, monarchy or republic. To propose, therefore,
to bring them under review by a eentral planning authority
is in no way to suggest the abolition or curtailment of
political liberties, since these matters have never been within
the purview of any political Government at all : certainly
they have never been made the subject of any kind of
democratic control. The major economic decisions of an
unplanned economy are the outcome of the responses of
individuals, acting mainly in what they conceive to be their
own interest, to the situations in which they find them-
selves ; and these decisions are carried into effect by similar
responses on the-part of other individuals to the situations
which in turn result therefrom. Thus one set of individuals
decide to erect a factory for the manufacture of fire extin.
guishers in Southwark because they believe that it will be
profitable to them to do so ; and this decision is made
effective by another set of individuals, who decide to seck
work in that factory, because the wages offered there appear
to compare favourably with any alternative opportunities
that may be open to them. The establishment of an authori-
tative Planning Commission would certainly restrict the
liberty of the first set of individuals, but it would in no
sense deprive them of any political rights, or democratic
power of control, which they had previously enjoyed, since
their power never had, or professed to have, any political
or democratic basis. At the worst it would substitute one
arbitrary authority (that of a publicly constituted body)
for another (that of the sovereign captain of industry). And
if, a5 is suggested below,! a Planning Commission continues

1 Sce pp. g10 f1.
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to rely in large measure on the aggregated result of in-
dependent individual decisions for the means of carrying
its plans into effect, in just the same way as do existing
unplanned economies, then.the liberties of the second set of
individuals would be entirely unaffected by planning. Plans
would be drawn up demanding the services of, say, a thou-
sand bricklayers, but the decision whether John Smith or
Tom Jones should be numbered amongst the thousand
would be Ieft mainly to the judgment of those gentlemen
themselves,
It is only in the third circle that the appointment of a
Planning Commission could be said to encroach on the
functions of existing political institutions.2 And here, surely, .
the encroachment has a great deal to commend it, for it is
generally agreed that democratically elected Parliaments
have proved themselves quite incapable of dealing with all
the economic technicalities in which they have been en~ |
tangled in recent years, There is no part of their job which
Parliaments do worse than their economic work, and no
department of affairs in which the theory of democratic
control is further removed from actual practice ; and no
wonder, when one considers on the one hand the amount of
detailed technical knowledge that constructive economic -
planning demands, and on the other hand the means by
which members seck and gain election. So already this
1 Munjeipal bodies which now own and manage local industries
would, I presume, continue these functions in z socialised system ; a
local authority being one of the forma of public corporation to which
the management of industry would be entrusted, just as in Russia
there are factories owned and operated by local Soviets, as well as -
those belonging to the big trusts. The only limijtation that plannindg 4
would impose on these local pelitical units would be that they would,
of course, have to adjust their programmes to suit the general scheme, -
But in view of the i:lhcrce control that the %n&a! Goven:;:cnt already
exercises over, ¢.g., the borrowing powers munjcipal enterprises,
and the law \\"hlgh in effect forbigs municipalities to do :nythmg in the
way of industrial activity which they bave not been given express -
permission to do, this limitation can hardly be regarded as a blow at
existing political libertivs. Moreover, the management of these municipal
enterprises withio the framework of the plan would still remain, as st |
present, in the hands of a committee of the local democratically elected
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pathetic inability of amateur Ministers and members of
Parliament to handle extremely complex technical questions
has hecome an old story and one which agitates every school
of political reformer!; and, thanks to this, theoretical
democracy is visibly degenerating into a mere pull of rival
vested interests,

The satisfactory course surely is to recognise once and
for all that economic administration is a job for experts,
and to band it over to them. Detailed democratic control of
economic affairs i at best a hopeless morass, and at worst
(and more commonly) a hypocritical pretence, It has no-
where been effectively exercised in the past, and nobody
has suggested any passable scheme by which it might be
realised hereafter, Under every economic system the great
majority of decisions, large and small, have either had to
be left to make themselves, or been entrusted to one or other
sort of bosses, This is a situation which we have, I think, to
accept as quite inevitable; and, since most of vs already
have quite as much to decide as we can well cope with, we
need hardly make it subject for lament. Its immediate
moral is that we should give our attention to finding the
right bosses, and to indicating to them any general views
that we may hold about the matters over which they are
to have jurisdiction.

For while the making of plans and the supervision of their
exccution must, I think, be in the hands of a permanent
Commission, this does not mean that the public at large,
through its representatives, may not properly express general
opinions about the kind of results which it would like those
plans to achieve, The Russian system, modified to suit a
democratic political structure, seems to offer the right kind
of model here, In the Soviet Union, while the Gosplan is
itself the body responsible for making the plans and seeing
them through, the Communist Party, as we have seen, can
lay down guiding standards, as when it demands that the

1 For » most valuable succinct modern statement of these eriticiams
the reader should refer to Sir Arthur Salter's Framavork of an Ordered
Society, especially ch. i.
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second plan shall provide for an increase in the products of
light industry, or when it calls for greater independence of
foreign supplies\dn a country which still enjoys democratic
political institutions it ought to be the job of Parliament to
give such general guidance to an economic Planning Com-
mission, and to call attention also to results of the plans
which may have other than economic importance, such as
would arise, for example, if the planners proposed (as they
probably would) to desecrate places of natural beauty or
historical interest, or if their plans should involve a general
abandonment of rural for city lite. A democratically elected
Parliament represents at best an assembly, not of experts on
¢verything from cost-accounting to maternal mortality
(which is the demand made on the unhappy member of
to-day), but of guardians of common human interests ; of
people who appreciate the sort of things that their neigh-
bours care about, and who know what will press upon those
neighbours’ corns. In a modern community there is work
enough and to spare for a Parliament which does not at-.
tempt to do more than express these common buwman
interests, both in relation to matters which are not primarily
cconomic at all (Parliamentary control over which would.
not accordingly be affected by the introduction of economic
planning), and also at the points at which such interests
are touched by economic policies.

This means, in effect, that the making and execution of
an economic plan in a democratic country will need to go:
through something like the following stages. First, Parlia=
ment will give general guidance. It will say, perhaps : We
should like to see industry more highly concentrated in
certain arcas ; or we should prefer a greater diversity of
occupation ; or we regret that more opportunities have not
been provided for women to find employment ; or we think
that there should be a more rapid movement towards.
equality of income ; and so on and so forth. Next the Plan-:
ning Commission will prepare plans, beginning, as we have:
elsewhere suggested, from the sfatus quo, and making de-
partures therefrom in the light of these general guiding hints
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from the representatives of the non-expert public. Thesc
plans will, of course, have to be built up from the miniature
plans of local units, and they will probably be returned to
these units for criticism and improvement before they are
finally adopted by the National Planning Commission.
When, howewver, the Planping Commission has done it
best, the resulting Draft Plan will be submitted to Parlia-
ment, and a further opportunity given for discussion there.
Parliament will then perhaps express disappointment with
some of the proposals. It may, for example, point cut
that although some additonal opportunitics fc. women's
employment have been provided, these are not to be found
in the districts where, as in mining areas, the predominantty
male character of industry makes them most urgently re-
quired. And at this stage criticism will be heard, not only
from Parfiament, but also from all manner of voluntary
bodies such as trade anions, learned societies, or socictics
catering for particular interests, such as those of vegetarians
or housewives.

The substance of these comments and sugpestions will
then be reviewed by the Planning Commission, which will
incorporate some and reject others, offering, in the case of
the more substantial criticisms which it is unable to accept,
reasons for sticking to its ariginal opinion, That the planners
should thus have the last word is, [ think, absolutely neces-
sary. Otherwise their position will quickly be rendered
impaossible by the importunity of inexpert persons, whowant
them to include all sorts of things in the plan without any
idea of the practical or technical consequences which these
notions catail,

To work out in detail the exact relations between Parlia-
ment and a Planning Commisiion would clearly be a sub-
ject for a book in itself, The above slight sketch is intended,
not so much to grapple with that subject, as to illustrare
the point that economic planning is one thing and political
structure another, and that the introduction of the one does
not pecessitate a fundamental remodelling of the other, At
the most, economic planning takes off the shoulders of
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Parliament certain jobs with which Parliament has only -
recently loaded itself, and that to its manifest undoing. But °
the political purposes which Parliament was evolved to
serve, and the political liberties of which it is the proper
guardian, are not in themselves affected by the substitution
of a planned for an unplanned economy,

Nor, it has to be added, does the introduction of a
socialised planned system of economics call for changes in
the actual constitution or mode of election of Parliament
itself. The Russian paper political constitution is indeed
built on principles quite different from our own. But it can-
not, I think, boast any general superiority to the Western
type of democratic government, nor has it any peculiar
appropriateness for a community which proposes to plan
its economic life. The two distinguishing features of the
Russian political constitution are, as we have already had
occasion to mention, first, that it is built from the bottom
upwards by indirect election, and, second, that it is,
wherever possible, based upon an industrial, and not a
geographical, franchise, Indirect election, by which the .
members of assemblies wiclding larger powers are chosen .
by and from the members of those of lesser importance,
only the smallest local units (the village or factory soviet)
being directly elected by the people, may have some advant.
ages for a country whose members have had no training in
self-government or local democracy. It enables the elector-
ate to begin at the beginning by attending to the affairs of
the village pump ; but it clearly does not enable them to go
much further than that purp, and it is definitely less, rather
than more, democratic than a system in which the members
of the national Parliament are directly elected by the
people. It is a common enough complaint that the contact
between member and constituency is by no means as close .
as it ought to be under our system. But under the Russian
constitution there is, even on paper, no such direct contact
at all,

Much more public interest, however, has been focussed
on the second distinguishing feature of the Russian paper
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political system, namely, its industrial basis, Indeed during
the last fifteen years the whole idea of industrial representa-
tion has enjoyed a great vogue, and it has been fashionable
for those who are discouraged by the undemocratic results
of geographical democracy to acclaim the merits of the
industrial variety very loudly. Even in Italy, as we have
seen, the syndicates of workers and employers are chosen
in preference to local constituencies as the electoral units
of the limited political democracy permitted in the Cor-
porative State.

Contrariwise, I should like to suggest that there is nothing
in this industrial method of election about which we meed
worry our heads at all : that it is neither more democratic
than election by local units, nor in any way more appropri
ate to planned economics. A constituency consisting of
fellow workers in the same plant will react differently from
a constituency of similar size and social composition consiste
ing of neighbours in the same sireets, only to those topics
which vitally affect the interests of the plant in the one
case, or the neigbbourhood in the other, In each case there
will be a limited range of matters on which the electors
will be keenly aware that their personal interest is at stake,
on which they will be easily roused, and about which they
will tend to think alike. The one group will be zealous for
plans which will increase the pay and prospects in the plant,
the other will unite in demanding greater amenities for the
neighbourhood. Moreover, since work generally occupies
a larger part of life than play, it is likely that this sensitive-
ness to special sectional interests will be somewhat greater
in the industrial than in the loca] constituency. But that
exhausts the differences between the two cases. On all those
general topics which are the chief and proper content of
political discussion—on such matters as freedom of speech,

 blasphemy laws, education, health, even taxation (apart, of
course, from local taxation, or taxation affecting the par-
ticular industry in which the members of an industrial
constituency are engaged)—there is no reason whatever to
suppose that a group of fellow workers will feel more keenly,
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vote more intelligently, or be more zealous in keeping their
representatives up to the mark than a group of neighbours
There is no magic whatever in industrial representationas
such. And, indeed, the very fact that the sectional interests
of an industrial group tend to loom larger and to be more
acutely realised than those of a geographical group is 3
positive drawback to choosing the former as the basis of
political democracy. For a Parliament consisting of mem.-
bers, every one of whom is absorbed in the limited sectional
affairs of his own group of constituents—in the interest
which they have against the community as distinet from
those which they share with the rest of the country—is not,
much better than a dog fight. It exhibits most blatantly the
disintegrating effects of that centrifugal tendency to which
I have already called attention as the persistent enemy of
all specialised communities. All the arguments, in fact,
which the Webbs adduced years ago against general voca-
tional or industrial assembliey, are as valid as ever to-day,
and quite unaffected by the Russian leaning towards an
industria}l franchise,1

For the Russian notions about political constitution-
making are, of course, much more mixed up with the Soviet
social system than with any idea of making democracy
cffective or making it relevant to a planned society. The
Russians believe that the electoral unit should be the fac-
tory, because they do not think that anybody except workers
should vote at all : which is quite anothex story. Obviously
this gives an industrial constituency a peculiar appropriate-
ness, for it both simplifies the practical problem of ensuring
that persons who are not workers do not, in fact, succeed in
voting (which, in the present rather primitive state of the
Russian system of registration is a point not without
importance), and at the same time gives a striking and
visible demonstration of the superior prestige and privilege
of the working class. Those are proper considerations to
be taken into account by any who wish to copy the present

1 See A Constitution for the Sociatist Commonrealth of Grost Britwin, by
Sidoey and Beatrice Webb, pp. yo9 .
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class structure of the Soviet Union ; but, apart from this,
there is little or nothing to be learned from them by a
democratic country which desires to plan its economic
activities,

r

If profound changes in political structure are not a
necessary accompaniment of constructive national plan-.
ning, can the same be said about changes in the structure
of industry ? Throughout these pages it has been implied
that sucH_planning is impossible unless the instruments of
production are awned by public corporations amenable to
the direct orders of the planners ; and we have given much
space to the question how this troublesome condition may
be fulfilled, Troublesome it most certainly is. Could we but
persuade ourselves that the fulfilment of this condition is,
after al], not necessary, the whole approach to a planned
system would immediately become enormously easier.
Could we but embark upon comprehensive and con-
structive planning without first having to convince the
public of the necessity of carrying through the cornplicated
job of socialising the instrurments of production, and then
actually carrying that job through, three-quarters of the
battle would be won.

Recently Sir Arthur Salter! has argued with great per-
suasiveness that planning need not wait upon socialisation :
that we can look forward to the evolution of a planned
economy from the organisations already thrown up, or in
process of being created, by various industries or industrial
interests ; of which Chambers of Commerce, trade unions
and employers’ organisations are typical, These bodies, he
points out, have a double character, partly defensive and
partly professional, to borrow his own terms. In the former
capacity they are engaged in * defending the special
interests of those concerned, either as against directly
opposed or competing interests or the public in general » 3
while in their professional aspect their job is that of

1 See The Framework of an Ordered Societt, -
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* developing standards of efficiency and of conduct, of
encouraging an internal self-discipline which is in the
general public interest.””! The proportion in which these
two sides of character are ‘developed varies greatly from
one organisation to another ; but it is admitted that hitherto
the defensive has generally predominated. Nevertheless,
Sir Arthur believes that the most hopeful line of advance
is to concentrate on fostering the professional element in
these organisations, and to make this an instrument for
constructing and executing a deliberate plan. Large in-
dustrial corporations, he says, * constitut¢ ready-made
units for a wider organisation which can guide policy
throughout the whole world sphere of the particular in-
dustry,”? with which they are concerned. While it is not
claimed that a plan of this kind would, or should, cover al}
industries, the hope is expressed that if combined with a
reform of the monetary and financial system, it would intro.
duce such a measure of order into the chaos of an unplanned
society as would enable the ordinary price mechanism to
work ** without intolerable waste or dislocation * in the
spheres in which no corporations, capable of planning, yet
exist,

This is surely an extremely optimistic view. For the ten-
dency of the defensive element to predominate in any sec.
tional organisation reflects more than a mere accident. It is
symptomatic of our old enemy the centrifugal tendency
which springs from the inevitable conflict of the part with
the whole, As we have seen, the interest of any sectional
group, be it single firm, industrial asspciation or trade
union, is to run counter to, not in harmony with, the interest
of the whole community, Adam Smith’s invisible hand, .
which was supposed to guide us all to the common good
through the pursuit of our own personal advantage, proves
but a frail thing compared with the pull exerted by the
attraction of exploiting a sectional advantage. The anti-
social interests of any specialised group, in a world where
practically all economic decisions, great and small, arise

1 Op. it., p- 24, 8 Ibid., p. a5
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from the attempts of individuals to respond to situations
in the way most conducive to their own advantage, are so
strong that the defensive character of sectional associations
is almost bound to predominate. The instances in which
the professional aspect of such associations has acquired
relatively considerable strength usually exhibit quite excep-
tional features, and do not hold out much hope that they
might become a pattern to be generally copied and, indeed,
improved upon. Sir Arthur quotes, as an example of such
& laudably professional body, the General Medical Council,
But the practice of medicine is hardly typical of industrial
production generally, In this service the consequences of
bad workmanship, or of a deliberate attempt by a prac-
titioner to get as much money as possible for as little work
as possible, are so blatantly disastrous that it would be a
low standard of conduct indeed which did not demand that
quality of service should be given comparatively high place
among the aims of the association. And, what is more
important, the General Medical Council is relieved of the
most severe temptations to which an industrial corporation
that had power to plan for its own industry would be ex-
posed. 'The Council does not, as does the corporation, have
to make such major economic decisions as those relating
to the scale of output. It does not decide how much doctor-
ing there shall be, as the steel cartel decides how much steel
there shall be. And yet, with all these influences making
for the growth of its professional rather than its defensive
activities, Sir Arthur has to admit that even in the case of
such a body as the G.M.C, * we sometimes find greater
enthusiasm shown in dealing with professional misconduct
which injures the profession—such, for example, as co-
operating with an unqualified practitioner—rather than
that which injures the public.”?

What it comes to, [ fear, is that a general plan which
is built up from the partial plans made by sectional groups
in the pursuit of their own interest can at best represent an
unstable compromise between the competing designs of

1 Op. cit, pp- 25, 26.
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units, each of which inevitably puts its own advantage first
and that of the general public only a poor second. So long
as the instruments of production and the products thereof
are the property of private persons interested in the financial
results of operating those instruments-and selling those pro-
ducts, the major economic decisions must be made, firm
by firm, or industry by industry, in accordance with the
view taken by those persons of the course most advantageous,
to their own industry or firm ; which means that the very
substance of any plan will be at the mercy of this centrifugal
tendency, The output of steel will be planned to make a.
paradise for the steel plants, the output of beer will be
planned to make a brewers' paradise, the output of pictusres
will be planned to make heaven on earth for the artists ;
and the final upshot may fairly be described as a com-
munity more planned against than planning.

This means that a planning authority which does not
have the disposal of the instruments of production and of
the product of industry directly under its own control, will,
in effect, have to confine itself to planning of a negative
and obstructive type, 1 do not say that such planning is
valueless. It is already practised on an increasing scale in
the older unplanned economies such as ours, and has there
done much to blot out the more grossly hideous features of
the mosaic that results from millions of completely un-
co-ordinated and uncontrolled decisions, But it has its
dangers and its limitations. Frequently its decisions merely
echo the voice of the vested interest that has shouted loudest
or threatened most fiercely.! And, especially as exercised:
by inexpert and overworked persons, it is apt, as we have
seen, to defeat its own ends,® or to throw grit into a me~

- chanism which depends upon unfettered personal initiative
for its motive power. Moreover, at its best, such planning
remains negative. It may be able to prevent an unplanned

1 For examples see the cases of the sugar and the wheat subsidies
quoted in Salter, op, cit., prp. 1y . . ook

# For a choice example of the unexpected and undesired ramifications
that may result from any authoritative interference with an uoplanned
economy, we may quote the complaint sometimes made by innkeepers
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system from shaping itself into certain particularly ugly
patterns, but it cannot substitute designs of its own for
these, It may fix maximum or minimum prices for milk or
meat or metals, or schedule this area for dwelling-houses
and that for factories, but it is quite unable to make two
blades of grass grow where only one was before, or to add
so much as four legs of mutton to the output of meat, or
even to erect a single factory on the sites that it has pre-
scribed for industrial production. It can forbid a man to
let the premises which he owns for the sale of fish and chips,
but so long as he does own those premises it is unable,
without making nonsense of the right of property, to order
him to use them for that purpose, or to lay down the precise
number of haddocks and live eels that he is to offer for sale
therein, In these circumstances, the only way to make him
contribute his desired quota to the fish and chips business
is to create conditions which will induze him to do this, And
this, in turn, means that the terms of sale of these products
will have to be regulated mainly in accordance with his
wishes, and in particular so as to satisfy the interests which
he has against, and not in common with, the rest of the
community. And when this same story is repeated for
every branch of production, the result can only be that
the centrifugal force of these interests will continually
pull to picces the essential content of any comprehensive
plan.

It is pertinent here to recall the contrast between the
experience of the Russians in industry and agriculture
respectively, In industry the chief troubles have been in-
competent, shiftless and unskilful workmanship on the one
hand, and inadequate plant, materials and means of trans-
port on the other, acting upon an incurable optimism which
always believes that far more than a pint can be got out of

that an increasing number of farmers are now able to offer accommo-
dation te tourists om exceptionally favourable terms, thanks to their
enjoyment of privileges, such as agricultural derating, which were
intended to encourage domestic food production, but in effect merely
put a bonus into the pockets of walkers and motorists at the expense
of the innkeeper !

Ls
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a pint pot. But there has been no wholesale destruction of
capital equipment, or concerted refusal to use this in the
way that the plan demanded, and no widespread and
deliberate restriction of production comparable with the
repeated slaughter of livestock, withholding of grain and
blank refusal to sow more than is required for the culti-
vator’s own needs, which have again and again played
havoc with the plans for agriculture. The peculiarities of
peasant mentality are not the whole explanation of this
difference. The factory labour of to-day is recruited from
the peasant of yesterday, and is still peasant under its skin,
The vital element of difference is that in agriculture both
the hen and the golden eggs that it lays, both the cow and
the golden milk that it yields, and, if not the earth, yet still
the golden grain that it bears, are the property of persons
{(and even in collective farms of groups of persons) who are
directly interested in the sale of these products. The co-
operation of these persons can indeed be won on certain
terms, but the price of its winning is that the sectional
interests of these persons should make their mark on the
very content of the plan itself.

v

We have next to ask the difficult question : To what
extent does successful economic planning imply depend-
ence on, or independence of, a price mechanism ? How far
will a planning authority employ the familiar notation of
money and prices ; and, where this is employed, will it be
merely a convenient mode of expression, or, as in an un-
planned economy, the actual governor of economic policy ?
This, of all aspects of planning, seems to me most urgently
to call for further investigation. Happily, it is beginning to
attract the attention of economists who are disposed towards
sacialism, and considerable clarification of our ideas on the
subject may be looked for in the next few years. In the
meantime the following reflections must be taken as quite
provisional and tentative.
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Vf“irst, I think we have to lay down that a planning author- ©
ity will not be wholly and automatically guided by the readings
of the price mechanism. It will not simply offer goods for
sale in a free market, and expand or contract their produc-
tion according as a profit or loss is recorded on their sale. If
the planners are not to do more than observe a self-regulat-
ing mechanigm, and conform exactly to it, they can hardly
be said to be planning at all. It is silly to set up a cumbrous
organisation merely in order to do what can be actually
better done without it. If the price mechanism is, or can be
made, a perfectly reliable determinant of all economic
issues, then it is better to be guided by impersonal or multi-
personal authority than to substitute deliberate human
judgment with all its possible imperfections,

But a good part of this book has heen concerned to show
that the price mechanism cannot make these claims. Used
as the tool of theoretical analysis, it has enabled us to define
with great precision the meaning of economic efficiency,
and it is an invaluable aid to clear thinking on all economic
topics. Accordingly it has become the darling plaything of
the economists, who ar¢ naturally inclined to resent any
aspersions on its universal validity, and to conclude either
that a planned economy must be no good because it could
not be governed by this mechanism, or, conversely, that it is
only in a planned economy that the mechanism would
function perfectly. But, alas ! the gap between theory and
practice is here very wide. In practice, the price mechanism
struggles with an almost impossibly difficult task, It has to
measure and compare incommensurables—one man's work
with another man’s pleasure. It is distorted by custom and
convention and faulty reckoning, It cannot, in fact, offer
us any security that maximum economic efficiency will be
attained in a community whose economic decisions are
governed by the responses of individuals to its readings.

Nor can we get out of the difficulty by suggesting that a
planned socialised system might create the conditions in
which the price mechanism would work with perfect ac-
curacy and would invariably reflect the true balance of
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cost and satisfaction. It is possible that planning might cor-
rect some of the present shortcom.mgs of that mechanism.
For example, by removing some of the present causes of
unequal distribution of wealth, it might improve the pre-
sumption (it can never be more than a presumption) that
when I am willing to pay half a crown for a job which some-
body else is willing to do for half a crown, it is to our mutual
advantage that the job should be done. But we step out of
the frying-pan into the fire, For if planning could improve
the reliability of the price mechanism in one direction, it has
just the opposite result in another. If the argument of pp. 99
and 100 is correct, it becomes quite impossible to get a true
objective measure of all the costs of production where saving
and investment are performed by collective units, There can,
therefore, be no absolutely reliable index which will in-
fallibly reveal to a planning authority the point at which
additional output from any industry is no longer so urgently
needed as to justify the cost entailed in producing that out.
put. It follows that there must be a certain element of arbi-
trariness in the decisions of the planners, They will decide
to plan for an output of so many million tons of ¢coal and so
many million tons of potatoes, not because these figures
have been arrived at by any precise mathematical process,
so that a ton more or less could be demonstrated to be a
mistake, but rather hecause production on this scale ap-
pears to the planners to be of the right sort of magnitude,
and because they have quite arbitrarily chosen these exact
figures for no better reason than that one must in the end
choose some figure or other. That is to say, the planners
must be prepared to defend the general features of their plan,
and to do this by using general reasoning. They will say :
The production of potatoes makes men healthy, wealthy
and wise, and we think, after considering the alternative
possible occupations for the people of, say, Sussex, that it
would be well to make Sussex much more of a potato-
growing county than it is to-day. But they will not be able
to abdicate in favour of an automatic register, or to evade
responsibility for their judgments, by merely pointing to
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the recorded costs and selling prices of potatoes, and re-
marking, in superior fashion, that these figures show the
correctness of their decjsion,

On the other hanMgl planned economy could tackle jts
job unless it employed some method of reckoning in terms of
money prices, on whatever principles these may be calcu-
lated. The lessons of Russian moneyless accounting are still
valid and should warn us off attempting anything equally
ambitious, at least for a long while to comeFPHe first func-
tion, therefore, of the price mechanism under a planned
economy will probably be to serve as a means of expressing
the content of the plans, and therewith also as a means of
checking the measure of their fulfilment. That is to say, the
plans would take the form of proposals that such-and-such
quantities of goods should be produced at such-and-such
costs and sold at such-and<such prices, If the method of
calculating these costs and prices, and of deciding upon
these quantities, is necessarily somewhat arbitrary, never-
theless the use of monetary terms for this purpose will be
essential as a means of formulating what the planners pro-
pose to do ; and, on the understanding, which it is most im-
portant should be observed, that the methods of calculation
employed, once determined, are adhered to until any pro-
ject to which they have been applied is finished, the use of
these forms of expression will also make it possible to judge
whether the planners have accomplished what they set out
to do, and, if not, at what points and by how much they
have fallen short of their objectives. Thus it may be
decided that, in the calculation of costs, interest must be
included at, say, 4 per cent, This is a quite arbitrary deci-
sion, and there is no way of determining whether 4 per
cent represents more or Jess than the cost of abstinence re-
quired for capital investment on the scale projected in the
plans. But once this and other relevant figures have been
fixed, then any enterprise which realises only 2 per cent on
capital {or any which pockets § per cent) is at once seen
not to have fulfilled the intention of the plans. Moreover, the
use of a system of monetary reckoning makes it possible also
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to record that the measure of divergence of result from plan
in such cases Is exactly 50 per cent. We may here remind
“ourselves of the merits of a system of prices, to which at-
tention was drawn at a much earlier stage,! as an instru.
ment for recording guantitative results ; for, in the execution
of any economic plan, mistakes will be made, and a rod
with which to measure the mapnitude of these mistakes will
be indispensable,

Further, within certain hxmtcd spheres, movements of
prices may well play a part in a planned economy closely
similar to that which they play in the world of no-plan. One
of these spheres is that of regulating the distribution of
workers between the various occupations which the plans
require that they should follow. Here the usefulness of the
price mechanisin largely depends upon the type of incen-
tive on which it is desirable to rely in order to keep the
economic system going, and the matter is discussed in that
context.? Another such sphere is that concerned with
rationing the supplies of goods already produced amongst
the consumers who are to make use of them, Here, at least
when we come to the final stage-——the moment when the
bread, the ingredients of which have passed down the long
chain of hands from ploughman to baker’s delivery boy, is at
last to enter the possession of the man who proposes actually
to eat it—the method of attempting to fix prices in such a
way that all (and no more than all) that is produced will
find a market has much to commend it. So long as there is
any scarcity of the agreeable products and services that we
designate as wealth (and we have seen that that situation
is likely to endure for a long while to come), there are really
only two methods of regulating the distribution of goods
that have reached the stage in which they are ready to be
consumed. One is to assign definite rations in terms of
quantity as the Russians do with sundry food-stuffs, the
other is to put price tickets on to the goods and then let
the public buy them for money,

The advantage of the second method over the ficst is that

1 See p. 41. 8 See pp. 329 . below,
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it gives the consumer all the appearance, and a consider-
able measure of the reality, of personal choice, We have
already seen that rationing necessarily stereotypes every-
body’s consumption, and this, as soon as standards rise
below the lowest minirum, is surely deplorable. Certainly
the introduction of any such method of regulating distri-
bution would be deplored by the majority of any prosper-
ous and independent-minded comrmunity accustoried to
the alternative method, Some of us want to spend more on
travel and less on domestic comfort, while others prefer to
stay at home all the year round and devote their income to
making that home worth staying in. These are harmless
personal preferences, and, in the interests of colourful
variety, it is good that they should be indulged : the more
so, since the scope of the consumer’s effective liberty under
any type of complex industrial system is bound to be pretty
narrowly limited.

Now, the real (as distinct from the apparent) measure of
the freedom which the control of distribution by prices
rather than by rations confers upon the consumer in a
planned economy, where the planners have full command.
over the lines that production is to follow, may be described
in this way. Under the rationing system the consumer is
competled to take what he is given. Obviously in this case his
power of choice is nil. Under the price system, on the other
hand, his range of choice is limited by the facts, first, that
nobody can buy what is not there, and, second, that the
planners will do their best to see to it that the whole body
of conswmers in the aggregate docs actually buy all that is
there. In pursuance of this aim they may hold out alluring
inducements to beguile the public into buying more of
articles which they have decided to turn out on an un-
usually large scale. These inducements will, in the main,
take the form of pricing such goods on exceptionally favour-
able terms ; and, if this policy is carried far enough, the ex.
perience of an unplanned economy suggests that it will, in
the end, be successful. If stuff is offered cheaply enough,
someone will be found to buy it. But such policy remains a
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matter of inducements, not of compulsions ; and no given indi-
vidual is kimself obliged to be the someone who buys a particular
something. Hence, where a price system is employed in this
way, on the one hand the planners are still able to shape the
general lines and proportions of the community’s produc-
tion (and therefore of its consumption) as they think best.
But, on the other hand, every individual is able to ring his
own particular changes on the common theme, and to
diverge from this in proportion as he is able and willing to
stop his ears against the blandishments of subsidised prices.

It may be added that the peculiar blend of rationing,
selling goods for money, allocation of non-monetary privi-
leges, and manipulation of prices in accordance with the
incomes of particular buyers, which the Russians employ
at the moment, appears to be a very clumsy affair, not to
be recommended in preference to the simple use of the
ordinary type of price mechanism in this sphere. The
objections to rationing have already been discussed ; but
the same kind of criticism can be made of the various
methods, so dear to the Bolsheviks, of loading 4 large money
income with incidental disadvantages and enhancing the
value of a small one by the same token. One is constantly
told that workers earning smaller wages in the Soviet
Union find themselves actually better off than others with
larger nominal incomes, because the former enjoy such
privileges as the right to buy cheap meals in factory restaur-
ants, while the rents charged for house-room appear to vary
in accordance with the tenant's income, & Jower sum being
charged to a poorer than to a richer occupier for the use of
the same accommodation. All this is an extraordinarily
roundabout way of regulating the distribution of income
on the one hand, and its correlative, the distribution of
goods and services available for consumption, on the other.
To charge different prices for the same goods to persons of
different levels of income must add enormously, and to no
purpose, to the complications of a machine that is bound
to be complicated enough at the best of times, If it is agreed
that A should be 50 per cent better off than B, the direct
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and simple way of achieving this, as well as the way which
gives most scope for the expression of personal taste, is to
pay him 50 per cent more money, and then let both A and
B spend that money as they please on goods which it is
open to them both to buy on exactly the same terms, The
Russians appear to base their peculiar system largely on the
doctrine that a privilege, though still a privilege, is less
likely to titillate the instincts of covetousness, if it is' not
actually paid over in cash to the person who is to enjoy it
a simple enough view at any time, but one which is aston-
ishingly naive when it is stretched to make the right of
purchase on special terms appear less demoralising than the
receipt of a correspondingly more substantial money
income,

v

At a very early stage of our examination of the Russian
plan we came up against the simple fact that it is no use
making a plan if you cannot get people to carry it out. In
other wordsfonstructive planning demands a certain
control over persons as well as over things. Just as the plan
requires that coal should be carried here and a power
station erected there, that suspenders should be sold in this
shop and newspapers at that one, so also, by consequence,
it calls for so many miners here, so many electricians there,
so many haberdashers or newsvendors in this district or
that. We have, therefore, next to ask; What are the most
favourable conditions for enabling these requirements to
be carried out, so that the plan may be translated from
paper ambition to concrete reality ?

Here I should like to put in a plea for the use, subject,
indeed, to certain limitations which are discussed later,?
of the old-fashioned type of economic incentive as the
principal means by which a plan, in a democratic com-
munity, should achieve the necessary distribution of labour
between different places and occupations : that is to say,
for the maintenance, in this sphere, of the machinery of the

! See pp. 339 .
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price mechanism, operating in a labour market in substanti-
ally the same way as that mechanism controls the distribu-
tion of labour in the world of no-plan. It is true, indeed,
that the simplest and most direct way of all of getting a
plan carried into effect is for the planners to have the power
to order people to go and carry it into effect : that is, for
control over persons to be exercised in exactly the same
way as control over things. This, however, implies the
establishment of a slave state ; a measure which, notwith.
standing the low value now commonly set upon personal
freedom, is hardly yet practical politics, still less a com-
mendable ideal. The economic incentives have, therefore,
to be weighed, not against compulsion, unless it is compul. |
sion applied sparingly at particular points, but against
dlternative methods of inducing people to do what the plan
requires should be done.

Recently it has become fashionable to exalt certain of
these alternatives at the expense of the economic motives,
which last, particularly in the socialist world, have lately
fallen into great disfavour. It is argued, first, that already
we ply our various tasks for reasons quite other than the
love of material gain ; second, that these other reasons are
ofien morally to be preferred to the lure of pecuniary
advancement ; and, third, that they are capable of much
greater development in the conditions of a socialist society
than they can attain in a world where, as we have already
seen, everybody’s zeal to get as much money as possible
for his own use itself supplies the driving force that makes
the wheels go round. In particular, we are reminded that -
most of us work from habit, or even from a simple preference
for doing something rather than nothing ; and that nearly,
if not quite, all of us boast a rudimentary sense of social .
obligation—a power of response, at least in certain circum- -
stances, to ekhortations to do our bit, which it based on an
appreciation that only the addition of everybody’s bit can
make the requisite total,

The potentialities of such motives as instruments for
carrying a great national plan into effect must, however, be
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considered in very close relation to the nature of the
demands which such a plan necessarily makes upon the
people who are to work it. In particular, we have to keep
in the forefront the fact that every well-conceived plan is
going to call for change ; even though it must begin from
the status quo, its job is to improve upon what it finds.
Indeed, all the communities that are in the least likely to
experiment with planning are already in a state of con-
tinual change. Technical change introduces new methods of
production calling for new varieties of skill and tools ;
demographical change alters the proportions in which the
population is divided between children, adults of working
age and old people ; change of taste or standards demands
the manufacture of commodities and services formerly
unheard of-from all of which it follows that no plan is any
good at all which cannot continually adapt itself to these
movements. Every good plan will be different from that
which it succeeds ; and, unless it is drafted to cover only
the shortest possible period, it will almost certainly itself
need to be revised in the course of execution, so as to meet
new circumstances that have arisen between the time of its
conception and the date at which it is intended to give
place to its successor, A planned society cannot lay too much
stress on this need for elasticity and adaptability. Since it is
always a little easier to repeat what you have done before
than to embark upon new courses, the planners are likely
at all times to be in some measure biased in favour of
conservative policies, It is of vital importance that every
possible step should be taken to counteract this bias, and,
in particular, that the instruments by which new plans are
carried into effect should be as flexible and responsive as
possible,

This elementary condition at once puts & limit to the
possibility of relying upon the habit of work, or upon any
simple undifferentiated preference for activity over idleness,
as substitutes for the familiar economic incentives of the
unplanned world. Yet the importance of this limitation is
too often overlooked, particularly by those whose dislike of
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the economic motives is based upon the good socialist’s
hatred of inequalitics. Mr. Bernard Shaw, for example,!
argues that one of the reasons for not quailing before
proposals for universal equality of remuneration is the fact
that already such equality has been found practicable for
large classes even within the capitalist system. All the
judges of the same standing, he points out, already receive
the same pay, as do all the soldiers and all the members of
Parliament. So they do—after they have become judges or
members of Parliament or soldiers, as the case may be, .
But it is just this last qualification which is the flaw in :
Mr, Shaw’s alluringly simple inference that, since every- -
body within these classes already receives the same pay,
there should be no difficulty in extending this equality -
further, until a postman receives not merely the same pay as -
any other postman, but the same as the judges or the sol- .
diers or the members of Parliament. For we may be sure
that though, once a judge, a man gets the same pay as his
colleagues on the bench, yet no one embarks upon the
career of which becoming a judge is the final consumma- .
tion, without an eye upon the economic advantages which
the attainment of that eminence would bring, as contrasted,
for example, with the pay and prospects of entering the
postal service. The removal of certain class barriers may,
indeed, as we have already seen, enormously reduce the
present inequality of remuneration as between different
callings, even while economic incentives still play their part
in luring workers into this job and out of that one, But if
we are to go all out for absolute and universal equality,
or if on any other grounds we decide to discard economic
incentives, then some alternative machinery for regulating
the distribution of labour between various callings must
be substituted ; otherwise, what is to be done wher more
postmen and fewer judges are required ?

Habit, then, clearly will not serve the purpose. Habit will
make a man who is a wheelwright go on making wheels, it
will make a doctor go on doctoring, a waitress go on waiting,

Y Intelligens Woman's Guide, pp. 68-70.
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and {without doubt!) a lecturer go on lecturing. It may
even make the child of a wheelwright apprentice his son
to wheelwrighting, or a doctor’s child devote himself to
medicine, or the daughter of a waitress take up waiting, ora
lecturer beget future lecturers. But it will not supply more
doctors and fewer wheelwrights, more waitresses and fewer
lecturers. In times of crisis, habit is an invaluable aid to-
wards keeping any kind of economic system going. And,

even in ordmary nme:s, it roay play a larger part than any
other single motive since, even in a dynamic society, change
is always the exception rather than the rule—more people
are trudging along in the jobs that they have than are
contemplating any immediate change. But habit must be
supplemented by some additional force which will induce
adaptation to new conditions ; whether, as in an unplanned
society, these conditions are the unpremeditated result of
independent unco-ordinated actions, or whether, as under
a plan, they are expressed in alterations of a pattern that is
deliberately designed.

w~That, for practical purposes, leaves us with the appeal to
a sense of social obligation as the most likely alternative to
exploitation of hopesof personal advancement, in our search
for a means of making people do the jobs which the planners
have decided must be done. All the varied keys in which this
appeal can be pitched, together with the appropriate
responses that men and women make to these, I propose
to describe under the single term  uplift**; although
admittedly this term carries a certain aroma of belittle-
ment, Uplift will then comprise all those inducerents to
go here or there, and to do this or that, of which consider-
ations of patriotism, of one’s duty to one's fellow workers
or to the party of which one is a member, are typical.

Now, doubtless the value of uplift is a matter about
which the psychologist ought to have a good deal to say,
In the meantime, from such experience as we already have
of the working of this group of motives, the layman may
well be forgiven if he views with grave misgivings the pros-
pect of an economic system of which they are the main
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acknowledged driving-force. For without, I hope, taking
an unduly low view of the capacities of human nature, one
cannot but observe two disagreeable features which appear
to be the normal accompaniments of any public exploita-
tion of our latent sense of social duty.

The first, which has already been remarked upon, is the
fact that the correlative of ardent devotion to one cause or
group seems to be the abomination of another. Our only
experience of attempts to use sustained appeals to civic
consciousness as the means of getting big things done on a
national scale is derived, first, from countries which were
at war ; and second, from the Russian Five Year Plan, In
the one case the abomination and the devotion are neces-
sarily as closely related as a pair of Siamese twins. In war,
disservice to the enemy is service to one’s country. The two
are interchangeable terms. In the other case, it does look
somewhat as if, where the Russians had not an enemy 2ll
ready to hand, they had had to set to work to invent one ;
or, more accurately, since the Bolshevik régime can never
be said to have been exactly devoid of ill-wishers, it looks
as if no pains had been spared to get the fullest possible
use out of the available stock of enemies. But until we can be
assured that this coincidence of Iove and hatred, of admira-
tion and disgust, is merely accidental, we may fairly hesi-
tate before committing ourselves to an economic system, the
motive power of which is supplied by the public’s sense of
social duty. The risk of a backwash of violent antagonism
hurling itself against real or imaginary enemies at home or
abroad is not attractive,

And, in the second place, continual emphasis upon the
performance of public duty seems to produce a mixture of
intolerance and Pharisaical priggishness which is not
particularly pleasing. At least it has been so in Russia,
where perpetual reiteration of the Communist’s devotion
to the calls of the Party, and of his indifference to the
dictates of his own convenience, is both monotonous and
irritating, and has produced a type of personality whose
development appears to be extraordinarily one-sided. I do



SUCCESSFUL BECONOMIC PLANNING 335

not for one moment question the sincerity of these pro-

uncements ; nor, again, would I deny the existence of a
latent sense of public duty in all normally constituted men
and women accustomed to life in social groups. No one
who has had any experience of the life of the smallest
communal group in school, office, factory, club or holiday
home, can be unaware either that this sense exists, or that
its development varies enormously as between one indivi-
dual and another. But the fact seems to-be that this kind of
communal responsibility is only at its best when it can be
taken for granted ; and that its value is destroyed in pro-
portion as it becomes the object of explicit public appeal,
In any society which is not cleft from top to bottom by
profound dissensions, the average man can probably be
relied upon to do his job decently and regularly from a very
scemly desire to avoid being a burden upon his neighbours ;
and to expect him to do this makes of him neither a martyr
nor a prig, any more than people are made martyrs or prigs
by such requirements as the tacit understanding that they
will wipe their boots before entering their neighbours’
houses, put out the lights when they are the last to leave the
room in a public building, and refrain from performing in
brass bands under the windows of a hospital. But to ask a
man to renounce one job for another, or to accept lower
remuneration, or to work overtime in the interests of the
public well-being, is a different matter. For, in the first
place, no one can perceive unaided that the public interest
demands that he should make these changes in his personal
conduct, in the way that he can appreciate the annoyance
that his cornet would cause to sick people, or his boots to
careful housewives, His social duty in thus fulfilling an
economic plan has to be pointed out to him in so many
words ; which, in turn, means that he has to become
explicitly conscious both of its performance and of the motive
behind this ; and that is what makes him a prig, And, in
the second place, since a plan must on occasion demand
large changes in the conduct of individuals, such as are
quite beyond the scope covered by the existing standards
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of social duty in non-Communist countries, it is likely thai
a man will have to be moved to a very high state of ciyic
exaltation in order that he may accomplish this duty once
it has been realised, And it i% the very loftiness of this state of
exaltation which, I submit, is both repellent and dangerous.
For this can only be maintained in a society whose mem-
bers live in a perpetual round of self-consciousness, self-
commendation and mutual admiration ; and it may be
questioned whether the accompanying suppression of indiv-
idual preference and convenience does notalsocarry withita
repression of personality involving definite psychological loss.
This is tantamount to suggesting that the proper function
of a sense of public duty is passive rather than active.
As a kind of social cement the value of this sense is enor-
mous. And, moreover, in a healthy community, with a
rising standard of culture, the range of social obligations
which the individual accepts without demur tends continu-
ally to extend, We have already hinted?® that much has been
achieved in the past, and that much may be hoped for the
future, from such a gradual rise in the standard of public
responsibility unaccompanied by explicit uplift. But this
process, if it is to be valuable and free from the unpleasant
accompaniments which we have just been describing,
must proceed at its own pace. To force it is fatal. And an
economic plan, the exccution of which was dependent
upon our response to the call of social obligation, would be
out of the question without a terrific forcing of this pace.
To suggest that there are limits to the extent to which
conduct should be motived by consideration for one’s
neighbours, and for the larger circle of neighbours known
as the general public, may sound cynical and dangerous.
But I would urge that the lessons of experience warrant the
inference that there are such limits ; and that the dangers of
overstepping them are (except for a small minority of
highly-gifted individuals) hardly less than those of erring
on the side of selfish individualism. We are not strong
enough to liveina continual state of uplift, except at the cost

1 See p. 290.
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of a strain which inflicts real damage on ourselves and our
neighbours, just as much as do the vices of miserliness or
laziness, That is what both Christian ethic and Bolshevik
uplift fail to realise.

By contrast with an atmosphere of general uplift, a
community in which some appeal is made to motives of
personal advancement (within the strict limits which, as
we have seen, are immediately set by the social owrership
of the instruments of production) has an appearance of
common sense and naturalness which is quite refreshing,
And it is perhaps significant how even the Russians have
become increasingly lax in the place which they allow to the
expression of these motives. The Moscow News is a paper
published in foreign languages in order to win the sym-
pathy of observers of the Soviet Union in other countries,
and it is accordingly at pains always to put that face on the
events which it records which the Russians think most
creditable to their system. It is, therefore, the more remark-
able to find, in the ¢olumns of that journal, one N, Shat-
okhina boasting that, as a result of her hard work on a
collective farm, she * will have heaps of money and will
buy herself shoes, a coat, dresses and underwear,” and that
it * has become clear to hcr and to the other girls who lead
an independent life that they are well-to-do now ** ; while
Ivan Buzak, a member of the same collective, confesses
that he had at one time doubts whether he would really
get all the rye, vegetables and money that were promised
when he joined the collective, and that he tried * to figure
out in advance how much he would earn **—only to find
that the results more than came up to expectations, so
that he and his wife intend to buy shoes, slippers, a coat, a
winter jacket, underwear and all kinds of other goods,
including a calf and some pigs and chickens.?

Might we not do well to accept the simple desire of
N. Shatokhina and Ivan Buzak, and the millions whom they
typify, for greater abundance of the comforts and conveni-
ences of life for themselves and their families, as the main

) Moseow Daily News (weekly edn.), September 20, 1933,
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motive to which any planning authority will appeal in
order to induce the public to do the things that it has
planned should be done ? The econemic motive is, after all,
but one expression of the wise and rational policy of getting
the best use out of the good things that nature has provided,
the wits that she has put into our brains and the muscles
that give strength to our arims, This policy is, as we have
seen,! in itself morally neutral : it becomes objectionable
only when acquisition on the part of one implies loss on the
part of others. In one sense it will even be the guiding prin-
ciple of the planners themselves, the efficiency of whose pro-
grames must be judged by the degree to which they have
successfully accomplished the very ends which this policy
seeks to attain ; and for this reason, if for no other, it is
perhaps as well that the public should perceive also in their
individual lives the existence of some connection between
effort and reward.

The one really substantial objection to reliance upon
economic motives is, of course, that this readmits once more
that persistent bugbear, the cenwifugal tendency of every
specialised society. As soon as it is decided that one kind of
work shall be remunerated more highly than others in order
that more people may be induced to take that work up
(the implication being, of course, that there are not enough
people engaged on it already), it becomes to the interest of
these better-paid persons to maintain the relative scarcity
oftheir type of labour and its counterpart, the relatively high
level of their pay, The reader, however, who has followed
the argument of pp. 216 ff. will perceive, first, that to risk the
effects of this tendency in the wsecution of a plan is a very
different matter from permitting it to influence the major
decisions contained in the very plan itself ; and, second,
that a society in which the instruments of production
are in social ownership, and in which, in consequence,
all employers act under one unified guidance, is in a far ~
stronger position to deal with the dangerous consequences
of this tendency, than one in which the terms of employment

1 See p. 53+
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are settled on the pull-devil-pull-baker principle by associa~
tions of employers and workers, cach pursuing their own
sectional interests without regard to any common plan
whatever,

Since, however, the dangers of the pull of the part against
the whole cannot be kept too prominently in mind, it may
be useful briefly to review the weapons with which a soci«
alised planned economy, that relies on appeal to economic
motives for the execution of its plans, can defend itself
against these dangers. First, such an economy must be quite
ruthless in the matter of the vested interests of particular
occupational groups or of particular individuals in a given
job. It must not admit that the enjoyment of a higher
standard of living on the part of any group is a title to the
permanent continuance of any such relative advantage.
Since a measure of security is of the essence of any stable
economic system, it will, no doubt, permit socialised enter-
prises to make contracts with workers for considerable
periods, perhaps even over a term of years ; but it must not
allow one contract to prejudice the terms of the next. It
maust start from the assumption that the onus of proof is
always on those who seek pay higher than that of their
fellows, and that the presumption is always in favour of
equality. It will be prepared to pay special rates for special
skill and responsibility as experience proves may be
necessary to procure supplies of such skill and responsi-
bility ; but it will not continue to pay these rates when the
evidence suggests that people can be found to do the jobs
required without them, '

In the pursuit of this policy the planners must take
energetic steps to prevent any attempt on the part of
associations of workers in particular occupations to acquire
monopolistic strength by forbidding qualified persons to
enter their ranks., In the determination of wage rates
{within the limits permitted by the plans) it may be presumed
that discussion between the managers of socialised indus-
tries and unions representing the workers will take place
somewhat after the fashion of the bargaining encounters
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of workers and employers under our present system. But
the unions must expect, in a planned society, to forgo the
instrument which in the long run has proved the most
effective means of enabling the members of one group to
advance its standard in comparison with that of its fellows
in other occupations or industries—that is to say, most effect-
ively to exploit its own sectional interest. I refer, of course,
to the various devices by which some trade unions and
{with even greater assiduity) certain associations of profes-
sional workers have succeeded in restricting their member-
ship. In a planned society it must be insisted that all
associations representing occupational or industrial groups
shall be freely open for all qualified persons to join ; and
that if any limit is set on the freedom of the public to acquire
the necessary qualifications for becoming a doctor, a miner
or a cook, or, having acquired them, to follow one of these
professions, those limits shall be decided by a central
authority, and not at the discretion of the doctors’, miners’
or cooks’ trade unions.

Further, a planning authority, as we have already had
occasion to mention,? cannot afford to allow any individual
to claim that he has an unshakable right to follow a par-
ticular calling. Wise planners, to be sure, will recognise that
the number of jobs that any of us can do well is closely
limited ; that, on the whole, most of us are better at jobs
that we know and like than at ones which are strange or
disagreeable or both ; and that there is waste involved in
putting a man with highly specialised qualifications on to
work which any fool can do. But they must not be bound
byany morerigid rules than these commonsense principles;
and they will, on occasion, doubtless have to do violence
even to these. Although I may have been a lecturer on
economics for ten years or more, if the needs of the plan
require that the university where I work is to be closed,
I must accept dismissal ; and if, further, there are no alter-
pative vpenings for teachers of economics available else-
where, I must be prepared to accept any other job that

1 See p. 204.
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offers which I am capable of performing, or face the
alternative of starvation. I must be ready to cook or clean or
serve in a shop or tot up figures in an office, and not expect
to live in Jeisured case at the public expense until such time
as I am successful in finding re-employment in my former
calling. If, indeed, the plan has no work at all to offer that
is within my capabilities, then I have a proper claim for
maintenance ; but the success of a planning authority in
mobilising its supply of labour efficiently, and in providing
for allimportant change and growth and progress, depends
upon its recognising such a claim in no circumstances but
these : upon its resolute refusal to admit that any individual
has a vested interest in any particular type of occupation.
If these precautions are taken, the disruptive tendencies
of sectional groups ought not to be a serious menace to a
planned economy, In addition, there remains the passibility
of controlling the operation of economic incentives by a
limited exercise of direct compulsion. Compulsion in the
positive sense of ordering particular persons to perform
particular jobs, and enforcing the order with the sanctions
of law or physical force, we have already ruled out as appro-
priate only in 2 community of slaves. We have found,
indeed, indications that the Russians have not yet learnt
entirely to dispense with controls of this kind ; but in this
respect their practice will not commend itself to a free and
democratic community. The use of the army, for example,
in the performance of industrial tasks is obviously objection-
able, unless in the gravest and most exceptional emergencies;
while forms of moral pressure, such as might be employed,
for example, to induce workers to leave the country for
factory work in the city, or to throw up their individual
holdings in order to join a collective farm, are scarcely less
to be deprecated than direct authoritative compulsion.
These objections, however, do not apply in the same degree
to certain negative formsof compulsion, by which a planned
economy may, as it were, fix the limits within which the
free play of economic incentive is permitted. In particular
it seems reasgnable that a central authority should have
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power to stop recruiting for particular occupations, in which
it is contemplated that the opportunities for employment
will be considerably reduced under the proposed plans, To
deny a man the chance of becoming a carpenter is quite
a different thing from ordering him to become a window
cleaner ; and to do so is obviously more to his interest, than
it would be to permit him to add his name to the list of
carpenters in circumstances in which it is known (as, for
example, when extensive substitution of metal for wood-
work in building and furniture is anticipated) that the
prospects of employment for those already engaged in
carpentering are bound to diminish, Such negative restric-
tion, indeed, has already made 2 rudimentary appearance
even within an unplanned economy. Under the Mining
Industry Act of 1g26 the Minister of Labour has power to
make regulations for the purpose of securing that in the
recruitment of miners pmfcrcnce is given to persons who
have already been employed in the industry. These statu-
tory powers have not indeed actually been exercised ; but
a formal undertaking has been given by the mine-owners
to the Minister that they will abide by an approved scheme
of their own which gives effect to such a restriction on the
entry of newcomers to the industry. A planning authority
would no doubt make a considerable use of similar powers
by instructing socialised enterprises from time to time not
to accept new recruits in certain industries or occupations.
And it might, in addition, check the flow of workers to
certain skilled occupations at an earlier stage, by closing
down the opportunities for further students to enter upon
courses of training enabling them to qualify for such jobs,
To this I should much like to add one further mode of
negative compulsion : that is, the imposition by law upon
all who are capable of work of a minimum standard of
honest and efficient workmanship failure to attain which
would be a punishable offence. Such a measure, however,
I suggest only with considerable hesitation at the present
stage, since the possibilities of abuse, and the difficulties of
defining bad workmanship or shirking so precisely that they
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may safely be made criminal offences are obviously very
great. The Russians, with their comprehensive and ill-
defined crimes of sabotage, have certainly not avoided these
difficulties ; but in the present state of their mentality this
may well be as much because they are not particularly con-
cerned about possible cases of individual victimisation and
injustice, as because they have tried, but failed, to evolve
just and consistent rules for the interpretation of these
offences. Nevertheless, even if we cannot at the moment say
with confidence that a planned economy ought to include
idleness and indifference to the obligation to labour in its
criminal code, the matter is one to which the lawyers might
very profitably give their attention. For it is plain truth,
which the plain man is more than ready to recognise, that
the action of him who either attempts to do as little work
as possible himself, or does his best to render the labour of
others unproductive, is not distinguishable in principle
from the action of him who steals from others property that
they have already legally acquired. If the law could find
some way of recognising the affinity between these two
modes of action (without rendering workers whose manners
or appearance happens to be uncongenial to their mates, or
to the managers of the works where they are employed,
liable to prosecution for sabotage) ; then both the cause of
justice would be advanced, and the hands of a planning
authority greatly strengthened in the task of securing the
efficient execution of its plans, .

To avoid misunderstanding, it should here be added that
the restriction of autheritative control over the distribution
of labour to such negative forms of compulsion as those
outlined above does not imply any interference with the
sphere of authority in directing the performance, as distinet
from the choice, of jobs. I have suggested thatin a planned
economy a man should be free, within the limits already
indicated, to seek any kind of employment that appeals to
him ; and that his choice will be largely guided by the
comparison of pay and prospects offered by alternative
occupations. In this matter he will act as he thinks best,
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and not as he is ordered to do by others. Once at work,
however, he will, naturally, have to accept the observance
of those conditions which alone make it possible for pro-
duction to be carried on in thé complicated specialised units
of modern industry : that is to say, he will have to do as he
is told by the foreman and managers who are responsible
for the administration of the business in which he is engaged.
The reader may have noticed that nothing has been said
in this book about the methods by which what may be
called the internal management of industry (that is to say
questions of works discipline and managerial authority)
will be regulated in a planned economy. The reason for this
is simply that these matters are not in any important sense
affected by the question whether business is conducted
under a planned or an unplanned economy : a fact which
the Russians realised early enough in the course of their
experiment, when they abandoned the practice of attempt-
ing to run their factories by committees of the workers
engaged therein, and proceeded to install authoritative
managers, each of whom has power 10 give orders which
must be obeyed, and is himself answerable only to the
governing body of the trust or syndicate in which his factory
is cornprised.

In any business which is not to be in a perpetual state of
chaos there must be some such final authority whose word,
in the last resort, goes, and who is supported by subordinate
officials, from departmental heads to foremen, responsible
to him personally for the efficient conduct of the enter-
prise ; and this iz equally ttue whether the manager is
engaged in carrying out the instructions of a superior plan-
ning authority, or the wishes of a board of directors or his
own personal fancies, The fact that he enjoys such authority
does not, of course, preclude a manager from taking into
consideration the effect of the policy of the business that
he supervises on the men and women who are employed
therein, or of availing himself of their constructive advice,
Indeed, it is absolutely essential that the special interests of
the employees should be safeguarded in every undertaking
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by the establishment of representative works councils, in
which the effect of this and that proposal on the comfort
and convenience of the staff’ shall be thoroughly discussed
and brought to the attention of the management, and
through which the special experience of the workers shall
be mobilised for the benefit of the whole enterprise. But
such bodies must be advisory only ; and concerned for the
most part only with the impact of particular projects on the
peculiar interests of the employees. It is not the business of
the staff to decide major issues of policy concerning the
amount of goods to be produced, or the prices at which
they shall be sold or the wages payable to those engaged
in their manufacture. Nor is this even the business of the
manager. These are matters in which a wider community
than that of the particular works concerned is deeply
involved, As such, they must be determined by a body
charged with the care of those wider interesis—that is, by
one which acts under the direct supervision of the central
planning authority itself ; while the manager’s job is to see
that what this body decides is done, Nor is it the business
of the staff even to decide who is to be promoted and who
passed over (although it is most proper that they should
have a right of protest against what they believe to be un-
fair treatment or personal favouritism), or whether smoking
is to be permitted in the works or what type of machine
should be utilised for a particular job. These are matters

which must be left to the discretion of the responsible

manager of an enterprise to settle, after hearing all evidence
from persons closely affected or from experts, in the manner
which he judges best consonant with the general policy laid
down by the superior authorities by whom he is employed,
and to whom alone he is answerable. Neither in a planned
nor in an unplanned economy is it practicable to conduct
modern business after the fashion of a public meeting.}

% It is perhaps fortunate that most peaple are not particulacly anxious
to concern themselves in » constructive and practical way with the
problems of business management-—a fact which was not always appre-
ciated by the early enthusiasts for workers’ control, who were convinced
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A final word must be added to justify the assumption
underlying all these pagesythat it is possible for a single
national unit to substitute a planned for an unplanned
economy, and to continue none the less to do business with
the rest of the world. Is it true that national need not wait
upon international planning ?

Obviously it is a much more difficult job to plan for a
country which is in large measure dependent upon inter-
national trade, than it is to operate a planned economy in
a more nearly self-contained unit. In principle the methods
followed are the same, whether the planners are providing
for a million loaves of bread to be produced from home-
grown wheat, or whether they expect these to be baked in
England from the produce of Canadian prairies or Russian
collectives, In the one case direct provision is made for
certain farms to sow and reap the grain and for certain
mills to grind it into flour ; and these details are duly
entered in the plan. In the other case the plan provides for
the supplies to be purchased from abroad, and for the
foreign currency necessary to pay for them to be obtained
by the export of a quantity of toys or coal or motor-cycles
which it is estimated will be sufficient for this purpose ;
and, accordingly, such production of toys or coal or motor-
cycles is also duly included in the plan. But the practical
application of these principles is clearly much more difficult
in the second case than in the first. For, while a planning
authority, in its purely domestic activities, may, as we have
seen, maintain the machinery of the price mechanism to
regulate the rationing of goods amongst competing pur-
chasers, and to control the distribution of workers between

that the mass of working le longed to add the worries of manage-
ment to the tEhvsic'al lab%c:rp of production, and would, indeed, be
consoled for the monotony of their work and find an outlet for their
personalities in o doing ; whereas the fact is that all but the tempera-
mentally .interfering mincrity amongst us (from whom the ranks of
managers should be ln;i;ely recruited) want nothing more than fair
consideration and no bullying at work, and a chance to leave promptly
when the hooter goes--surely & sane and sensible attitude !
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various occupations, it is not thereby rendered a mere pawn
in the hands of a self-regrulating market. Its power of control
over the market by manipulation of prices and production,
as, for example, by subsidising themanufacture of one article
out of the profits of the sale of another, enables it to make
the mechanism, which in the unplanncd economy is whol]y
dominant, largely subservient to its will. In a sense, in fact,
the planners can almost make their domestic plans come
right.

But in relation to market movements outside the area of
the plan it is of course quite otherwise. Here the spokesmen ~
of a national plan are in just the same position as the mer~
chants who operate in any unplanned economy. They must
take the behaviour of the market for granted and adjust
themselves to this, save only in the relatively exceptional
cases in which enjoyment of a monopoly of the supply of
some article, or the fact of being virtually sole purchaser,
enables them to dictate their own terms. This means, of
course, that the possibilities of error are bound to be much
greater in the case of a plan which involves extensive trad-
ing with the outside world, as compared with one in which
the planners can afford to let their neighbours go hang. The
Russians have had unpleasant experiences in this connec-
tion since the violent fall in world prices of staple food-stuffs
and materials which began in 1929. For the result of this
decling in prices was that all their expectations as to the
amount of wheat or butter that they would have to export
in order to finance their import programmes were hopelessly
thrown out. At the lower level of world prices the stuff that
they had planned to export did not feich nearly enough to
pay for what they had intended should be purchased abroad
with its proceeds ; and they were therefore obliged to offer
far larger quantities of their exportable products than they
had anticipated on the world’s markets, with consequent
detriment to their domestic plans, and to the happiness of
consumers at home who would dearly have liked to eat
much of what they saw despatched to foreign markets.

Hence a community which, like ours, is quite incapable of
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supporting itself directly from its own produce,* must expect
much more frequent serapping of plans already half-ac-
complished, and subsequent modification of projects in the
light of events outside the control of the planners, than
should be necessary in one not so situated. But this is not to
say that there is any necessary connection between planning
and self-sufficiency. Trade, national and inteynational, is a
matter of the interchange of products between parties, both
of whom are persuaded that it is more to their advantage to
do business than not to do it. Whether trade is done or not
‘depends, therefore, in the last resort, upon whether the two
parties can come to terms which appear to both to be suf-
ficiently advantageous ; which, in turn, depends upon the
willingness of each to pay well for the other’s product and
not to make exorbitant demands for his own. But there is
nothing in the fact of planning which in itself modifies these
factors on cither side of the equation. The only difference
that planning makes is that those who conduct foreign trade
on behalf of a planned economy are not free to conclude
bargains which violate the terms of the plans, whilst those
who buy and sell in foreign markets under an unplanned
economy are, like everybody else, restricted only by the
necessity of responding to the readings of the price mechan-
ism in the manner that they conceive to be most advan-
tageous, )

The idea that national planning must spell at least at-
tempted national self-sufficiency is no doubt Jargely due to
the zeal shown by the Russians, particularly in the early
stages of their first plan, to make themselves independent
of the rest of the world. But this fails to take account of the
fact that the motives which led the Russians to adopt this

1 Thiy is not intended to imply that Britain is necessarily and per-
manently bound to maintain the same proportion of foreign trade to
production for the home market as she has done in the last few yean,
or as she did in the days immediately before the war. But it is surely
quite unnecessary to point out that the inhabitants of these islands cannot
hope to attain auything like the independence of foreign products
possible for the Russians, or even for the French, at their present stage
of industrialisation ; and that even the British Empire as a whole ia
not a completely selfsupporting unit.
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attitude had little to do with planning, and, indeed, were
not primarily economic at all. The Bolshevik desire to keep
imports down to a minimum, and to confine that minimum
as far as possible, to capital goods to be used in founding
new domestic industries, the products of which would here-
after take the place of foreign stuff previously imported, has
been, undoubtedly, inspired Iargely by military considera~
tions. As we have seen, the fear of foreign attack is-con-
tinually present to the mind of the Soviet authorities. It is
this which is the driving-force behind both their desire to
become independent of foreign supplies and their passionate
eagerness to cram seven or eight years' work into five, and
then cut the five down to four. And, in addition, it must be
remembered that the intense pride of the Bolsheviks in their
gocialist economy makes them reluctant to deal with the rest
of the world on what inevitably must be terms largely dic-
tated by the economic Jaws governing capitalist economies.
Nobody, not even a Bolshevik, likes to admit that he has to
truck with the Evil One for his living. The Russians, to be
sure, can put a good enough face on the matter when itis a
case of negotiating a new trade agreement or of securing
imports which they know very well are vital for the success
of their plans. But it is clear that they do not altogether
relish the job, and it is reasonable and proper that they
should not—not because they live under a planned economy
but because they are Marxian socialists and dialectical
materialists, while those with whom they must trade are
double~dyed in the blackness of bourgeois ideology.

The experience of the Russians, however, in trading with
non-Communist countries should make it plain enough that,
while planning and self-sufficiency need not necessarily go
hand in hand, yet a planned economy which wishes to trade
with the rest of the world can only do so successfully if it will
observe certain conditions. Some of these are social and
political, others more strictly economic.

The social and political conditions are revealed by what
has already been said about the tendency to judge an
economic system not by its economic merits, but by its
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accompaniments in spheres which are not strictly relevant
to these at all. At the moment, scientific appreciation of the
merits and demerits of a planned economy is commonly
obscured by the opinions- held in the non-Coromunist
world about the religious views of the Bolsheviks, about
their marriage laws and about their heretical forms of
class prejudice and treatment of the outcaste social classes,
And the same kind of attitude influences also, though no
doubt quite irrationally, the behaviour of business people
with whom the Russians might trade with advantage to
both parties, as well as that of the Government which stands
behind these foreign merchants. Hence it comes about that
the trade relations of the Soviet Union with the rest of
the world are always precarious. They are liable to be in-
terrupted by events that are, fundamentally, irrelevant to
them. So, when the Soviet authorities arrest 2 number of
Englishmen and, after a trial of dubious impartiality, find
some of them guilty of offences recognised by Soviet law,
trade between the two countries is summarily brought to
an end ; whereas, when the German Government arrests
an Englishman and keeps him in prison without trial,}
protesis may indeed be made in the end, but trade continues
unabated. The cynic will remark that trade with Germany
has considerably greater economic importance to this
country than trade with Russia, which is true ; but it is
unquestionably also both true and relevant that the Ger-
mans are not Bolsheviks, and that, at least at the time of
the events in question, they had not established a social and
political system, or vowed themselves adherents of a philo-
sophy, which offended against the canons of respectable
conduct accepted by the capitalist communities of the
world. The moral of all which is that 2 community which
desires both itself to substitute plan for no-plan, and also to
trade with the world of no-plan, had better pay attention
to these canons. It cannot escape the condition that mutual

1 See the case of Mr. Geoffrey Fraser, imprisoned without trial in
Berlin from April 4 to May 13, 1938. Hansard, April 12, 1933, col.
-255¢ ; and May 18, 1gag, col. 523.
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intercourse of whatever kind can only be conducted in an
atmosphere which is not poisonous or violently repugnant
to either party.

Similarly, in the economic sphere, a planned economy
must be bound by rules that are not of its own making, if
it would conduct trade with communities living under
economic systems regulated by the price mechanism, A
planning authority, as we have seen, has great power to
manipulate the price of any particular article ; and this
power can be applied to goods which are sold outside
its own borders as well as to those which are made and
consumed within the ambit of the plan. The Russians, for
example, could sell butter on the markets of the world for
practically nothing, if they chose to recoup the loss involved
in s0 doing out of the pockets of the consumers of some other
article, the profits of the sale of which might be used to sub-
sidise the export of butter. In the ordinary course it would
doubtless not pay them to adopt this course ; it is a mistake
to suppose that dumping is pure gain to the dumpers and
that only the dumpee suffers. But if the Bolsheviks had some
special reason for wishing to gain a dominant position in
certain foreign markets, or if their need for particular
foreign imports was overwhelmingly severe, there are oce
casions on which they might judge the game worth the
candle. The unrestrained exercise of such power would,
however, clearly make dealings with other countries im-
possible ; for, while non-Communist Governments as well
as organised groups of capitalists have tried their hands on
occasion at subsidising particular exports, they could hardly
hope to win in a contest at the game with a country which
can, if necessary, draw for the purpose upon the entire
produce of all the industry conducted within its borders.
Their one card would be to boycott the planners ; and all
who could afford to dispense with the goods that the
planners had to sell would not hesitate to play it.

Tt is, therefore, a condition of national planning in an
unplanned world of which the planners are not econorni-
cally independent that this power of subsidising particular
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exports should be kept within lmits, To say precisely where
those limits lie is by no means easy ; a3 may be seen from
the extreme difficulty which has attended the efforts already
made to define the practice of dumping, as conducted by
merchants in unplanned economies, with sufficient accuracy
to enable formal protest to be made against it, and a defence
put up for the introduction of measures of retaliation.
Perbaps we cannot go further than to caution the planners
that they must not dump more heavily, more widely or
more blatantly, than do their fellow traders in the up-
planned world. And if they are wise, they will realise further
that their very possession of superior power in this respect
makes their every action suspect ; and they will, according-
ly, keep well on the safe side of the line set by the practice
of their neighbours,! ' :

Enough has now, perhaps, been said to indicate the bare
minimum conditions for successful economic planning on a
pational scale. Throughout this book it has been apparent
that it is human will, more often than natural or technical
difficulty, which presents the obstacle to their fulfilment.
It is for the reader to judge whether in this lies cause for re-
Jjoicing or despair.

1 In this connection the recurrent outbreaks sbout the sale in foreign
markewx of Russian timber, at prices said to be unfeir on the ground
that the wood is the product of convict labour, are significant. In view
of the extreme arbitrariness of the Russian method of pricing anything,
there iy really no reason to suppose that timber uced by convict
labour at exceptionally low raten of pay (supposing the facts to be as
stated) is being offered on foreign markets at a price less consonant
with its cost of production than, say, butter made from the milk of
collectivised cows by free and independent workers who live on their
wages or on their share in the produce of a collective, But the outery
raised about the timber illustrates with equal foroe (1) the failure of
the public to understand the principles of the Russian planned economy,
according to which the timber is no worse than anything else, and (z2)
the wroma of suspicion that gathers round everything Russian.

THE END
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