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PREFACE

HE eight studies included in this volume have all been
e-written—most of them extensively re-written—for re-
bublication. THE RISE OoF THE LABOUR MOVEMENT first
appeared in a collective volume, Great Events in History,
edited by Mr. G. R. S. Taylor. THE EVOLUTION OF
LABoUR PoLiTics has not been previously published in
English, but incorporates material published in Germany as
an introduction to Egon Wertheimer’s Portrait of the
l.abour Party. THE EVOLUTION OF JOINT STOCK ENTER-
BRISE first appeared in Studies in Capital and Investment, a
collective volume of studies issued by the New Fabian .
Research Bureau. MARXISM IN THE MODERN WORLD is
rased on my chapter in a volume, Marxism, edited by Mr.
N. A. Holdaway. THE CRisis IN EUROPEAN SOCIALISM
ncorporates an essay published in the United States, but
10t in Great Britain; but most of it is new. CAN CAPITA-
JAsM SURVIVE? is a revised version of a chapter originally
yublished in the Fabian Society volume, What is Ahead of
Js? THE FUTURE OF SOCIALISM is based on an essay
ublished in French, in L’Esprit International, but has not
een previously published in English. Finally, TOWARDS
yOCIALISM is adapted from an article originally contributed
o0 The Adelphi.

8. H C,
Oxford, 1938.
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1
THE RISE OF THE LABOUR MOVEMENT

THIS essay is a discussion of the rise and significance of
the Labour movement both in Great Britain and as an
international manifestation of the developing capitalist
system. For the Labour movement, as it exists to-day in

every country which has advanced any measurable distance
s A e i sl frndlustrialicey fv essentiall 2

product of the capitalist machine age. There were Trade
Unions and strikes long before the advent of the modern
system of power production ; and it is easy to trace back the
beginnings of working-class consciousness to a period before
that of the great inventions which revolutionised both the
productive processes of industry and the functions of the
workers within the productive system. But the Trade
Unions and other working-class organisations which existed
‘before the beginning of the nineteenth century, or at any
rate before the closing decades of the eighteenth century,
even in Great Britain, can hardly be said to have formed
parts of any concerted movement, or indeed to have been
in any real sense representative of the working class. These
earlier outbursts of industrial discontent were either sheer
~ hunger movements, such as the bread riots which were

common in many parts of eighteenth-century England, or
~arose out of the specific grievances of bodies of workmen,
for the most part skilled artisans or craft workers in par-
ticular trades such as the woollen indusiry under the
~domestic system or the smfaller urban bandicrafts of the
eighteenth-cehtury towns.

The workmen who took part in these movements were for-.
the most part barely conscious of their grievances as forming
pait of any general social movement extending to an entire
economic class, They had particular troubles of their
own, for which they sought appropriate remedies by the
organisation of strikes, or by appeals, usually unsuccessful,

9



10 SOCIALISM IN EVOLUTION

for help from the State or theexisting law. There were indeed
cases, even then, in which the workmen of one trade helped
those of another, and certain crafts, above all the wool-
combers, had formed organisations on a far more than local
basis; and it is possible that, if our knowledge of these
earlierindustrial movements were fuller than it is, many more
instances of collaboration over a wider field would come to
light. But there is, at any rate so far, no evidence at all that
behind these occasional uprisings of the eighteenth-century
wage-earners there was anything in the nature of a philo-
sophy or a common policy directed to any change in class
relationships or in the constitution of the State, '
1t is natural to look to Great Britain for the first signs of a
working-class movement in a more developed sense; for in
Great Britain machine production developed earlier than in
any other country, and was moreover superimposed upon a
capitalist system already well developed in the sphere of
commerce and in the more commercialised branches of pro-
duction, such as the woollen, industry. Even before the
introduction of power-driven machinery on any consider-
able scale, the woollen industry, at any rate in the West of
England, and to a certain extent in Yorkshire also, was
already organised on a capitalist basis; and beth coal-
mining and the more important branches of the metal
industry had for technical reasons to be developed at an
“early stage on capitalistic lines. There was already a quite
clearly marked proletariat in Great Britain well before what
is called the Industrial Revolution of the second half of the
eighteenth century. But it needed power-driven machinery
and a wide extension of the factory system to give the various
sections of the proletariat any consciousness of a community
of purpose or any possibility of combined orfanisation.
Nor was this all that was needed. Indeed, when we look
back in search of the origin of the Labour movement as a
conscious force aiming at a change in the social and
economic system, we find the clearest beginnings not among
the older proletariat of the woollen industry or the coal
mines, nor among the operatives of the mewer cotton
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factories in the North, but rather among groups of skilled .
artisans, whose work had been little affected by the coming

_ of machinery and who continued to ply their crafts in much
the same way as they had done for centuries before. It was
this upper stratum of the workers, rather than the general
mass of discontented and ill-paid miners and factory opera-
tives, that first gave clear indications of an attempt to for-
mulate’a new outlook and policy based on some conception
of working-class solidarity. The first definitely political
society of working men of which we have knowledge was
the London Corresponding Society, formed in the years -
immediately after the French Revolution by the Scottish
shoemaker, Thomas Hardy, and a little group of Radicals
who were mostly skilled artisans ; and there is no doubt that
the impetus which led to the formation of this society was
much more political than economic,

Indeed, the London Corresponding Society began its
career with the object of organising the skilled workers in
support of middle- and upper-class movements for political
reform rather than of formulating any specific body of
working-class demands., Its members had been stirred by
the events of the French Revolution into a demand for a
fully democratic political constitution, based on aduit or at
least ‘'manhood suffrage, and embodying the French
principles of * Liberty, Equality and Fraternity.” They
were confronted with a British Constitution which, so far
from becoming more democratic, had been made more and
more "oligarchical since the * Glorious Revolution” of
1688. For the shifting of population in the course of the
eighteenth century, and the development of new towns
founded upon industry and commerce, had been unaccom-
panied by any change in the basis of political representation;
and in consequence by 1789 the British Parliament had
become much less representative of the truly dominant
forces in British economic life than it had been a century
before. The existence side by side of rotten boroughs,
whose members represented in effect nobody but their
owners, and of large unenfranchised towns and industrial
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areas served continually to emphasise the oligarchical and
unrepresentative character of the British Constitution—
the more so because the institutions of local government
were for the most part even rotftener than the Parliament,
and afforded no outlet for the desire to manage their own
concerns which was growing rapidly both among the

increasing middle classes and among the upper stratum of
the working artisans. The London Corresponding Society

stood, at its origin, for the aspiration of the skilled artisans

to play a distinct and recognised part in the movement for
political reform, in which they had been previously no more
than an unrecognised adjunct to the middle- and upper-

class reformers, They were not aiming at the creation of
a separate movement, but only at the recognition of their

distinct rights within a common development of which they

were still content to leave the leadership in other hands.-
They needed their own society, not so much for the purpose

of expressing different opinions from their * betters ”” in the
Radical movement, as because the established Reform

Societies exacted higher contributions than workmen could

afford, and were in the habit of meeting under conditions

which did not suit either the purses or the manners of the

artisan class. Radical dining clubs were of no use to work-

men, who could not afford a subscription of a guinea or

more a year. They wanted to meet in public-houses or

coffee-houses, to drink beer or coffee rather than wine, and

to pay a penny or so a week, as they were accustomed to

do in the Trade Clubs and Friendly Societies to which hearly

all of them already belonged. _

But the London Corresponding Society and the smaller
bodies which speedily arose in Manchester, Norwich,
Leeds, Glasgow, Newcastle, and indeed in every consider-
able town in the country, could not organise themselves
on a working-class basis without beginning also to
tpink with some degree of consciousness about their posi-
tionasa class, or without attempting to make articulate the
grievances and miseries of the larger proletariat which was
far beneath them in income and education, Consisting of
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skilled artisans, for the most part able to read and write
and possessing a fair degree of education, often picked up
through Dissenting agencies, and a tolerable standard of
living, the members of the Corresponding Societies saw in
the mass of far worse paid and educated labourers in the
mining and factory areas both their natural allies in the
struggle for recognition and a body of fellow-workers on
whose 'behalf they were morally bound to make a stand.
Consequently we find them speedily broadening their
appeals, and adding to their purely political demands, for.
the sake of which their societies had come into being,
economic claims on behalf of the wider working class of
which they felt themselves the natural leaders.

This movement of the seventeen-nineties, which can pro-
perly be regarded as the real beginning of conscious work-
ing-class organisation in Great Britain, was crushed before
it had been allowed time to produce any permanent results.
The ruling classes, under the infiuence of the panic which
had been created in their minds by the successive phases of
the Revolution in France, turned and rent every movement
that seemed to threaten the established institutions of the
British oligarchy, and were thoroughly determined to
crush any incipient sign of radical organisation among the
industrial workers—above all among the real * proletarians™
who were now beginning to be concentrated in large masses
in the new factory and mining areas.’ As potential foment-
ers of a, general working-class revolt, the leaders of the
Londdn Corresponding Soc:ety and most of the men who
occupied similar positions in the provincial and Scottish
Societies were brought before the courts in the treason trials
of 1793 and the following years; and, though Thomas
Hardy and his immediate associdtes were fortunate enough
to be acquitted in the famous London treason trials of 1794,
most of the leaders in other parts of the country were less
lucky in their jury, and the movement was for the most part
effectively broken up by Pitt’s repressive measures. What
agitation survived at all was driven underground, to attempt
vainly to associate itself with the revolutionary movement
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of the United Irishmen, to exert—possibly, but by no means
certainly—some influence on the naval mutinies at the Nore
and Spithead in 1797, and thereafter to be laid to rest until
it was able to revive in a new form. This, however, was
possible only when the fear of Jacobinism had died down,
and when the long war had begun to stir up forces of-unrest
too strong to be totally repressed by Government persecu-
tion. The Corresponding Societies were suppressed by name
in 1799, and in the same year the first of the two general

, Combination Acts expressly prohibited all forms of Trade
Union activity, and provided new summary methods of
gaoling those who still ventured to combine, even for
purely economic objects.

The Combination Acts, which remained in force from
1799 to 1824, while they were ostensibly directed against
working-class combination in the industrial field, were un-
doubtedly inspired more by political than by economic
‘motives, They formed in effect part of the code of repres-
sive legislation enacted under Pitt’s influence in the Iast
years of the eighteenth century. This conclusion is borne
out by their actual administration. For it is abundantly
evident, both from the records of prosecutions which have
come down to us, and from the Home Office papers now
available in the Record Office, that the steps taken against
working-class combinations in the years after 1799 were far
more often due to the instigation of the Government, or
of county magistrates not directly connected with industry
or commerce, than to the main body of industrial employers.
Trade Unions, totally repressed at law, continued in fact to
exist, and even to negotiate openly with employers and
associations of employers, and usually no step was taken to
put them down unless they were regarded as politically
dangerous. Thus, the skilled artisans in the older urban
crafts were for the most part left unmolested, and only on
rare occasions did a particular body of employers, exasper-
ated by a strike or resenting the claims made by the small
trade clubs of the highly skilled craftsmen, invoke the aid
of the law to put down combination among their employees.
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On the other hand, in the mining and factory areas every
attempt to form working-class combinations was promptly
repressed as soon as it was brought to the notice of the county
magistrates, and the Home Office was constantly sending
letters and circulars to the magistrates inciting them to
vigilance in the suppression of working-class organisations.
Moreover, in these areas there developed the notorious spy
system, of which Mr. and Mrs. Hammond have given a
graphic account in their chapter on the * Adventures of
Oliver the Spy.””* It was impossible in Lancashire or in
the principal coalfields for any body of workmen to hold
together in a Trade Union for any length of time without
having in their midst someone who reported their proceed-
ings regularly to the magistrates—often with fantastic
exaggerations of what was actually being done. The
activities of the spies and the severity of the repression
differed, indeed, from time to time, according to the com-
plexion of the Government and the state of mind of the
upper classes. It was notably relaxed after Pitt’s death,
under the Ministry of All the Talents, and in the years after
1806 there was a considerable growth of working-class
organisations, But when the Napoleonic Wars were over,
and the widespread unemployment and distress which
followed the collapse of war prices and war demand had
created a movement of unrest throughout the industrial
areas, the repression was promptly resumed with all the
vigour of twenty years before.

There was, however, by this time a difference. In the
seventeen-nineties the leaders of the Corresponding
Societies had attempted to constitute themselves the spokes-
men of the general mass of the working class, but there had
been very little articulate response. The so-called * mob ”
of the years immediately after the Industrial Revolution
was an anti-Jacobin and not a revolutionary mob. Itburned
down the house of Dr. Priestley, the Radiczl, and of other
Dissenters and sympathisers with the French Revolution,

\ The Skilled Labourer, by J. L. and Barbara Hammond
{Chapter XII).
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and not the strongholds of the established oligarchy.
It was still the same mob that had followed Lord George
Gordon; and the cry of “No Popery” was much more
effective with it than any appeal to sans-culottism. But by
1815 the situation had radically changed. The Industrial
Revolution had advanced much further, and high war-time
prices and periodical unemployment due to the interrup-
tions of trade by war and blockade had taught the growing
masses of workers in the mines and factories a lesson in
solidarity. Even after 1815 leadership had still to come
for the most part from the skilled artisans; but these now
found a mass following among the.general body of industrial
workers, and leaders were already beginning to spring up in
the new machine industries, which had by this time been in
existence long enough to create new groups of skilled
workers for the operating and tending of the new machines.

Against this wider mass movement repression could not
be directed with anything like the same effect as against the
more inchoate movements of the seventeen-nineties.
Leaders could be, and were, put in prison in large numbers.
Particular organisations could be broken up; there could
be massacres such as the famous Peterlooc Massacre of
1819, when a great orderly reform demonstration was
brutally broken up at the orders of the Government. But
it was impossible for the post-war movement, however
much it might be repressed, to be crushed out of existence:
it was too strong and too widespread for that, and there
was no longer the cry of Anti-Jacobinism to rally the
frightened middle classes behind the repressive tactics of the
oligarchs.

Indeed, the middle classes were themselves in a condition
of great and growing discontent. Now that the war was
over and the French menace finally removed, the manu-
facturers, traders and professional men of the rapidly
developing industrial towns were demanding with ever-
growing insistence a radical reform of the British Constitu-
tion. They wanted the rotten parliamentary boroughs
swept away, the oligarchical constitutions of the corporate
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boroughs drastically refprmed, the seats in Parliament dis-
tributed so as to give adequate representation to the classes
" which felt that their money bags had enabled the governing

class to carry through the long war to a successful conclu~
- sion. The middle classes wanted, too, a thorough over-
bauling of the system of taxation, and a new régime of
freedom for the development of industry and trade. If
they could persuade the working classes below them to
fight on their side against the oligarchs, they were no longer
prepared to join with the old governing class in the indis-
criminate repression of all forms of working-class organisa-
tion. Manufacturers might be glad to have Trade Unions
kept under for them by Government action ; but there were
some manufacturers who held that the Combination Acts
were more effective in causing than in preventing trouble,
and that they would be quite able to deal with their own
employees without the aid of a repressive law which ad-
mitted of no logical defence. There were, moreover,
Radical manufacturers who recognised that the removal
of the Combination Acts, in giving freedom to the working
classes to unite, would be likely to help towards giving
working-class unrest a political beat, and would thus bring
valuable reinforcement to the agltatlon for parliamentary
reform..

As trade recovered after the war, the great movements of
unrest which had marked the years immediately after 1815
died down; and it was in the lull which accompanied the
revival of economic prosperity that the Combination Laws,
largely through the artful manipulations of Francis Place,
the famous ‘' Radical tailor, of Charing Cross,” were success-
fully repealed. Place and those who acted with him had
argued that the removal of the prohibition on Trade Unions,
so far from leading to an increase in working-class industrial
unrest, would speedily enable the workers to master for
themselves the inexorable laws of political economy and to
realise that their wages were determined for them by these
laws and could not be successfully raised by forming great
combinations of trades, or by resorting to strike action over



18 SOCIALISM IN EVOLUTION

a wide field.  For Place and a secyion of the working-class
Radicals who had absorbed completely the Benthamite
doctrines believed in the “laws” of orthodox political
economy quite as fanatically as the manufacturers
themselves. They did not believe that Trade Societies
. would vanish aitogether if the workers were given the
freedom to combine. But they did believe that the ambi-
tious projects for a “ General Union of All Trades,” then
being actively discussed, would be given up, and that the
Trade Clubs of the separate crafts would confine their
efforts to negotiating purely local and sectional agreements,
to protecting the system of apprenticeship, and to other
secondary activities which would involve no challenge to
the developing system of capitalist enterprise.

The actual sequel, however, to the repeal of the Combina~
tion Acts in 1824 was an immense outburst of Trade Union
activity, accompanied by widespread strikes in many
trades. Alarmed at these manifestations of unrest, the
Government attempted in the following year to reimpose
in part the abandoned prohibitions, and Place’s law of
1824 was replaced by a much less liberal measure, But it
was felt to be impossible to go back to the absolute prohibi-
tion which had been abandoned in 1824; and under the
Act of 1825 Trade Unions were permitted to exist, although
their activities continued to be hedged about with so many
restrictions that, if the law had been strictly carried out, it
would have been practically impossible for any strike to
take place without involving its organisers, and even all those
 who took part in it, in severe legal penalties. Nevertheless,
the fact that the absolute prohibition of combinations had
been abandoned proved in the event more important
than the precise text of the Act of 1825; and repression
was never resumed with anything like the old intensity
—though, as we shall see, there were still to be many
occasions on which the Trade Union movement fell seri-
ously foul of the law, and many of those who attempted to
play a leading réle in working-class organisation were still

to pay the legal penalty of their proselytising zeal, Perhaps
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it was felt in the excitements of the years between 1825 and
the Reform Act of 1832 to be too dangerous to launch fresh
attacks on the industrial movement; more probably it was
no longer possible, in face of the divisions in the country
upon the issue of reform, for the Government to rely on the
solid support of the magistracy in suppressing working-
class movements. At all events, from 1824 the Trade
Union movement in Great Britain began to grow at an
unprecedented pace, and societies which had hitherto been
carried on mainly in secret—often under the guise of
Friendly Societies—came out into the open. The oldest
Trade Unions which exist to-day almost all date from the
years immediately following the repeal of the Combination
Acts in 1824. Many of them may be in fact substantially
older, but not until the Combination Acts had been repealed
did they dare to produce written constitutions or to publish
documents recording their activities.

Meanwhile in the political field the working classes
were playing an important part in the great agitation which
led up to the Reform Act of 1832,  But in this movement it
was difficult for them to take an independent line of their
own, Inevitably, they appeared in the movement as the
allies, and to a certain extent the subordinates, of the more
articulate middle-class reformers, who alone were in a
position to get their views expressed in the unreformed
House of Commons, If reform could be achieved at all
without violent revolution, it would have to be carried
through with the aid of one of the two great traditional
parties; and the Whigs, so long excluded from office, save
for very brief participation in the coalition Government of
1806, were obviously cast for the part of reformers. The
Whig party was, indeed, hardly less oligarchical in com-
plexion than the Tories, and to the extent to which 1t
sympathised with the cause of reform this was not because
its leaders had any belief in democracy, but rather because
they thought they saw their way to constitute themselves
the aristocratic leaders of the rising class of manufacturers
and professional men. The Whig ideal of a reformed
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forking-clas

Parliament was that of a Parliament still to be co thamit
undoubted gentlemen; but in future the gcfzntlamefet1 .
. . . x politici
sit there with the aid of the votes of non-gentlem facture
influence, based on the new wealth, had become uS etic
to be ignored. The middle-class reformers, therch’} . ocn it
the ear of the Whigs, and were able gradually to Hg};ve b
them to commit themselves to a2 measure of refonE e”artr;“
enough to sweep away the rotten boroughs and to in§3 I
a thorough-going middle-class franchise, But the mi at t
- class reformers had assuredly no intention of deman(}\
- enfranchisement for their own allies in the struggle. TH t
were quite prepared to use the workers as a stick to beat tE |

old régime ; but they were as set against the * rights of man
and the “ demagogic ” demand for universal suffrage a
" the most diehard Tories. !
The workers, then, found themselves in the position of
having either to abandon all hope of parliamentary reform
by constitutional means or to support the demands of the
middle-class reformers, in the hope that the break-up of
the old oligarchic system would be the first step towards
their own enfranchisement and the ultimate advent of
fuller political democracy. Most of the working-class
lcaders, headed by Cobbett, who yiclded to none in his
hatred both of the Whigs and of the middle-class reformers '
“accepted this policy as inevitable. But there was alread;r
a section among the workers which saw the new employing
and trading classes as even more its enemies than the old
aristocracy; and this section found a leader in the famous
* Orator ” Hunt, and organised itself in a body which
after several changes of name, came to be best known as tht:.
National Union of the Working Classes. Even this extreme
section did not oppose the Reform Bill; but it devoted itself
to the task of pressing continually the working-class demand
for adult suffrage and complete political democracy. There
was never the faintest chance that it could succeed ; but the
National Union of the Working Classes is nevertheless of
very real importance in the development of working-class
consciousness and of the working-class movement.

It was
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in effect the direct ancestor of Chartism—of that great move-
ment of working-class political revolt which followed upon
the triumph of the Whigs and the middle classes.in 1832,
Although the failure of the working classes to secure
enfranchisement under the Reform Act of 1832 had been
throughout inevitable, the conclusion of the struggle in the
creation of an essentially middle-class electorate which left
the working-class allies of the middle-class reformers vote-
less as before, and confronted them thereafter with the
" political as well as the economic power of their employers,
produced a great revulsion of feeling in the working-class
world. Throughout the reform struggle Trade Unjonism
had continued to grow, and it had, been taking on, largely
under the influence of one man’s ideas, an essentially new
character. No one man can be acclaimed as the originator
of modern Socialism, which arose simultaneously in the
minds of a number of thinkers, as the outcome of the
economic conditions created by the rise of the capitalist

system. Socialism was born as a movement perbaps first .

of all in France, in the writings of Fourier and Saint Simon,
and it was also adumbrated in France in the Conspiration
des Egaux of Gracchus Babeuf in the years immediately
following the Revolution of 1789, But Robert Owen can
be reasonably claimed both as the founder of British
Socialism and as tpe first man who definitely based his

socialistic ideas and projects upon the new industrialism. .

It was under Owen’s auspices that in the two years follow-
ing the Reform Act of 1832 the Trade Union movement in
Great Britain flared up into sudden revolutionary life, and
the English working class acquired at least the rudiments of
a Socialist philosophy to give meaning and coherence to the
varied manifestations of working-class unrest.

Robert Owen, the leader of the great British Trade Union
uprising of-the early thirties, became famous at first as a
successful manufacturer, ahead of his rivals not only in
applying the new technique of machine production in the
cotton industry, but also in realising that business success
was fully compatible with fair treatment and a tolerable
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standard of wages for his employees. The great cotton
mills at New Lanark, which Owen took over from his father-
in-law, David Dale, became a place of pilgrimage in the
early years of the nineteenth century for all those who were
anxious to study both the new industrialism at its most
efficient, and the most advanced experiment in good living
conditions and large educational opportunities for the
employed workers and their children. At this stage there
seemed to be nothing revolutionary about Owen’s outlook;
and despite his unorthodox views on religion and the
** formation of character,” he was in good odoyr with those
in authority, the more so because he was a strong critic of
all who believed in the efficacy of parliamentary reform as a
means of amending the lot of the people. It was only in
the years of severe unemployment and distress which
followed the peace of 1815 that Owen appeared in a new
guise, strongly urging upon the Government the need for
adequate provision for setting the unemployed to work, and
pleading for the establishment of co-operative communities.
largely on the model of his own factory at New Lanark, as
the best means of restoring the economic life of the country
At first Owen pressed these schemes upon the Governme

and upon the rich, and made no direct appeal for w0rkin&
class support. Indeed, he was strongly criticised by th
parliamentary reformers, who regardgd him as a philan-
thropic but none the less dangerous adherent of reaction.
But Owen's ideas, decisively rejected by the governing
classes, began in the eighteen-twenties to mect with a wide
response among working-class people. He was insistent
that the evils of the new industrial society were traceable
above all to the competitive principle upon which it was
based, and that, if men were to set out, instead of com.
peting one with another, to make collectively the best use
of the great new productive resources which were at their
disposal, it would be possible to ensure a high standard of
living for all.  He envisaged a reorganisation of the entire
cconomic system on a basis which would eliminate
the motive of private profit, and substitute co-operative



THE RISE OF THE LABOUR MOVEMENT 23

“organisation in self-governing industrial and agricultural
communities for the system of employment by capitalist
masters. At first he himself thought of these communities
as requiring leadership from above; for he believed that the
qualities necessary for democratic self-government within
them could be developed only gradually by new methods .
of education, designed to emancipate men from traditional
beliefsand to give them a common equipment of ideas based
on the conception of human fellowship and co-operation.

But when the workers took over Owen’s ideas, they modi-
fied them to suit their own purposes, and in the growing
Trade Union movement Owenism found a ready response.
For the developing capitalist system was repugnant both to
the older types of artisans, whose independence was being
undermined by the growth of large-scale production and
employment, and to the operatives in the new factories,
who were irked by the hard driving and regular discipline
imposed on them by the machine system. Both sections
turned to Owenism as a way out of their troubles. The
skilled artisans interpreted it as a method whereby they
could emancipate themselves from the control of private
employers and take over the conduct of industry through
self-governing producers’ associations of their own, while
the factory workers and miners saw in it the means of
escape from the pestilential atmosphere of the new induystrial
towns into model communities under their own control,
and conducted directly in their interests. In these ** Vil-
lages of Co-operation ” they would again be brought closer
to the land from which they had been driven, and factory
work and agricultural work would be combined into a
balanwed system of co-operative production. Doubtless
the leaders were far more conscious than their followers
of the finer appeal of these Owenite doctrines ; for most of
the followers were merely reacting against conditions which
they found increasingly burdensome, whereas the leaders saw
in the new gospel a hope of obtaining by industrial action
the democratic gains of which they had been disappointed
in the political field.
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Whatever the motives that led the workers to adopt
Owenism as their gospel, there is no doubt that in the years
immediately after the Reform Act of 1832 the new co-
operative Socialism preached by Owen did become the pre-
vailing doctrine among a large mass of the British workers,
or that Trade Unions, inspired by the new gospel, took a
tremendous leap forward, In 1834, at the height of its
influence, the great Owenite Trade Union combination, the
Grand National Consolidated Trades Union, claimed over

_half a million members, and there were said to be as many
more organisedtin other large societies closely associated with
it. A wave of industrial unrest and organisation swept
over the country, and one group of workers after another
eame forward with plans for the complete reconstruction
of the economic system on co-operative lines. The best
known of all these projects was the plan of the great
Builders’ Union for the creation of 2 Grand National Gild
of Builders, based directly upon the Union, and designed to
take over from the private contractors the entire building
industry of the country. In the National Gild there were
to be no employers and no employees, but only a fellowship-
of men working together in a common service, for whiél;
they would receive from the community a just price. Similar”
projects were launched in many other trades, and one Trade -
Union after another set up, side by side with its organisation
for bargaining with the employers, small self-governing
factories and workshops designed to compete with the pro-
ducts of capitalist industry. Owen, through his system of
“ equitable labour exchanges,” endeavoured to provide a
market for the products of the new co-operative concerns
by way of a sort of barter mediated by his new curregey of -
* labour notes.” {There began to be talk, as there had been
in the years immediately after 1815, of a general strike, to be
launched simultaneously by the workers in all trades, and
te end only with the complete supersession of private
capitalism, and the institution of Owenite co-operation
as the basis of a *“ new moral world.”

Less than two years after the passing of the Reform Act
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this great Trade Union movement was already in ruins,
* Grand ” and “* National ” it may have been, but “ Con-
sulidated ” assuredly it nevir was. As fast as the workers
became organised in this or that trade or locality, they were
sure to fall into dispute with their employers, either because
they had urgent grievances for which they conceived that
the “* Trades Union ” would afford immediate remedies,
or because the employers, realising the threat involved in
the growth of the new movement, promptly locked out
those workers who joined it. The Trades Union, therefore,
found itself involved not in a single general strike paralysing
the whole of capitalist industry, but in a series of sporadic
strikes and lockouts occurring here and there, which drained
away all its scanty funds. And then, just as it was coping
with a host of sectional difficulties, the Whig Government
launched its thunderbolt in the prosecution of the Dor-
chester labourers. . A

The famous Dorchester case is now more than a hundred ~
years old, and in 1934 its centenary was celebrated
by the Trade Union movement at the village of Tolpuddle
in Dorset, from which its victims came. George Loveless
and his fellow-labourers at Dorchester committed no other
crime than the forflation of an agricultural labourers’
society, which was to form part of Owen’s Grand National
Consolidated Trades Union. But, as was usual in those
days, they included in the regulations of their Union certain
provisions, largely borrowed from the Freemasons, for
ceremonies on admittance, and for the administration of
oaths of loyalty to the Union. It was upon this part of
their proceedings that the prosecution launched against
them with the support of the Government was based. For
there was upon the Statute Book an Act passed in the years
of repression following the French Revolution, which laid
down the most severe penalties against the administration

,of “ unlawful caths.” George Loveless and the group of

Methodist workers who had acted with him were arrested,
tried and sentenced to transportation for the crime of
administeringsuch oathstothenovitiates of their unoffending
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little society. At once it became evident that the entire
structure of the Trade Union movement was under threat
of legal demolition, Owen and the leaders of the move-
ment promptly ordered all branches and societies to abolish
all offending ceremonies of initiation. They organised a
great series of protests against the Dorchester sentences;
but the Government stood firm, and the unfortunate
Dorchester victims were duly transported to Botany Bay.

It is impossible to say how much the coilapse of the Grand
National Consolidated Trades Union was due to the Dor-
chester case, and how much to the sheer magnitude of the
difficulties which inevitably confronted it. It could hardly
have succeeded, even in the absence of legal proscription, in
bringing order into the chaotic movement of working-class

. protest against intolerable living® conditions; for Trade
Unions had to grow up gradually, and could not be created
all of a sudden and welded together in a few months into
a body capable of standing any serious strain. But, as
matters stood, the Dorchester case administered the coup
de grace. Owen, recognising the inevitable, took steps to

~ wind up the entire great organisation that he had called into

" being only a year before; and thereafter he personally
played no active part in the history of Trade Unionism,
though he continued for many years his advocacy of co-
operative organisation, and working-class movements owed
much thereafter to his followers.

Above all, many of the essentials of Robert Owen’s
doctrine were taken over and made the foundation of the
Consumers’ Co-operative Movement which entered on its
successful development in the ’forties. For though modern
Consumefs’ Co-operation has departed at many points
from th_e ideas of the earlier Co-operative movement which
arose side by side with the Trade Union movement in the
years of Owen’s greatest influence, Co-operation rightly
]ook_s back to him as its real founder; and the Rochdale
Equitable Pioneers, who in 1844 put Consumers’ Co-opera-

ton on a new basis at their famous store in Toad Lane,
‘ were ardent Owenites o a man.



THE RISE OF THE LABOUR MOVEMENT 27

The defeat of the great Owenite Trades Union did not
mean the entire collapse of the Trade Union movement,
for by this time Trade Unions in many industries had
struck roots too deep to be pulled up, even in the most
crushing defeat. The Grand National Consolidated Trades
Union fell asunder, but many of the societies out of which
it had.been built remained, and after a temporary set-back
began again to grow in strength and confidence. The con-
tinuous history of the British Trade Union movement
goes back to the years when Owenism-helped to provide its
initial driving force. There has been since then no break
in the continuity of organisation, though there was, after
the defeat of 1834, a marked change of tone and temper.
The first socialistic phase of Trade Unionism was over; and
through the middle decades of the nineteenth century the
Unions contented themselves for the most part with collec-
tive bargaining in the industrial field, without attempting
any direct challenge to the capitalist system. But before
Trade Unionism entered on this second phase, the working
classes had again tried their hands at political organisation
as a means of amending their lot.

The rise of the Chartist movement followed almost
immediately upon the collapse of the Grand National
Consolidated Trades Union. Two years after that collapse
William Lovett and his friends were busy forming the
London Working Men’s Association. Most of them had
been keen political reformers before 1832, and then ardent
Owenites; and now that their hopes of a speedy change in
society through Trade Union action had evaporated, they
turned back to political agitation. Undoubtedly Lovett
and his friends, when they drew up the Charter and began
to create a movement for its advocacy, expected the path to
political reform to be long and difficult. They-were not
looking for the immediate millennial results which Owenism
had promised. They conceived themselves rather as the
leaders of an educational crusade, which would gradually
permeate the working classes and gradually create the con-
ditions necessary for the extension of the franchise and the

[
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reform of Parliament as a means to the remedying of
economic grievances. They, like the leaders of the London
Corresponding Society, were mostly skilled artisans, edu-
cated and relatively well paid. Unlike the half-starved’
factory workers in the North, they could afford to take long
views, and to think in terms of a protracted campaign of
political education. When they drew up the People’s
Charter, they had no conception of the character or im-
mediacy of the struggle of whlch it was to become the
symboal.

But the course of events specdlly went far beyond the
anticipations of the London Chartists, and forced Chartism
into an immediate battle in which it had really no hope of
success. Above all, this was due to the passing of the Poor
Law Amendment Act of 1834, or rather to the steps taken
from 1836 onwards to bring the new Poor Law into actual
operation in the industrial districts, Up to 1834 the un-
reformed Poor Law had been based in the agricultural areas
upon what is called the * Speenhamland * system, under
which a bare subsistence income was assured to the agri-
cultural worker by subsidies out of the rates. This system
had never existed in anything like the same form in tﬂ'
industrial areas; but it had been the practice in time
economic distress to pay outdoor relief to unemployed
workers on a scale which just sufficed to keep them alive.
The purpose of the Poor Law Amendment Act was to
destroy both these systems of relicf—to sweep away the
entire system of subsidies in aid of wages in the agricultural
areas, and in the industrial districts to refuse, wherever
possible, outdoor relief to able-bodied persons, and subject
them instead to the workhouse test. The guiding princip'zs
of the new Poor Law were those of “ deterrence ” and ** less
eligibility.” The lot of the recipients of relief was to be
made deliberately worse than that of the lowest paid
workers in employment, in order to deter men from living
on doles—on the assumption that they could get work if
they really tried, and if they did not attempt to stand out
for excessive wages. The Act embodying these princip!es!
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was passed in 1834; but it was not until two or three years
later that the Commissioners appointed to supervise its
execution began seriously to apply it in the industrial North.
" Before this the new Poor Law had been applied in most
of the agricultural districts, but the agricultural workers
were too weak and unorganised to be able to offer any
effective resistance ; and they had moreover been thoroughly
crushed in what Mr. and Mrs. Hammond have appropri-
ately called the ** Last Labourers’ Revolt ”” of 1830. It was
only when the new Commissioners turned to the task of
introducing the amended Poor Law into the factory areas
that the real trouble began. At once there flared up in the
North of England and in South Wales a great instinctive
movement of protest against the withdrawal of the old
privileges of outdoor relief; and the unrest was the more
serious and widespread because the introduction of the
“reform ” coincided with a period of acute economic
distress. There were huge mass meetings and some rioting;
and the Chartists leaders, the one articulate group which
existed to express the grievances of the working class, had
no alternative to placing themselves at the head of this mass
movement, and endeavouring to capture it for the Chartist
cause. Lovett and the London Working Men's Associa-
tion were swept aside from the leadership of the movement,
and louder-voiced and more revolutionary leaders such as
Feargus O'Connor and the Dissenting minister, Joseph
Rayner Stephens, took their place.

The demands of the Chartists were, on the face of the
matter, purely political. The Charter was in form no
more than a revival and restatement of the old Radical
case for manhood suffrage, annual Parliaments, equal
electoral districts, payment of members, the ballot and no
property qualification for members of Parliament. The
Chartist orators urged that it was useless to look for the
redress of economic grievancesfroma Parliament dominated
by capitalists, and that only a thoroughly democratised
political system would ever give the worker his economic
rights. But although the form of the movement was
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- exclusively political, its mass content was almost entirely
economic. Chartism as a mass movement owed its strength
to economic distress, to the intolerably low wages of the
employed workers, to the prevalence of unemployment,
coupled with the refusal of outdoor relief, and, last but not
least, to the batred which a large mass of the workers felt
for the horribly inhumane conditions under which, both at
work and at home, they were compelled to pass their lives
in the new industrial towns, No one can read the speeches
of the Chartist leaders or the columns of Feargus
O’Connor’s Northern Star, which became the principal
organ of the movement, without realising that Chartism
had this essentially economic foundation,

But the Chartists, for all their success in rallying the
working classes behind them, were beating their heads
against a brick wall. It was impossible for the working
classes alone, at that stage of economic evolution, either to
make a successful revolt by physical force or to exact,
further reforms from the already reformed Parliament by .
constitutional means. The new governing class of Great
Britain, based on the new powers of production, was far
too firmly seated, and far too conscious of its own strength
and of the enormous opportunities that were opening up
before it, to consent to give up its authority or to share its
new-found power with the class below it. There was a long
process of capitalist development to be gone through before
the working-class movement could possibly become ripe
for the exercise of political power. For, as Marx said, no
system is ever superseded until it has developed its full‘|
potentialities and become, instead of a means of advancing
the exploitation of the resources of production, a fetter
upon their further development. The Great Britain of the.
eighteen-thirties was a country still in the early stages of
modern machine production. The new power of the
machines had been applied only to a few industries, and
even there incompletely. It was only beginning to be
applied to transport by either land or sea. There was
enormous scope for further improvement in the methodsof
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production by an extension of the use of the new powers;
and Great Britain, far ahead of any other country in the
technique of machine industry, was still only at the outset
of her triumphant conquest of the markets of the world.

In these circumstances, what chance had the working
class of successfully defying the might of the old and new
governing classes combined ? The old governing class had
accepted the verdict of 1832, and could be relied upon to
unite firmly with the new class with which it now shared
political power. Against this union of forces the workers,
though many, were but a feeble band, lacking both leader-
ship and coherence, and doomed to defeat above all else
because there was not in the dominant class that sense of
failure which is everywhere and always the necessary pre-
requisite of successful social revolution.

Chartism was bound to fail; no skill of manceuvre, no
unity of direction or strength of purpose, could have saved
it. For this reason it is unprofitable to spend time in trying
to trace the causes of failure in the particular defects of
ieadership and organisation which the movement un-
doubtedly displayed. The Chartist leaders at each critical
moment—in 1839, in 1842 and in 1848—fell out among
themselves, The * physical-force men* and the * moral-
force men * argued endlessly about the right method of
working for success. Some said that nothing could be
done except by violent revolution, while others repudiated
violence utterly, and maintained an unqualified adherence
to the methods of constitutional agitation. Both sides were
right and both were wrong. Each was right in saying that
the other’s method was certain to fail, each wrong in main-
taining that its own method had any chance of success.
Chartism went down to defeat as certainly and irrevocably
as the Owenite Trade Union movement of 1834. In 1839,
and still more in 1842, it had an undoubted majority of the
workers behind it; but by 1848 repeated failures had cost
it a large part of its support. For the workers, realising that
nothing could come of the Chartist agitation, had already
turned aside to support other methods of action, and were
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settling down to recognise the inevitability of Capitalism
for the time being, and to make the best of the conditions
which the new industrialism imposed upon them.

It has often been said that-the Anti-Corn Law League
killed Chartism. After 1842, when the Chartist movement
reached its highest point in the great strike which spread
over most of the industrial districts, the workers began to
pass over from the cause of political reform to the cause of
Free Trade, in which they could find the builk of the middle
classes on their side. The cry of cheap bread had a power-
ful appeal, despite the efforts of the Chartists to demonstrate,
in accordance with the subsistence theory of wages vouched

‘for by the orthodox economists, that cheap bread would
mean low wages as well. Bright and Cobden, both stout
opponents of factory reform, and the leading spokesmen of
the manufacturers, talked over the workers to a cause which
did at least promise some immediate results. The Anti-
Corn Law League promptly won its battle, not unaided by
the conditions of the Irish Famine. In 1846 Peel broke
with his party, and repealed the Corn Laws, and Great
Britain entered on the period of her Free Trade supremacy.
For the British manufacturer, far ahead of his Continental
rivals in the efficiency of his productive methods, needed nd’
protection for his own wares, and could be only helped in
the conquest of the world’s markets by the availability of
cheap foodstuffs for his workers and cheap raw materials
for his factories.

Chartism flickered on for a decade after its lamentable
fiasco in the Year of Revolutions, 1848. But it had ceased
to be significant. By 1850 the British working-class move-
ment was entering decisively upon a new phase. These
was no further talk of Socialism, save in little gatherings
here and there, where Owenites and surviving Chartists still
made speeches to select audiences of the faithful, The!
Trade Un_i(_ons were settling down to make the most of the|
opportunities provided by the developing industrial system/
fpr the exaction of higher wages and improved living condi-!
tions; and the employers, no longer fearful of Labour as a
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revolutionary force, and more abundantly supplied with
capital out of the rapidly increasing wealth of the middie
and upper classes, were no longer so intent on repressing
every form of working-class activity. Employers here and
there began again to recognise Trade Unions, and to accept
the principle of collective bargaining, though there were stiil
ahead many struggles on this question of recognition, and
it was long before Trade Unionism was well established as
a bargaining force over industry as a whole. Some progress
began to be made in the sphere of industrial legislation.
Already in 1847 the textile workers had won the Ten Hours’
Day under the Factory Act of that year; and the struggle
for the Ten Hours had played its part in diverting the factory
operatives from their demand for the Charter. Co-operation,
too, abandoned its earlier revolutionary aspirations, and
settled down to storekeeping on a basis of mutual trade
within a capitalist environment to which it had ceased to
offerany active or generalchallenge. Co-operative societies,
paying interest on their share capital, and distributing their
surpluses in dividends upon purchases to their customers,
set out not to overthrow Capitalism, but to compete with it.

Politically, working-class organisation for the time almost
ceased to exist. The demand for reform died away, and
realists among the workers incited their followers to pay no
heed to Utopian agitators, but to concentrate all their
efforts on making the best of things as they were. * ‘

Meanwhile, Socialism, which had thus almost died out in

the land of its first blooming, was being developed under
auspices very different from those of Robert Owen, The
Socialist idea, as we have seen, had been born in France as
well as in England, and while Owen was working out his

Socialist theories at New Lanark, the successors of Saint
Simon and Fourier were preaching in France a largely
similar gospel, with the difference that their Socialism was
based on a far less developed industrial system than that of
Great Britain, This French Socialism, therefore, remained
even more definitely Utopian than the Socialism of Owen.
But it became the gospel, in both France and Germany, of
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small groups of working men, as well as of a number of
inteleciuals belonging to the left wing of the various
Coruiinental Radical movements. Above all, there was a
stirring of Socialist thought, largely based on winds of
doctzine blown over from France, in many parts of Ger-
many; aod the young Karl Marx, attracted from his student
dzys to the Radical wing of German Nationalism, was
before long brought into ¢ontact with the doctrines of the
Freach Socizlists.  In the eighteen-forties, while Chartism
was crumbling away in Great Britain, Marx was beginning
to formulate the doctrine of “ Scientific Socialism,’” which
was to become the intellectual gospel of the Continental
Socialist movement. Expelled from Germany, Marx came,
first in Paris and then in London, into close contact with the
exponents of the various Socialist and Anarchist doctrines
which were then prevalent among the advanced revolutiopary
groups; and in 1848, in the Communist Manifesto, he and
his life-long collaborator Friedrich Engels set cut for the
first time a full statement of the new Socialism, and secured
its endorsement by the Communist League, the most
important of the numerous revolutionary organisations
which then existed among the exiled Continental
revolytionaries. :

M#x’s Socialism, as expounded in the Communist
Manifesto,and in all his other writings, differs radically from
the Socialism of Owen and of the French Utopians, as well
as from the anti-capitalist economics of the early Socialist
economists, such as Hodgskin and Thompson, above all
in that it sets out to base its demonstration of the necessity
of Socialism upon a comprehensive philosophy of history.

. Marx does not say that Socizlism is inevitable ; but he does
seek to show that it is the logical sequel to the full develop-
ment of the capitalist method of production, just as Capita-
lism was the logical sequel to the feudal an
which it superseded at the end of the Middle Ages. For
Marx, the entire history of Western civilisation consists
of a succession of class struggles, each arising out of and
corresponding t0 a particular phase in the development of

d gild systems
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the underlying powers of production. The moving power
behind all the great transitions in the history of Western
civilisation is the changing character of man’s command
over the forces of nature. AS men acquire new knowledge
of the use of productive resources and become capable of

- exploiting the powers of production in new ways, they

require for the effective use of their new knowledge changing
forms of economic and social organisation; and these
involve different political systems, different institutions of
property-holding, different relations between men and
things and between mea and men. Marx saw the coming
of Capitalism, from the economic point of view, as a
demonstrable advance upon the system which had preceded
it. Capitalism had triumphed over the institutions of the
Middle Ages because it was better able to use the new and
developing powers of production and to provide for a
progressive increase in the total wealth of society. Serfdom
had ended, and had given place to the system of contractu-
ally free wage labour, just as previously slavery had given
place to serfdom, because the new form of labour was more
efficient and more appropriate to the developing methods
of production than the old. The social restrictions on pro-
perty-holding and on the rights of private business which
were characteristic of the feudal and gild economy had
been broken down because the system of free enterprise
was better calculated to secure the utilisation of the new and
expanding resources of the economic world., Capitalism
had won the battle against medievalism because it was
economically a more advanced stage of social organisation.

But in Marx’s view no form of social organisation can
ever be permanent, because the underlying powers of pro-
duction- are in constant change. For a period extending
over several centuries Capitalism continued to be the most
efficient system possible to mankind. But there was bound
to come a time when the accumulating changes in men’s
command over nature would make Capitalism in its turn,
just as they previously made feudalism and the gild system,
into means not of accelerating but of retarding economic



36 "SOCIALISM IN EVOLUTION

advance. Capitalism was bound to become in its turn a
fetter on the development of the productive powers; and it
would then be due to be broken and to be superseded by an
alternative system more appropriate to the new phase of
men’s command over nature.

The logical inheritor of Capitalism could in Marx’s view
be nothing other than Socialism. For he held tHat, in
the successive phases of economic development under
Capitalism, there was a steady growth in the social and
collective character of the processes of production. Large-
scale industrialism came to stand more and more in need of
collective co-ordination and control. The system of active

. competition and private enterprise gave place increasingly
to various forms of capitalist combination, and the competi-
tion originally carried on between individual manufacturers
came more and moreto be a competition on the grand scale

‘between vast producing groups-—rival nations, rival im-
perialisms in the latest phase of all. The labourer himself
under Capitalisim became more and more socialised—
more and more a mere unit of detailed labour whose
individual product disappeared and became unrecognisable
in what was essentially a collective and co-operative pro-
cess. This disappearance of the individual product of the
labourer and of the labourer’s own productive individuality
was necessarily accompanied by an increasingly collec-
tive outlook on the part of the labourers, who found them-
selves flung together in the developed capitalist system as a
mass of productive power, no less a commodity than the
machines and the raw materials upon which they worked.
The logical outcome of this process was the completion of
the developing socialisation which it involved, by the formal
institution of an explicitly collective system, in which the
whole community, organised as a producing unit, would
collectively determine and execute the entire economic
| process. S_ocialism as a political system would be the
» expression in the political sphere of the achievement of this

fi?mplcted socialisation of the community’s economic
: life,
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But human events, Marx taught, move not of themselves,
but because men make them move. The powers of produc-
tion, regarded apart from the men in whom they are
embodied or who exercise control over them, cannot act.
They can only provide the conditions of action for human
beings. Accordingly, even if the underlying explanation
of the major movements of human history has to be con-
ceived in terms of the changing character of the powers of
production, it is also necessary to conceive it in human

.terms, by discovering through what agencies the economic
and social organisation of the world is adjusted to the
changing needs of the conditions of production. That is
where Marx’s theory of the class strugglecomesin. Capital-
ism, he held, came into being fundamentally because it was
the system best adapted to the exploitation of the powers of
production at a particular. phase of social development.
But it could not have come into being without the activity
of capitalists to promote it and fight for it. The organisa-
tion and agitation of the capitalist class were the means by
which Capitalism as a system became securely established.
Nor could this process be confined to the economic field;
for, if Capitalism was to work successfully in developing
the powers of production, it needed also to control the State
and to secure for itself a system of law and government cor-
responding to the requirements of the economic order. The
appropriate relationships recognised by law had to be those
which the capitalists needed for the successful use of the
resources of production, and the State had to be ready to
act as the guardian of the interests of Capitalism against all
who threatened it or refused to abide by its essential require-
ments. Accordingly, the capitalist class, as the new system
developed, organised more and more intensively and con-
sciously for the capture of the State, ousting or subordinat-
ing the old governing classes, or fusing them with itself to
the extent to which they could fit in with the needs of the
rising society. Marx saw the coming of parliameatary
government and the extension of the franchise to the middle
classes as the crowning phase in this development of the
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capitalist State as the political guardian of the social con-
ditions necessary to the development of Capitalism in the
economic field.

With the advent of Capitalism, or at any rate with its
attainment of full status as the dominant force in both
economic and political affairs, the workers were left as the
one subject class in society. There remained, it is true,
intermediate groups between capitalists and workers—
small masters and independent producers who continued to
follow the traditional technique of small-scale production.
But these, Marx thought, weré being constantly crushed out
and superseded by the further advance of large-scale
industry based upon the machine. They were a dying
group, and not a class capable of playing an active rdle in
historical evolution. Consequently the struggle, which was
previously above all else a struggle between the old feudal
classes and the rising class of capitalists, now turned into a
struggle between the dominant capitalists and the workers,
who were previously able to act only as the subordinate
allies of the capitalists against feudalism. Within the
capitalist system the workers began to struggle for improved
conditions and for a recognition of their human rights.
They began to organise in Trade Unions and in various
forms of political association; and the capitalists, intent
on exploiting to the full the developing resources of produc-
_ tion, were compelled, even against their will, to make

easier the organisation of the subject class because they
needed more and more to group the workers into large
factories and industrial towns, and to subject them to a
common system of regulation and exploitation. These
conditions necessarily made working-class organisation
possible, and gave the workers a growing common con-
sciousness both of their subordinate position and of their
co_llective power. Working-class movements, which began
with the ventilation of sporadic grievances, came at length
—when the Industrial Revolution had carried Capitalism to
a developed stage—to acquire a common policy and to be
grounded upon a common social philosophy—the social
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philosophy which Marx himself was endeavouring to make
articulate and precise.

But, in accordance with the Marxian principle, the
workers, though they may begin their struggle against
Capitalism at a comparatively early stage, cannot hope for
victory until Capitalism has ceased to be the best available
system for exploiting the resources of production, and has
begun to break up owing to its own internal defects. Till
then, the capitalists will be too strong, both economically
and politically, for the workers to Iaunch a successful attack
upon them, But when once what Marx calls the * inherent
contradictions of Capitalism ** begin to make it impossible
for the capitalists effectively to use the growing productive
resources at their command, then the time comes for the
victory of the working class. .

These * contradictions of Capitalism ” Marx sees above
all in its inability, which he predicts, to find markets for the
expanding productivity that is made possible by the advance -
of productive technique ; for he holds that Capitalism, based
upon the exploitation of labour, is under a necessity of
keeping down the costs of production in order to maintain
profits in face of international competition and is therefore
bound in the end to fail to find adequate markets for all the
goods which it is equipped to produce. As long as the
developed capitalist countries can dump their surplus pro-
ducts in the less advanced parts of the world by ruining .
native industries and by a continuous process of investing
their surplus profits overseas, this contradiction between
capitalist producing power and the consuming power which
it is able to distribute to the mass of the people can be
overcome. But as more countries become industrialised,
competition in the less developed parts of the world becomes
more intense. Moreover, the export of capital is constantly
leading to the industrialisation of fresh countries, and thus
raising up fresh competitors against the capitalists in the
already industrialised regions. The competition between
the developed countries to find markets, sources of raw
material and spheres of investment leads, Marx holds, to
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the final, or imperialistic, phase of Capitalism, which is
bound to find expression in wars destined to tear the
‘capitalist system asunder. With the culmination in world
-wars of this imperialistic phase, the moment comes for the
victory of the working class.

But this victory of the workers will be unlike all the pre-

- vious class revolutions of history. For, for the first time,

. the advent of a new class to power will leave below it no

“class still to be exploited. When the workers overthrow
Capitalism and win their way at length to political and
economic power, the entire course of human history will
enter upon a new development, for it can no longer be a
question of the exploitation of one class by another, but
only of the collective development of the resources of pro-
duction by the entire membership of a classless and socially
equalitarian society. There will doubtless be, on the
morrow of the initial working-class victory, a period of
transition'during which the danger of capitalist counter-
revolution will still remain, and the workers will therefore
be compelled to create for the protection of the revolution
a working-class State embodying the dictatorship of the
proletariat as the ruling class. 'But this will be essentially
a transitional phase; for in the new society all classes other
than the proletariat are destined to be merged with the
proletariat, not as a new ruling class—for the very principle
of class implies class distinctions—but as fellow-members of
a society working in common to make the best use of the
resources available to all. At this point, Marx says, * pre-
history ends, and history begins,” implying thereby that
the whole process of historical development will thereupon
cease to obey the laws of class conflict, and begin to proceed
in accordance with a new law of historical evolution which
it is impossible for men at present to predict.

There is much more than this in the Communist Manifesto,
and in the new Socialism which Marx and Engels embodied
in the Manifesto and in their later writings. But my purpose
here is not to give a comprehensive account of Marxism,
but only so much as is necessary to explain the new phase
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upon which the working-class movement entered when it
began to base itself, at any rate in Continental Europe,
upon the Marxian diagnosis. In Great Britain, indeed,
Marxism has never, until quite recent years, had any sub-
stantial following. English Socialism has pursued, as we
shall see, a distinct and individual course of its own. But
the Socialist movements which grew up all over the Con-
tinent of Europe in the second half of the nineteenth century
were in their foundations and doctrines essentially Marxist ;
and this bare outline of the Marxian doctrine is therefore
‘indispensable to an understanding of them. To this
development of Continental working-class movements under
mainly Marxian influences we must now turn our attention.
The popular revolutions of 1848, in which Socialism was
at no point able to play more than a subordinate role, were
crushed out one after another in the next few years, and with
the triumph of the reaction Socialism, which had emerged
for a time into open activity in more than one Continental
country, was again driven underground., Marx, living
chiefly in London, continued his collaboration with Engels,
and issued in a series of pungently polemical. writings his
comments on the successive phases of the European revolu-
tion from Socialist point of view. He began also to work
upon that fuller statement of his new economic doctrines
which he embodied first in an incomplete form in the
Critique of Political Economy, published in 1859, and then
more fully in the first volume of Capital, which appeared in
1867., .
There were almost twenty years of literary preparation
and of small-scale organisation of underground Socialist
groups before the Marxian Socialist movement assumed
again a defined form and character, with the creation of the
International Working Men’s Association in 1864, There-
after followed the years of rapid growth and intensive
organisation which culminated in the Paris Commune of
1871, thereafter looked back to by Marxian Socialists—until
1917—as the one veritable instance of the Socialist revolu-
tion in positive action. But the Commune was bloodily
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crushed by Thiers, and the Socialist miovement entered on a
new period of suppression and underground activity. The
collapse of the Commune was fatal to the International
Working Men’s Association, which was torn asunder by
quarrels between the Socialist followers of Marx and the
Anarchists grouped round Michel Bakunin. But although
the First International thus perished in the years following
the Paris Commune, the national organisations which had
been built up under its auspices never disappeared in either
France or Germany. Nor did Bismarck’s Anti-Socialist
Laws, enacted in 1877 in face of therapid growth of Socialist
propaganda and of the Socialist vote in the newly created
German Reichstag, succeed in preventing the spread of the
Socialist movement.
While, however, the German Social Democratic Party
_was in formal doctrine and in the phraseology of its pro-
nouncements definitely Marxist, there soon arose within
it a conflict of attitude of which the full consequences have
become manifest only in recent years. Up to 1875 there
were in Germany two Socialist parties, the Social Demo-
cratic Party .of the Marxists, founded at Eisenach in 1868,
and the German Working Men’s Association, founded by
Ferdinand Lassalle, and carried on by his followers after
his death in 1864. In 1875 these two parties combined
_ under Marxian leadership at the Gotha Congress on the
basis of the famous Gotha Programme, which was a com-
promise between their respective points of view, Marx,
an exile in London, protested strongly against the terms
" accepted by his followers in order to achieve unity. But so
intent were the German Marxist leaders on the success .of
the negotiations that they went so far as to suppress Marx’s
letter of condemnation, which was only rediscovered and
published after his death. .

This controversy is important because it brings out the
essential conflict which has existed ever since within the
ranks of the Social Democratic parties which nominally

“accept the Marxian doctrines. The root difference between
Marx and Lassalle was that, whereas Marx thought of the
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coming of Socialism as essentially a revolutionary measure,
to be achieved by the overthrow and destruction of the
capitalist State, the Lassallians conceived it rather as the
result of a gradual capture of the State and its conversion
from an instrument of Capitalism into an agent of Socialist
construction, The Lassallians stood therefore for the
extension of State activities, especially in the sphere of
industrial legislation and State recognition of working
men’s co-operative societies. They thought of the capitalist
State as an instrument which, with the aid of universal
suffrage, could be turned to Socialist uses as easily as it
could be used by the capitalists while they were able to
retain political control. For Marx, on the other hand, the
State as it existed was not an empty vessel into which either
capitalist or Socialist ideas could be poured according to
the decisions of the electorate, but in its very nature an
instrument of class coercion, suited to the needs of capita-
list society but utterly unsuitable as an instrument for the
achievement of Socialism. Marx wanted the Socialists to
make war, in season and out of season, upon the capitalist
State, pressing demands upon it, no doubt, for industrial
legislation and for other concessions to the workers, but
doing this with the object not of capturing the State, but
rather of inconveniencing Capitalism and stimulating the
movement of working-class revolt., Forin Marx’s view the
mere conquest of a majority in Parliament would by no
means turn the capitalist State into a Socialist State, It
would merely confront the working-class majority in Par-
liament with a machine which they would be totally unable
to use for their own Socialist purposes. Marx thought of
the State as consisting, not simply of Parliament as the
legislative instrument, and still less of the Lower House of
Parliament as the organ of popular representation, but
rather of the whole complex of governmental institutions,
including in addition to the Parliament and the Monarch,
the Civil Service, the Law Courts and Police and the Armed
Forces—all, as he conceived, agents of capitalist exploita-
tion. He was convinced that, if the Socialists merely set out
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to capture Parliament, and by means of a Parliamentary
majority to turn the State to serve their own ends, they
would find themselves fatally entangled in the machinery
of capitalist organisation, so that, instead of substituting
'Socialism for Capitalism, they would be compelled, by the
necessity for carrying on the government and keeping the
people at work, to do their best to bolster up the capitalist
system. Marx held that in the concessions made to the
Lassallians in order to achieve unity his followers in Ger-
many had given away their case, and committed themselves
to an evolutionary and reformist type of Socialism which
would defeat the very objects which they had in mind. This
view is of course precisely the view expressed in more
modern times by Lenin and the Bolsheviks, who claimed, as
against the Social Democrats, that they were the true
spiritual heirs of Marxism. Nor is there any real doubt
that on this point they were right. If we are to use modern
phrases, Marx was undoubtedly a Communist, and not a
Social Democrat, despite all the devotion expressed for the
Marxian Scriptures by the German and other Social Demo-
cratic leaders. The only question that is open to any doubt
is whether Marx, if he had lived in the twenticth century,
instead of the nineteenth, would have held the same views
as he actually expressed in face of the very different objec-
tive situation which existed at the time when his doctrines
were formed.

For of course Marx had first formulated his essential
doctrines before universal suffrage had been granted in any
country, and before modern capitalist States bad advanced
any distance along the road of social reform. It was open
to the Social Democrats of the early twentieth century to
argue that, if Marx had lived to see the developments of the
past quarter of a century, he would have changed his mind;
but it was not open to them, without disingenuousness, to
argue that he had in fact expressed evolutionary and State
Socialist-as against revolutionary Communist doctrines.

At the time when the Gotha Programme was adopted,
there were few who saw these-issues plainly. The extent
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of the departure from revolutionary Marxism became
manifest only when the Social Democratic Party secured a
large representation in the German Reichstag and began to
rally behind itself not only the German working-class
electorate, but also a substantial part of the middle class,
which disliked the autocracy of the German imperial régime.
When that had been achieved the Social Democrats,
organised as a parliamentary party, soon began to discover
that they bad t6 choose between a revolutionary form of
agitation, which would forfeit a substantial part of the
electoral support they had been able to secure, and the
assumption of the status of a constitutional party, working
not for revolution but for the peaceful and constitutional
capture of the State machine. Gradually their acceptance
of the second of these attitudes became more definite; and
early in the twentieth century, in response to this real change
of orientation, a section of the party began to agitate for
an explicit * revision” of the Marxian doctrines. The
German Social Democratic “ revisionists,” headed by the
theorist Eduard Bernstein, were promptly routed by the -
apostles of orthodox Marxism under Karl Kautsky's leader-
ship. But in fact, though the party continued to recite the
ancient Marxian slogans, it followed the practical courses
desired by Bernstein and the * revisionists.” Long before
the German Revolution of 1918, which plainly showed the
true temper of the German Social Democratic leaderspip,
the Social Democratic Party had gone over to an evolution-
ary form of Socialism, which made it envisage the coming
of a Socialist régime as something to be achieved not by_a
sudden revolutionary struggle, but by a gradual change in
the working of the capitalist State machine. That was
above all why, when the revolutionary opportunity of 1918
presented itself, the leaders of the party shrank bacl_v; from
any attempt to turn Germany into a Socialist republic, and
insisted that their task must be first of all the completion
of the democratic structure of the German State. They
Wwanted to share authority with the German capitalists-
because they conceived that the time would be ripe for the
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establishment of Socialism only when German Capitalism
had already held power, and demonstrated plainly its in-
capacity to further the economic development of German
society.

Meanwhile in France the course of events had been
somewhat different. When French Socialism came out
again into the open after the years of repression which
followed the Paris Commune, the French Labour Party
was organised on a Marxian basis under the leadership of
Jules Guesde: But Marx’s leadership in the working-class
movement had been far less complete in France than in
Germany ; and whereas in Germany the Trade Unions were
organised under Social Democratic auspices and kept
firmly within the circle of party influence, French Trade
Unionism followed an independent course, responsive far
more to Anarchist and semi-Anarchist than to Social
Democratic influences. The French Social Democrats
made great efforts to bring the Trade Union movement
under their control; but in this they were defeated, and
under the inspiration of Fernand Pelloutier the French
Confédération Générale du Travail organised itself on
Syndicalist lines, repudiating political action altogether, and
aiming at the creation, by means of a general strike, of a
" society based on self-governing associations of workers.

In this new society, they held, there would be no room at all
for the State, or for any form of political government apart
from the industrial organisations of the workers. This
anti-political attitude of the Trade Union movement fatally
weakened French Socialism as a political force; and in
addition the French Socialists, lacking the unifying in-
fluence of the Trade Unions, constantly fell apart into con-
flicting groups divided on questions of both immediate and
ultimate policy. When finally French Socialism was unified
in 1905 under the influence of Jean Jaurgs, its programme
approached far more nearly to that of the Gefman revision-
ists than to the original Marxian doctrines. But
there were still within it sharp cleavages of opinion between
the revolutionary and the evolutionary elements, and it
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needed all the matchless skill of Jaurés in finding words
which appeared to reconcile opposites to hold the party
together. : .

In other countries too, the Socialist movements, even
where they were founded theoretically upon a strict adher-
ence to Marxism, more and more found the practice of
Marxism inconsistent with considerations of political oppor-
tunism. Wherever the Socialists had the opportunity of
becoming a parliamentary party and of wielding some in-
fluence in Parliament, the pressure of electoral considerations
speedily became too strong to admit of the maintenance
of the old revolutionary attitude. Wherever Parliaments
held real power, the Socialist parties represented in
them became, as soon as they attained to any real strength,
definitely reformist and constitutional rather than revolu-
tionary parties. But this situation did not exist everywhere,
Above all in Russia, autocracy still remained practically
unmodified, and there was no opportunity for the Socialists
to attain to parliamentary influence. This is largely why
Russian Socialism, despite internal differences, was able to
retain its predominantly revolutionary character during the
years before 1914. Yet even in Russia a minority, strongly
influenced by the development of the Socialist movements in
Western Europe, went over to the ** revisionist ” doctrines,
and the Mensheviks split away from the Bolshevik majority,
whose leaders were able in exile to reproduce for themselves
the mental atmosphere of the formative years of Marxian
Socialism.

It is now time to return to a consideration of develop-
ments in Great Britain. As we have seen, after the collapse
of Chartism, working-class political organisation for a time
practically disappeared, and the energies of the working-
class leaders went into the building up of the Trade Union
and Co-operative movements as defensive organisations
within the capitalist order, to which they refrained from
offering any decisive challenge. There was, indeed, during
the early ’sixties a revival of political agitation; and Marx
for‘a time succeeded in drawing a number of the British
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Trade Union leaders into the International Working-men’s
Association. But the agitation of the ’sixties was merely
a revival of the demand for a reform of Parliament by the
further extension of the franchise, and in it the working-class
leaders fought as allies of the more advanced middle-class
Radicals, such as John Bright, who wanted to broaden the
basis of representation in order to secure reinforcements
for their assault against aristocratic privilege. At length
in 1867 the urban workers, though not yet the workers in
the country districts, got the vote, which came to them, in
a characteristically English fashion, not from a Whig or
Liberal Government, but at the hands of a Conservative
Prime Minister, who was anxious to ** dish the Whigs,” and
to secure working-class support against the manufacturing
interest.

The Reform Act of 1867 was immediately followed by an
attempt to organise a movement for working-class repre-
sentation in Parliament, and in 1874 two miners’ leaders
secured election as the first ** Labour ” members. But it
is significant that there was no attempt by the British
working-class leaders to create an independent working-
class party: they were seeking at this stage not to found a
Socialist political movement, but merely to ensure the elec-
tion of a few working men who would be able to voice
working-class grievances in the House of Commons. In
practice such ** Labour™ representatives as did secure
election sat in the House of Commons as Liberals, and were
even admitted in due course to subordinate positions in
Liberal Ministries.

Meanwhile the Trade Union movement had grown
rapidly in strength during the years of economic prosperity
in the late “sixties and early ’seventies. Since the collapse
of Owenism, the Trade Unions, working simply for the
protection of the interests of their members under Capita-
lism by collective bargaining and the provision of friendly
benefits, had been able to enlist only those skilled workers
who were able to pay fairly high contributions and had
definite craft interests to defend. But in the great expansion
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of Trade Unionism in the late sixties and early ’seventies
there appeared for the first time since 1834 a marked
tendency for Trade Unionism to spread to the less skilled
workers. This was the period when for a few years Joseph
Arch and other leaders succeeded in organising the agri-
cultural labourers into Trade Unions, and when the gas
workers, seamen and other classes of workers, who had
previously been outside the range of Trade Unionism,
formed societies and engaged in strikes and agitations on
a considerable scale. In these years the engineers and ship-
builders won the Nine Hours’ Day by industrial action ; the
factory workers secured a great extension and improvement
of the Factory Acts; and the miners, organised on a national
scale, were able to secure legislation which for the first time
enforced a tolerable safety code upon the reluctant colliery
owners. These movements were largely the fruits of the
economic situation ; for at this time the supremacy of Great -
Britain in world markets was at its height, and there was a

tremendous boom in almost all industries in the opening

years of the eighteen-seventies. But in the great slump
which followed this boom period the new Unions were

effectively crushed; and even the more stable Unions

of the skilled workers were driven back on the defensive

during the years of unemployment and falling prices

between 1875 and 1889. This set-back to Trade Unionism

had also powerful reactions in the political sphere. For

the Unions, intent on the defence of their economic

interests, had no time or energy to spare for new

adventures in the parliamentary field.

It was, however, during these years of depression that
British Socialism was reborn, In 1881 Henry Mayers
Hyndman organised the Democratic Federation, largely
on the basis of the London Working Men’s Radical Clubs,
and began to appeal to the country to revive the Chartist
movement, and create a new working-class political party, -
Almost at once the new body assumed a definitely Marxian
basis, and became the Social Democratic Federation; and
in the serious slump of the middle ’eighties its activities-
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were largely directed to an attempt to place itself at the head
of the unemployed and to enlist working-class support by
the ventilation of immediate economic grievances. It did
not, however, succeed, as long as unemployment continued
on a significant scale, in making any impression on the
general mass of the working class, though it did important
pioneering work in spreading Socialist ideas.

The real arrival of British Socialism came with the ending
of the great depression towards the close of the eighteen-
eighties. The creation of the Miners’ Federation of
Great Britain in 1888, with the declared object of bringing
the old policy of industrial pacifism to an end, and the great
London Dock Strike of 1889, clearly showed the awakening
of a new temperin the working-class world. The London
Dockers” movement was prepared for and led largely by-
men who had got their Socialist schooling in the Social
Democratic Federation. But the new movement was by
no means prepared to accept the leadership of the orthodox
Marxists, who were inclined to sneer at Trade Unionism
as a backward and anti-Socialist force, and to place an
exclusive reliance on political methods. What the British
workers then wanted was not a purely political movement,
conducting its propaganda in a Marxist phraseology to
which they attached no meaning, but rather a movement
which would directly express their industrial grievances and
aspirations in language and in demands which they could
more readily understand. Trade Unionism in the years
after 1888 spread rapidly to new classes of workers, who
had hitherto been regarded as unorganisable because of their
low wages and their lack of a close common bond of craft
solidarity. The leaders of the old Unions prophesied that
this new movement would disappear as soon as the wave of
trade prosperity again ebbed; and they fought hard against
any attempt to commit the Trade Union movement to the
new-fangled Socialist doctrines that were in the air. But
the new Unions, though their strength did recede in the set-
back of the middle "nineties, had come to stay; and their
coming was also fruitful in the political sphere, There had'



THE RISE OF THE LABOUR MOVEMENT 51

been, from 1888 onwards, sporadic activity in many parts

of the country in the creation of local movements

for working-class political action; and in 1893, under

.the leadership of Keir Hardie, who had been the

principal spokesman of the left wing among the miners, '
these movements came together to form the Independent

Labpur Party as a non-doctrinaire non-Marxian Socialist

rival of the Social Democratic Federation, The aim of
the LL.P. was from the first to achieve some sort of

Socialism ; but it wanted to state Socialism in native English

rather than in Marxist terms, and to keep its Socialist

advocacy far closer to the everyday grievances of the

working class than Hyndman’s exceedingly theoretical

version of Marxism allowed, Because of this attitude it was

the LL.P. and not the S.D.F. that succeeded in rallying

the more advanced elements in the working-class move-

ment, and in creating the first effective Socialist organisa-

tion in Great Britain,

The weakness of the LL.P. was that, in discarding
Marxism, it had not succeeded in equipping itseif with any
alternative theoretical basis for its Socialism, But the
means were at hand for remedying this deficiency. In 1889 :
a little group of intellectuals, under the leadership of
Bernard Shaw and Sidney Webb, had published Fabian
Essays in Socialism, and thereafter the Fabian Society
poured forth a stream of tracts and maniféstos in which
it outlined a Socialist doctring based not on revolutionary
Marxism, but on a definitely evolutionary and gradualist
conception of the working of social forces. The spiritual
ancestors of the Fabians were John Stuart Mill and Jevons
rather than Marx and Engels. They would have no truck
with the Marxian theory of value or of the State; and they
conceived the coming of Socialism definitely in terms of a
gradual and peaceful democratisation of the machinery of
the State, accompanied by a steady extension of the range
and quality of the social services and of the degree of public
control over industry. They were above all else State
Socialists and advocates of nationalisation and municipal
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enterprise. They aimed at bringing about by peaceful
means the completely collectivist State, in which all im-
portant industries and services would be conducted either
by the State itself or by local authorities or Co-operative
societies recognised by the State as its appropriate agents
+ in this or that particular sphere of industrial enterprise.

This Fabian philosophy of Socialism speedily captured
the Independent Labour Party, and became in due course
the theoretical basis of the Labour Party, which, in
1900, the I.L.P. at length persuaded the Trade Union move-
ment to join it in creating. Fabianism also reacted power-
fully on the development of Continental Marxism; for
though, as we have seen, the Continental Marxists main-
tained unaltered the revolutionary phraseology of the
Marxian scriptures, in effect the reformist policy which they
adopted was greatly influenced by the development of the
LL.P. and the Labour Party in Great Britain. Bernstein,
for example, lived for many years in England, and his
“revisionism ” was largely a restatement of - English
Socialism in Continental terms. In the Second Inter-
national, created in 1900 as the successor of Marx’s Inter-
" national Working Men’s Association of 1864, the British
Labour leaders, despite their non-Marxian theoretical out-
look, never found any difficulty in co-operating harmoni-
ously with Continental Social Democrats, who believed
themselves to be followers of Karl Marx.

Thus when the Great War broke out in 1914 the European
Socialist movement, though a large part of it was still
professedly Marxist, had, all over Western Europe, become
in effect a reformist and constitutional movement, working
for evolutionary change, and looking forward to the gradual
capture of the State and its conversion into an instrument of
Socialist construction. Only in Russia was this conception
of Socialism challenged by a really formidable revolutionary
Socialist movement ; though in Italy a considerable section
of the Socialists had adhered more closely than elsewhere to
revolutionary Marxism, and in France, Italy and Spain
there were considerable Syndicalist movements aiming at
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revolutionary change byyindustrial rather than political
means. But although the repudiation of full-blooded
Marxism was practically complete among the Social Demo-
cratic and Labour parties of Western Europe, the full extent
of the change had been very imperfectly understood by the
" Social Democratic leaders themselves. They continued to
use the old revolutionary phraseology, though now they
gave to it a reformist meaning; and they fully believed that
they, rather than the Russian Bolsheviks, were the true
exponents of the orthodox Marxian doctrines. The extent
of the change that had really taken place in European
-Socialism became manifest only after the second Russian
Revolution of 1917, and during the years of political
fluidity which immediately followed the war. What then
became plain was that there were no bitterer enemies in
Europe than the rival leaders of Communism and of Social
Democracy, and that the Socialist movement was disastrously
split up into two rival sections, between which hovered un-
easily a mass of opinion that was unable to accept either
the sheer revolutionism of the Communists or the ungualified
constitutionalism of the orthodox Social Democratic leaders.
Indeed, probably the great majority of the active sup-
porters of the working-class movements in Europe found
themselves in the awkward situation of agreeing neither
with the Communists nor with the Social Democrats, but
of being unable to discover any alternative rallying-point or
any clear body of doctrine to which they could subscribe.
The strategic points of post-war European Socialism were
clearly Russia and Germany. Great Britain and France
both emerged from the war with their capitalist systems and
their State organisations so far intact as to be proof against
any immediate revolutionary attack. But the situation was
very different in both Russia and Germany. In Russia the
Bolsheviks were able to attain to power because, amid the
utter collapse of the Czarist régime, they were the only group
that definitely knew what it wanted, and was prepared to
hold together in carrying its policy into effect. The Bol-
sheviks were able to seize and to maintain power because
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they were prompt to take their opportunity as soon as it was
offered them, and because they were able so to conduct
themselves after their seizure of power as to keep the broad
mass of the people on their side against the “ White
counter-revolutionists who were sent against them, wave
after wave, with the support of the capitalist Powers., In
both thcsé respects the Bolsheviks seem to have owed every-
thing to their leader, Lenin, For it was Lenin who persuaded
them, when they were hesitating, to seize their chance before
it was gone; and it was Lenin who imposed upon them, by
the sheer force of his personality, the opportunist policies
of the early years of the new régime. -

Lenin, indeed, realised that, provided the Bolsheviks
kept a strong hold upon the central power and were ruthless -
in the exercise of their proletarian dictatorship against all
attempts at counter-revolution, they could afford a large
degree of opportunism in their handling both of the inter-
national situation and of the vast peasant population in
Russia itself. Lenin persuaded the Bolsheviks to make the
Brest-Litovsk peace despite its obvious injustices, and again
to make an obviously unfair peace with Poland in 1920;
and it was Lenin, too, who, when the country was in danger
of collapse under the aggressive and ill-organised régime of.
“ War Communism,” caused the Bolsheviks to take a tem-
porary step back in the “ New Economic Policy,” which
again permitted private dealings and some restoration of
small-scale capitalist enterprise. But while one half of

, Lenin’s statesmanship lay in his clear recognition of the
- necessity for these concessions, the other and no less essen-
' tial half lay in that rigid Marxism which caused him to
| insist above all else that the mission of Communism was to
' destroy utterly the capitalist State and to set firmly in its

place as an instrument of the transition to Socialism a new
working-class State based on a dictatorship of the prole-
tariat to be exercised through the Communist Party. What-
ever may have been the situation in Western Europe, clearly
in Russia nothing but this strong dictatorship of a dis-
ciplined and organised party could have held the country
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together or enabled the revolution to survive the difficulties
of its early years.

In Germany events followed a very different course. The
difficulties there were even greater than those which con-
fronted the Russian Socialists, and every allowance must be
made for these difficulties in judging the policy and attitude
of the Socialist parties, For Germany was, far more than
Russia, a defeated country, completely at the mercy, in a
military sense, of the victorious Allies, who were in a
position to penetrate and occupy her territory, as it was
impossible to do in the case of the vast territory of the

"Soviet Union. Germany was, moreover, in danger of
starvation, and her leaders felt themselves compelled to
carry out the will of the Allies in order to secure necessary
supplies. In these circumstances any attempt to turn
the collapse of the Hohenzollern régime into a Socialist
revolution in the Russian sense would have involved
tremendous dangers and difficulties. It would probably
have meant a strict Allied blockade of the country, and have
confronted a substantial part of the German population
with the danger of actual starvation. The Spartacists,
headed by Karl Liebknecht and Rosa Luxemburg, would
have been prepared to face these dangers; and it is possible-
that, if they had been courageously faced, the blockade
which would undoubtédly have been threatened would not
in fact have been maintained. But to the great majority
of the German Socialists, as well as to other sections of
opinion in Germany, it seemed that nothing could be done
that would antagonise the victorious Allied Governments,
and that this ruled out not only the continuance of the
Hohenzollerns upon the throne, but equally any immediate
attempt to establish Socialism. There were thus in the
view of the Social Democratic leaders strong reasons why
it was out of the question for German Socialism to follow
decisively the Russian example ; but it does not follow that
the German Socialists were compelled to rush, as they
actually did, to the opposite extreme.

For the new Weimar Republic which emerged out of the
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chaos of post-war Germany was based upon a compromise
which satisfied bardly anybody. It was a form of State
in which nobody really believed, and behind it there was
none of the driving force necessary to creative national life.
The adherents of the old régime hated it, and most of the .
Socialists themselves could regard it only as a temporary
makeshift imposed on them by the necessities of the im-
mediate situation. It is true that the Social Democratic
leaders do not appear to have seen the matter in this light;
they seem, indeed, to have been the only people who did
really believe in the Weimar Republic, as providing a
form of democratic organisation which would enable them
to carry on the gradual process of converting the German
people to the Socialist faith. For, when it came to the
point, the German Social Democratic leaders by no means
felt themselves ready, even apart from the complications
due to the attitude of the Allies, for the immediate establish-
ment of Socialism. They had always regarded Socialism
as something that would come gradually by way of cumu-
lative instalments of social reform; and when the responsi-
bility of laying the foundations of a new State was abruptly
thrust upon them at the conclusion of the war they were
utterly pnready for the task. They welcomed the Weimar
Republic as a means of postponing the responsibility for
establishing a Socialist régime; and they showed alacrity
to share power and responsibility with those bourgeois
parties which they could persuade to collaborate with them
in the new State. .
But a large part of their followers certainly did not accept
this view. Feeling more acutely the pressure of economic
circumstances, and having been taught to regard Socialism
as the appropriate remedy for economic distress, these
followers wanted an immediate and decisive advance
towards the establishment of a Socialist Republic. The
attitude of their leaders disappointed and disillusioned
them. For some years German Social Democracy was
divided between two rival parties—the Majority' Social
Democrats and the Independents, who had split away from
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them over the issue of the war. But the Independents soon
found themselves threatened on the left by the rise of the
Communist Party; and ultimately they split and dis-
appeared, some of them going over to the Communists,
while the rest returned to the Social Democratic fold. In
face of the weakness of the Social Democratic leadership,
Communism developed in Germany a strength which it was
quite unable to acquire in any other country of Western
Europe, and it was only the habit of disciplined organisation
among the German workers which prevented the Social
Democrats from losing to the Communists much more of
their following than they did actually forfeit. German
Socialism was thus divided disastrously between two groups,
one of which, commanding the traditional allegiance of the
larger number of workers, practically abdicated from any
attempt to establish Socialism, while the other, steadily
gaining ground at its expense, was attempting to apply to
the German conditions an inappropriate policy and
psychology imported from Eastern Europe.

The situation in post-war Germany has been discussed at
some length because it brings out very clearly the problem
which in the twentieth century confronts the Labour move-
ments of Western Europe. The Labour movement, in the
course of its development during the nineteenth century,
passed through a series of phases. It opened with a revolu-
tionary phase based upon sharp reaction against the condi-
tions created by the Industrial Revolution. At this stage,
the workers, still unused to the new factory discipline and
revolting instincfively against it, broke out into blind mass
movements which had no chance of success against the over-
whelming strength of the dominant classes in society. In
the second phase, which was later in coming on the Contin-
ent than in Great Britain because Continental economic
development lagged behind, the workers settled down to the
new economic system and grew accustomed to the living
conditions of the new towns and to the discipline of machine
production. At this stage they abandoned for the most
part revolutionary agitation, and resorted to a process of
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collective bargaining through their Trade Unions, which no
longer attempted to challenge the very foundations of the
capitalist order, but only to'improve within it the economic
position of a privileged minority qf the working class.
Meanwhile, politically, the Social Democratic and Labour
parties adapted themselves to the parliamentary régime,
and, even where they continued to express their doctrines
in revolutionary terms, developed a policy which was in fact
evolutionary and “ social reformist * rather than Socialist in
any immediate sense. This policy of peaceful collective
bargaining through the Trade Unions and peaceful parlia- -
mentary action upon the reformist plane was challenged in
the years immediately before the war by the rise of Syndical~
ism in the Latin countries, and above all in France; and
even in Great Britain the great labour unrest of the years
between 1910 and 1914 gave clear indications of a change
in the temper of the working class. But Syndicalism never
penetrated to any extent beyond the Latin countries, and in
Great Britain the development of Trade Union unrest before
the war had not by 1914 made any considerable impression
on the attitude and policy of the Socialist parties.
Undoubtedly this conversion of the working-class move-
ments of Western Europe from a revolutionary to a reform-
ist attitude was intimately connected with the parallel
development of the capitalist system. It was not only that
the workers had got used to capitalist conditions of employ-
ment, but also that the developing Capitalism of the latter
half of the nineteenth century was able to offer in every
advanced industrial country substantially improving condi-
tions of life. Money wages could be raised fairly easily by
Trade Union action in periods of industrial prosperity; and
even in times of trade depression, when the Trade Unions
had to play a defensive part, the fall in prices was generally
great enough to cause the real wages of the employed
workers still to move upwards. The standard of living of
the working class in Western Europe was enormously better
in 1900 than it had been half a century before ; and despite
the serious unemployment in the ’seventies and ’eighties the
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improvement had been almost continuous in the case of
those workers who were able to remain in fairly regular
employment even through the bad times.

As long as Capitalism was able to maintain this situation
it did not need to stand in fear of any revolutionary chal-
lenge. Socialism might grow as a doctrine among the
workers, but it would be an evolutionary Socialism, offering
only a distant and gradualist threat to the capitalist order
of society. But in the early years of the twentieth century
it seemed as if the tendency for working-class siandards
steadily to rise was already encountering a serious check.
In Great Britain there was no advance at all in real wages,
and in many cases there was a positive decline during the
first decade of the new century,

This check to the advance of working-class prosperity
largely explains the acute industrial unrest of the years im-
mediately before the war. For a time the outbreak of
war everywhere quelled the movements of industrial unrest.
The Trade Unions agreed to abstain from strikes while the
war was in progress, and most of the Socialist leaders,
despite their professions of international solidarity, rallied
to the causes of their respective States. But, even apart
from this, the outpouring of money in the interests of
winning the war did for the time enable the mass of the
workers to live at a higher standard of life, at any rate
in Great Britain, despite the enormous diversion of
productive effort to the manufacture of implements of
destruction,

The war thus provided the workers with an object lesson
which they were not likely to forget. It demonstrated the
vast potential productivity of the modern economic °
machine: and in Great Britain at least, as well as in the
United States, the relative plenty of war-time prepared the
mind of the working class for the putting forward of large
demands for improved standards of living in the future,
Nor could these demands, in the atmosphere of the im-
mediate post-war period, be easily refused by the governing

'l classes, whose leaders were anxious above all to restore the
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foundations of the old order, and were prepared to make
large concessions in order to get safely over the difficult
period of capitalist reconstruction. The workers therefore
entered upon the post-war world with substantially improved -
wages and conditions, and also with an equipment of social
services involving a large increase in the volume of public
expenditure. A

After 1918 the Socialist parties, in accordance with the
evolutionary doctrine in which they had come to believe
in the latter half of the nineteenth century, envisaged the
next stages in the advance towards Socialism as involving
primarily further improvements along the same lines. The
Trade Unions in the industrial field were to secure higher
wages and more -advantageous conditions by the extension -
of collective bargaining; for the Unions had added greatly
to their membership during the war, and had spread to
many trades in which no effective organisation had pre-
viously existed. At the same time the Socialist parties were
to conduct their electioneering campaigns on the basis of
promising large improvements in the social services; and
the cost of these improvements was to be defrayed by
heavier taxation of the rich.

But when Socialist parties, either alone or as the leading
elements in coalitions of the left groups among the bour-
geoisie, were called upon to assume office, they found
the implementing of the promises which they had made by
no means an easy task., States were weighed down by huge
burdens of debt incurred during the war, or, as in the case
of Germany, by claims for reparations. These increased
the burden of taxation to an even greater extent than the
improved social services set up in the period immediately
after the war, and it became harder and harder to raise fresh
sums by taxing the rich without provoking loud complaints
that the height of taxation was acting as a powerful deterrent
to the development of capitalist enterprise. The Socialists
began to be faced with the dilemma that they had either
to modify their programmes in order to render them com-
patible with the eflective continuance of capitalist prosperity,
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or else so to recast them as to involve a much more rapid
and constructive advance in the direction of Socialism in
order to dispense with the necessity of relying upon the
continued * confidence” of the capitalist entrepreneurs.
It became plain that the “ limits of taxation >’ under Capital-
ism were easily reached, not because the wealth of the
richer classes was exhausted, but because further taxation
would seriously interfere with the willingness of the capital-
ists to provide employment or to invest further capital in
developing the resources of production. It began to
appear that, if further benefits were to be conferred on the
poor by the State, the State would have to make itself
directly responsible for ensuring an adequate demand for
labour, and an adequate supply of capital for the develop-
ment of the productive system,

The Socialist parties were exceedingly loth to recognise
this dilemma, for they held that the continuance of their
electoral progress depended on their being able not only
to offer a sufficiency of immediate advantages to the work-
ing-class electorate, but also to reassure a sufficient section
of the middle-class voters that the transition to Socialism
would involve neither chaos and revolution nor any con-
fiscatory measures directed against middle-class savings.
Electoral considerations made the Labour leaders more
disposed, in face of this difficulty, to modify their promises
than to strengthen the constructively Socialist elements in
their programme. But the adoption of this attitude tended
both to antagonise a section of their working-class sup-
porters, and so to lead to the growth of Communist and
other left-wing tendencies, and also to make Labour and
Socialist Governments, when they did assume office, look at
times more than a little ridiculous. For their promises of
amelioration in working-class conditions then looked more
than ever like post-dated cheques drawn upon an indefinite
future which their immediate programmes did little or
nothing to bring nearer. This indeed has been the dilemma |
of all post-war West European Socialism. It has discovered
that it is not easy to squeeze the capitalist orange without
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“forfeitingcapitalistconfidence,” and that, under Capitalism,
it is upon the confidence of capitalists in the prospect of
profits that the maintenance of employment and business
prosperity depends. On the other hand, counting them-
selves parliamentary democrats as well as Socialists, the
leaders of the various Socialist parties have deemed it
neither desirable nor electorally practicable to resort to
policies which involve a rapid advance towards Socialism
at the cost of dislocating the capitalist system before they
feel ready to put full Socialism in its place.

This situation directly invites two comments. In the
first place, the difficulties in the way of an improved standard
of living for the workers arise not out of any failure in the
productivity of the modern economic system, but out of
the failure of Capitalism to find means of making use of the
enormous productive powers which exist in the modemn
world. This failure is largely due to the internationaily
competitive character of capitalist production, which forbids
any one industrial State to go far ahead of its rivals in
advancing working-class standards of living, because wages
count everywhere as costs of production and have therefore
to be kept down by any country which desires to compete
effectively in the world market. But to keep down wages
is, of course, to restrict the standards of living of the mass
of the people, and in doing this to limit the demand for the
commodities which the economic system is equipped to
produce. This is the fundamental dilemma of modern
Capitalism. In theory it admits of cure; for if all countries
could be persuaded to act together in raising simultaneously
the standards of living of their populations, no one country
need find its competitive power impaired. But practically,
in face of the scrambie for the markets which exist, and of
the economies of large-scale production which make each
developed country anxious to expand its sales abroad to the
farthest possible point, this world co-operation of capital-
ists can certainly never be established. The possibility that
Capitalism could escape from its present dilemma of under-
consumption by united world action remains a purely
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theoretical possibility. When capitalists do combine inter-
nationally, they do this not in order to increase consuming
power, but to restrict production and so maintain prices at
an artificial height.

There is, of course, the alternative that particular capita-

list countries might abandon the world market and set them-
selves on a basis of economic nationalism to the building
up of mainly self-contained economic systems of their own.
National planning of this sort could remove the limitations
on the improvement of the standard of life if it were practic-
ally possible for countries to isolate themselves in this way.
But though such a policy might be theoretically possible for
the United States of America—and even there it could not
be carried into effect without an enormous dislocation of the
existing economic system—in the far less self-sufficient
countries of Western Europe it is evidently out of the ques-
tion. Both Great Britain and Germany, though they may
attempt for a time to pursue policies of economic nationalism
under stress of world crisis or intensive preparation for war,
are in the long run bound to depend upon the world market,
and have therefore no way of 'escape under the capitalist
order from the dilemma of under-consumption.

+ That this is so is of course the fundamental contention of
the Socialists in the economic field. It is the fundamental
contradiction of Capitalism of which Marx foretold the
fatality more than three-quarters of a century ago. It
makes the case for Socialism far more immediately cogent
than it was when Marx wrote. But though the case for
Socialism has been immensely strengthened by the recent
history of the capitalist system, there are other factors in
the evolution of modern Capitalism which have made the
actual attainment of it more difficult. These factors appear
above all in the more recent changes in the class structure
of advanced industrial societies.

When Marx wrote the Communist Manifesto of 1848, he
presented a simple view of the class structure as it was then
developing under the capitalist order. Society, he held,
was being polarised into the two great classes of capitalists
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and proletarians, between which the intermediate classes
of small working employers and independent craftsmenwere
being steadily crushed out. The petite bourgeoisie, which
Marx recognised in the Communist Manifesto as a distinct
surviving class group, was regarded by him as necessarily
-in process of dissolution. It could intervene, as it did in the
revolutions of 1848 and the following years, so as to confuse
the issue between the bourgeoisie proper and the proletariat,
but it could play no creative rdle in the making of history
because its very existence was bound up with obsolete and
disappearing methods of production. Marx envisaged it as
certain to be of dwindling importance, and concluded that
society in its further development would come to consist
more and more obviously of two rival classes of funda-
mentally opposite economic interests. ,
The simplicity of this view by no means represents the
present realities of the class-structure of advanced industrial
societies. For, though Marx was perfectly right in pre-
dicting the gradual dissolution of the petite bourgeoisie of
his own day, he was by no means so successful in anticipat-
* ing the actual evolution of the capitalist system. Aboveall, -
there were two rival forces in Capitalism to which he seems
to have paid altogether insufficient attention. The first of
these was the tendency of the increase in the total national
wealth to swell very greatly the ranks of the professional
classes, who live not by direct participation in industry as
capitalists or wage-workers, but by various forms of pro-
fessional service, Doctors, teachers, lawyers, professional
men of many different callings, and a host of black-coateg
.~ workers dependent upon them, form an important element
in the new petite bourgeoisie which has arisen in place of the
old. Moreover, although the control of large-scale pro-
duction and of industrial policy has passed into the hands
of a dwindling group of great capitalist entrepreneurs, this
has by no means involved the disappearance of classes
intermediate between the entrepreneurs and the proletariat,
As industry has grown in scale, the numbers and importance
of the salaried workers employed in it have increased more
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than proportionately. It is of course true that these
salaried workers, from managing directors downwards
through all the various grades of technicians, managers and
administrators to ordinary clerks, all have the status of
employees, and are workers in the Marxian sense, But in
face of the enormous difference of income between, say,
the managingdirector of a great industrial enterprise and the

main body of the manual workers employed in it, there can

exist no class solidarity in the Marxian sense among the
whole body of employed workers under modern Capitalism.
The more highly paid salary-earners have certainly no sense
of being members of an economically exploited class, but
in most cases feel themselves to be members of the same
economic class as the entrepreneurs; and this class feeling
among the higher paid salary-earners extends downwards
through the lower grades of the salariat largely because it is
more pleasant to regard oneself as a member of a superior
than of an inferior social group. Snobbishness, as well as
divergence of economic interest, stands formidably in the
way of the economic solidarity of the entire body of
employed workers.

Apgain, while Marx was right in predicting the disappear-

ance of many of the independent craft workers and small -

masters of his own day, he could not realise the extent to
which the coming of large-scale Capitalism would still leave
scope for the survival and the actual extension of small
mastership. Round each great capitalist industry, with its
mass methods of production, there are grouped in themodern
world hosts of ** small men,” either manufacturing *“ detail”
products to which it is not worth while to apply the methods
of mass production, or experimenting in Jew products
which have not yet reached the stage of standardisation, or
above all else, acting as dealers, repairers and agents on
behalf of the large concerns. Marx did not and could not
foresee the day when garage proprietors, installers and pro-
viders of electrical equipment and wireless sets, and a host
of other small-scale business men, would reinforce the
ranks of the petite bourgeoisie.

C
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_ Moreover, Marx could not foresee the consequences on
the social structure of the exigencies of capitalist production.
As a social phenomenon Capitalismunderwent a tremendous
transformation when it finally changed over from a system
of individual entrepreneurs and private partnerships to
joint stock ownership. For the joint stock system became
the means of reconciling the need for the accumulation of
capital in large masses under unified control with the wide
diffusion of the actual ownership of industrial undertakings.
Even to the extent to which the small capitalist as a positive
agent of production was crushed out by the development of
large-scale industry, he reappeared not as a producer but as
a shareholder under the joint stock system. It is true that,
as a shareholder, he exerted practically no influence on the
development of industry, and had no real control over the
use to which his money was put. He became in effect a
sort of rentier, drawing not a fixed income, but a variable
share in the product of industry—a sleeping partner in the
many concerns among which he portioned out his invest-
ments for the purpose of spreading his risks. But this,
though it vitally affected his power over industry, did not
prevent him from surviving as a member of a highly im-
portant intermediate social class, living at much the same
standards as, and feeling a sense of social solidarity with,
the other intermediate elements in society whose réle is
more positive than his. In fact, of course, the two groups
consist to a substantial extent of the same individuals. The
professional man or the member of the higher salariat is
often to some extent an investor as well; and in both these
ways he has a stake in the capitalist system, and an economic
interest wh:cl;he is apt to concewe of as bound up with its
maintenance. ’

In advanced Western societies the growth of these inter-
mediate classes, and of those who, for social or economic
reasons, becomemorereadilytheirhangers-onthanadherents
of the working-class movement, has been so considerable
that, even if complete solidarity existed among the manual
wage-earners, it would be barely possible for them, under
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the conditions of universal suffrage, to establish themselves
securely in parliamentary power without the support of a
considerable number of members of the intermediateclasses.
Complete solidarity is of course never likely to be secured
even among the manual workers, for there will be always and
everywhere cross-currents which will prevent some sections
even of the manual-working proletariat from voting on class
lines. But even where a near enough approach to this
solidarity has been arrived at for most industrial constitu-
encies to become almost safe preserves of the working-class
parties, it has not followed that these parties have been able
to secure a majority in Parliament. Consequently there
has arisen in one country after another a situation in which
Socialism has become the strongest single political force,
but has been unable to command sufficient electoral support
to establish a Government based upon a clear parliamentary
majority or to attempt, by parliamentary methods, any
fundamental change in the social system. This is most
likely of all to happen where the system of proportional
representation is in force, as it has been since the war over
a large part of Europe. But other electoral systems, even
if they are based on single-member constituencies, are not
much less likely to lead to the same result,

When this happens, a situation -of stalemate is apt to
arise. The capitalist parties cannot govern without the
toleration of the Socialists; and the Socialists cannot
govern without some measure of support, or at least
toleration, from some of the capitalist parties. But, if a
Socialist Government is formed under these conditions, it
finds itself in a position in which it is almost impossible for
it to take in Parliament any decisive step towards the
establishment of Socialism; and it has either to refuse or
resign office or to consent to form a Government under
conditions which will involve it in working for the mainten-
ance and prosperity of the capitalist order. But a Govern-~
ment which sets out to maintain a system in which it does
not believe is not likely to govern well. For the worst of
all policies may easily be the absence of any clear policy at
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all, or at all events of any attempt to put a coherent policy
into effect. _ :

This difficulty, of course, constitutes the strength of the
Communist case against Social Democracy. The Com-
munists argue that such a confusion can be resolved only by
revolution, and thatno party which does not work definitely
for revolution can be regarded as truly Socialist. But,
whereas the Communists were able to assume power in
Russia because under the far less developed Russian
capitalist system there existed no strong and coherent
intermediate classes capable of offering effective-sesistance
to their dictatorship, this situation is by no means répro-
duced in the countries of Western Europe. The Communists
have always opposed the idea that revolutions can be mad
by minority coups d’état against the opposition of a majorit
of the people. Their propaganda is designed to convinc
the majority of the necessity of revolution, or at least t
secure the adhesion of the majority to the policy advocated
by a revolutionary minority as against the existing order.
But what is to happen if there is noreal chance of securing the
support of a majority for a revolutionary policy ? In post-
war Germany the Social Democrats had little chance of
securing a clear majority over the combined bourgeois
parties, but assuredly the Communists had even less.

In these circumstances the Communist policy has in
effect amounted to the pursuance of revolutionary agitation,
not with the object of an early establishment of Socialism,
but rather with that of stirring up a revolutionary conscious-

, ness among as large as possible a section of the proletariat,

and then waiting for the capitalist system to dissolve into

such chaos as will lead the majority to rally at last to any
cause that offers the prospect of an effective reconstruction
of society. But this policy of constantly using revolutionary
Phraseology and at the same time postponing indefinitely
- the day of revolutionary action is exceedingly difficult to
carry on effectively in any country which can still make the
capitalist system work without positive breakdown, and
possesses even to a limited extent the liberties of speech and
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writing. Communism thrives most on repression—at all
‘events when it is not too efficient ; and the Governments of
the Western capitalist countries, except when they find
themselves plunged into extreme economic difficulties, have
far too much the habit of toleration to become repressive in
the degree required. If Communism does become a practic-
able policy for Germany, it will be above allHitler whom the ~
Communists will have to thank. Neither in Great Britain
nor in France, nor in the lesser countries of Western Europe
which have preserved the forms of parliamentary govern-
ment and are able to carry on despite the slump without
positive economic disaster, is the Communist policy capable
of enlisting a sufficient degree of support to make it really
formidable. .

The real question, then, is whether in these countries’
Socialism, as distinct from Communism, can escape from
the paralysis which has overtaken it, and devise a workable
policy of peaceful and constructive change. If it cannot,
the situation in Western Europe is likely to be one of stale-
mate. For it is highly improbable that Capitalism, even
though it has shown itself able to climb some way out of the
world depression of the early ’thirties, can reconstruct
itself successfully so as to be proof against even more
disastrous slumps in the future; and there is no sign at
all that a plunge into Fascism can bring with it any remedy
for fundamental economic troubles. For Fascism in its
actual working out in the economic field amounts to a
bolstering up of the forces of Capitalism by political means;
it does not alter any of the essential features of the under-
lying economic situation. The difficulties which confront
Capitalism under a constitutional régime confront it no
less when the political system has passed under Fascist
control. There is no real way of escape from the present
dilemma of Western Capitalism save through the establish-
ment of a Socialist system. For there is no way, short of
Socialism, of releasing the pent-up forces of productivity,
by making plenty, instead of scarcity, the object of economic
action.
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If, however, the Socialists are to be successful in estab-
lishing Socialism, they will have to show far higher qualities
of imagination than they have so far displayed in the coun-
tries of Western Europe since the war, For they will have
not only to rally behind them the support of the great
majority of the manual workers, but also to enlist on
their side an appreciable fraction of the intermediate classes,
and above all of the technicians, administrators and pro-
fessional men who occupy so important a position in-the
advanced economic and social systems of Western Europe.
They are likely to achieve this result only if they can devise
and impress upon the minds of the electorate proposals
for a tramsition to Socialism which look competent and
business-like as well as thorough-going. It does not in a
propagandist sense pay the Socialist parties to look moder-
ate; for if they try to convince the electorate of their
moderation they only succeed in convincing it of their lack
of will to establish Socialism. They then fall between two
stools, gaining the confidence neither of the capitalists, who
naturally prefer a Government which believes in the
capitalist system, nor of the conscious and active section of
‘the. wq-king class, which wants a constructive Socialist
polity. But neither does it pay them to look extreme, if
their extremism also looks incompetent and irresponsible
to those sections of the population which, though they

. feel no attachment to Capitalism, have nevertheless, under
the existing system, something to lose. For the large
intermediate groups which exist in all the Western societies,
while they may be fully prepared to contemplate a change
to a Socialist system, are by no means prepared to support
any movement that seems more likely to produce chaos
than a new order, That is why the most vital task for the
Socialists of Western Europe at the present time is the
devising of well-considered and practicable plans for the
speedy socialisation of the vital parts of the capitalist
machine, on lines which promise to the competent technician
and administrator expanding opportunities for useful and
responsible service within the new system. These servants
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of Capitalism are conscious already of the disorder into
which Capitalism has fallen, and of the restrictions upon
their opportunities which the decline of Capitalism and the
. reign of scarcity involve. They are prepared to listen to an
alternative gospel if only it can be put to them in such a way
as to sound workable and workmanlike. But they will
only recoil from it if it seems to them to be animated merely
by idealistic intentions, and not by an effective will to per-
formance. They will not face chaos in the pursuit of an
elusive ideal.
In order to satisfy ﬂllS need, the Socialist parties of
. Western Europe will undoubtedly have to break away to a
great extent from the traditions which have developed
within them during the past thirty years. They will have to
be prepared, not for the adoption of dictatorship on either
the Russian or the Italian or the German model, but for a
drastic reshaping of parliamentary methods of procedure,
50 as to adapt the parliamentary system to the requirements
of rapid, but still constitutional, change simultaneously
over a wide field. They will have, in addition, to abandon
the hope of offering to their followers a rising standard of
life merely by improving the social services or the conditions
of labour without making any frontal attack upon the
capitalist system. For they will have to recognise that a
capitalist system in difficulties, dominated by an intense
competition to lower costs in order to hold its place in the
markets of the world, is in no situation to offer either
higher wages or a larger taxable capacity. The Socialism
which consisted chiefly of proposals for transferring sums
out of the incomes of the rich to make up the incomes of
the poor, without any radical change in the economic
system, ceases to be practicable as the difficulties of
Capitalism accumulate. It has to be recognised that the’
root problem of to-day is not that of taxing the rich, but
that of ensuring that the greatly expanded resources of pro-
duction which are at the disposal of mankind shall be
effectively utilised for the production of wealth, and that
this can be accomplished only by the supersession and
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replacement of Capitalism as a mode of production. In fine,
Socialism, if it is to rescue the world from its present
disasters, will have to master the art of being at once
thorough-going and eminently reasonable. It will have to
learn how to play the political game without yielding to the
temptations of ineffectual compromise which the political
game involves.

For the Labour movement, which came into being as a
movement of protest and defence against Capitalism at a
time when Capitalism was still advancing towards new
conquests, and was still able to promise an improving
standard of life, has now lived on into a period in which
the capitalist system is no longer well adapted to furthering
the development of the resources of production, but is
everywhere acting as a clog upon the use of men’s greatly
increased productive power. In the nineteenth century
© there was room for a Labour movement as an instrument
of defence under Capitalism, but there was no real chance
of the Labour movement attaining to power because the
possibilities of capitalist development, so far from being-
exhausted, were still largely unexplored. In the twentieth
century the situation has radically changed. The great
age of capitalist development is over; the capitalist system
has grown unadventurous and restrictive in its economic
habits; and the world is ripe for an experiment in new
social and economic methods.

1t is, however, hard for Socialist parties and for Trade
Unions, which grew up and developed their propagandist
technique within conditions which are now disappearing,
to adapt their policies and appeals to the new situation whick
confronts them. They have become used to thinking of tb
capitalist system as something which can be squeezed a®
is well able to grant constantly fresh concessions if on‘ :
sufficient pressure is applied to it. ‘They are slow to realis
that this necessary condition for the success of an evolu-
tionary policy of social reform no longer exists, and tha
Capitalism is not merely reluctant but positively unable tc
concede continued progress along the old lines. The
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Labour movement in every advanced country has to trans-
form itself from an organisation working within the assump-
tions of Capitalism—whatever ideals for the supersession of
Capitalism its leaders might hold, purely as ideals—into a
force prepared in the immediate future to deliver a frontal
attack upon capitalist domination, and to assume the re-
sponsibility of setting up a new economic order in the place
of the profit system. It is not surprising that everywhere
this transformation is difficult to bring about, or that the
older leaders of the Trade Union and Socialist movements
find difficulty in adapting themselves to the new conditions.
The question is whether fresh leaders who can adapt them-
selves will arise in time, and thus make the advent of
Socialism politically possible, If they do not, then, through
whatever throes of Fascist and other dictatorships the dying
capitalist system may pass, I can see no prospect either of its
effectual reconstruction or of the coming of any superior
order to take its place. I can see only the prospect of a
dissolution of the civilisation of Western Europe, in which
not only Capitalism but all those cultural values which
men ought to be able to hand on unimpaired from the
existing to a more advanced economic system will be lost,
and mankind in Western Europe have to begin again a
climb up out of sheer disaster not less painful and protracted
than that earlier recovery from barbarism which we call
the birth of the Middle Ages.



1

THE EVOLUTION OF LABOUR POLITICS IN
GREAT BRITAIN :

He who would understand the developments of the British
Labour Party must first know something of the background
of British political life. For the late arrival of Labour and
Socialism as a political force in Great Britain is-due mainly
to the political environment in which the British Labour
movement grew up. The British Labour Party was not
founded—under its earlier name of the Labour Representa~
tion Committee—until 1900, and did not assume its present
name or put forward its full claim to rank as an independent
political party until 1906. Even its immediate forerunner,
the Independent Labour Party, was not founded until 1893,
Yet more than gnce during the previous sixty years the
British working-class movement had seemed to be on the
point of creating a political party of its own. The Chartists
came near to this in the decade subsequent to the Reform
Act of 1832; and in the years which followed the second
Reform Act of 1867 the Trade Unions, profiting by the new
enfranchisement of the urban artisans, seemed within a very
little of constituting, through the Labour Representation
League of 1869, a party of their own very similar in structure
to the Labour Party as it exists to-day.

The reason for these repeated failures is to be found, on
the surface, in the conditions of British political life and,
beneath the surface, in the social and economic structure of
British society. During the greater part of the nineteenth
century, there existed among the British middle classes
Radical elements disposed, and strong enough, to make a
substantial bid for a considerable measure of working-class
support. Again and again, the attempt to build up a stable

_political movement based upon the working class broke
lown in face of the ability of these middle-class groups to
flraw large sections of working-class opinion after them-

74
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selves, in pursuit of immediate policies that could be most
easily realised by the method of class-collaboration. In the
struggle which preceded the first Reform Act of 1832, the
contest for leadership was already evident. The middle-
class Radicals who pressed the aristocratic Whigs reluctantly
to take up the cause of Parliamentary Reform appealed to
the workers to supply the pressure needed both to keep the
Whigs to the strict path of duty and to break down the
obstinacy of the Tory House of Lords. And the main
body of working-class opinion, headed by William Cobbett, -
while it hated the Whigs and acutely disliked and distrusted -
the middle-class Radicals, was constrained to become their
ally because it saw that only an alliance of classes would
avail to get any real measure of Reform enacted in face of
the opposition of the established ruling class. While, how-
ever, this became the dominant working-class view, there
were already, in the National Union of the Working Classes
and in other Radical bodies of working-class composition, -
strong protests against the alliance with the middle classes,
and asseverations that the workers would achieve nothing as
long as they allowed themselves to be led along at the coat-
tails of the parliamentary Radicals. Henry Hunt, the
famous * Orator » Hunt, was the chief mouthpiece of this
section; and associated with it were many workers
who were soon to take an active part in the Chartist
crusade,

The Reform Bill, after riot, successive parliamentary
crises and even threats of revolution, at length became law
in 1832; and the workers, who had done much to secure its
passage, found themselves still voteless and almost voiceless
in Parliament. Cobbett and a very few others alone ex-
pressed their point of view in the reformed House of
Commons; and the early legislation of the new Parliament
—especially the Poor Law Amendment Act of 1834—was
even more unpopular with the workers than that of its un-
reformed predecessors. The long reign of the new British
oligarchy had begun., The reformed Parliament was indeed
still predominantly aristocratic in composition; but the
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Britishupperclasses had widened their ranks to admit thenew
rich of the Industrial Revolution. In this they were, in
effect, only continuing an age-long process. In the seven-
teenth and eighteenth centuries, and earlier still, what dis-
tinguished the British from Continental aristocracies was its
openness to new men, Eighteenth-century Britain had
readily, by land-purchase, preferment and inter-marriage,
promoted the rich merchant into the governing class. The
victory of 1832 opened the doors wide to the new industrial
employers. After 1832, anyone who was rich enough could
belong to the governing class.

Immediately, the effect of the Reform Act upon the
workers was a widespread disillusionment. During the
next few years they flocked into the Trade Unions, seeking,
under the inspiration of Robert Owen, to achieve by mass
industrial organisation what political action had seemingly
failed to secure. But the Grand National Consolidated
Trades Union, growing swiftly beyond its strength and
forced into premature conflicts over an impossibly wide
front, was crushed in 1834; and out of its ashes arose the
Chartist Movement. :

Chartism was the first large-scale venture of the British
working class into independent political action. In its
ranks were, of course, many who were not proletarians, and
these included some of the outstanding leaders, such as
Feargus O'Connor. But the entire movement was pre-
dominantly working-class in tone and temper, and also in
local leadership. It sought Radical parliamentary reform
as the means to economic ends, and drew its main body of
support from the industrial proletariat of the North, the
Midlands and South Wales. Its local leaders were largely
skilled artisans—the intelligentsia of . the working class;
and their followers were mainly the depressed factory
operatives of the new industrial districts, and the still more
distressed handloom weavers and other groups of workers
whom the competition of the machine was driving to
desperation and blind revolt. For a few years, Chartism
had behind it almost the solid support of the British working
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class; but thereafter, in the eighteen-forties, it gradually
broke up and, in the "fifties, almost died away.

The explanation of this decay is two-fold. It happened
partly because Chartism was, from the outset, attempting
the impossible. The time was not ripe for the realisation
of the Chartist demand for Universal Suffrage—much less
of the economic programme which gave this demand its
driving force. The new governing class, recently seated in
authority, and strong in its fusion with the more mercantile

“elements in the old governing class from which it had
wrung the concession of Reform, was much too sure of its
own prowess and power of achievement, and much too
strongly entrenched, to be even shaken by a movement
based on the support of the working classes alone, The
Chartists could never make up their minds whether to
be revolutionaries or constitutional reformers; and their
difficulty arose mainly from the fact that neither policy
really offered any prospect of success. The workers were
too weak, in face of the powerful and now unified govern-
ing class that was ranged against them, either to make a
revolution or to force the Reformed Parliament to reform
itself again so soon by merely peaceful agitation. Chartism,
as a movement, was doomed from the outset to fail in
accomplishing that which it set out to achieve.

Thissituation gave an alternative policy to that of Chartism
its chance. While the governing class was united in its
opposition both to further constitutional changes and to the
economic aims of the Chartists, there was, both within and
without the Reformed Parliament, a body of middle-class
Radical opinion which regarded the victory of 1832 as only
the prelude to far more drastic reforms. This group was,
for the most part, not opposed to a further extension of the
franchise, on the lines of Household Suffrage, designed to
admit an upper stratum of the working class to a share in
political influence; and some of its members were prepared
to go the length of * Complete,” or Manhood, Suffrage.

- But the group as'a whole was not disposed to make the
further reform of Parliament the main plank inits platform.

¢
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It attached much more importance to persuading or driving
Parliament, as it then was, to adopt the economic policy
favoured by the industrial employing class. Immediately,
it concentrated its demand upon Free Trade, desiring the
removal of all restrictions, but fighting the battle of Free
Trade in general under the special form of an attack upon
the Corn Laws, because in that form its policy was capable
of rallying the widest support. The National Anti-Corn
League, founded in 1839, at the very moment when the
first Chartist Convention was in session, became the
leading propagandist agency of the middie-class Radical
movement.

To the underfed workers, the programme of the Anti.
Corn Law League necessarily made a strong appeal. As
the strength of the obstacles in the way of the Chartist
policy were more fully understood, very many of the workers,
especially in the North of England, turned away from the
agitation for the Charter and began to follow after the
League instead. John Bright, Richard Cobden and other
. middle-class Radicals who were behind the Anti-Corn Law
movement seemed, after all, in contrast to the Chartists, to
be seeking an immediately practicable change, instead of
wasting time and energy on merely impossibilist aspirations.
Therefore, as the Chartists, in the consciousness of defeat,
began to quarrel with one another in an attempt to assign
the blame, the exodus from the Chartist ranks quickened;
and the effective leadership of the main body of working-
class opinion passed more and more into the hands of the
middle-class Radicals. This happened, although the
Radical leaders plainly stood, above all else, for the free
development of industrial capitalism and the fullest scope
for the policy of individualism and laisser-faire. So remark-
able a wolte-face in working-class opinion was possible

. because, on the surface, the fight was not for these things,
but for the free breakfast-table and against the extortions
of the landlords. But the effect was to range the workers
largely on the capitalist side; and when in 1846 Bright and
Cobden and their followers secured the repeal of the Corn
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Laws at the hands of the Conservative Prime Minister, Sir
Robert Peel, their victory symbolised the complete triumph
of the industrial employers over the old aristocracy on the
one hand, and over the rebellious wage-carners on the
other,

It is necessary to understand that, all this time, and indeed
until the second Reform Act of 1867 altered the entire
political situation, the middie-class Radicals practically
formed a third party in the British Parliament, normally
acting in independence of both Whigs and Tories, and
throwing their weight into either scale as suited their policy
best. The Whig party of the period between 1830 and 1867
must not be confused with the Liberal party of the later
Victorian era, into which it was merged. Within a year
or two of the Reform Act of 1832 the Radicals had already
begun to assert their independence; and they continued to
occupy at least a semi-independent position all through the
subsequent decades. On the whole, this policy of independ-
ence served them well. It was the Tory, Peel, who abolished
the Corn Laws, though he broke his party in doingso. The
middle-class Radicals, by keeping their independence, were
in a position to bring pressure on the Tories as well as on
the Whigs. :

From the collapse of Chartism until about 1860 working-
class political sentiment, as a distinct influence, languished,
though it never died. Meanwhile, under the driving force
of the developing industrial system, the work of Free Trade
was being completed ; but Parliamentary Reform appeared
for some time to be dead as a political issue. Under the
leadership of Ernest Jones, who had succeeded O’Connor,
the Chartist movement did its best; but few heeded the
Chartists after the fiasco of 1848.

Working-class activity was mainly devoted to building
up Trade Unions and Co-operative Societies on a stable
basis among the more skilled and better-paid workers. Co-
operation grew steadily from the foundation of the Rochdale
Pioneers’ Society in 1844 ; and Trade Unionism established
itself firmly on craft lines from the establishment of the
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Amalgamated Society of Engineers in 1851. The Co-
operative Societies, however, kept for the most part wholly
away from politics; and the new Trade Unions at first
followed the same course,

Not until after 1860 was a change to be plainly observed.
Thereafter the agitation for parliamentary reform began
anew; and from about 1864 the Trade Unions began to take
a leading part in it, urged thereto by their desire to secure
the amendment of the laws relating to Trade Unionism and
conditions of employment as well as by Radical political
feeling. 1In this struggle, the Trade Unionists found them-
selves once more in alliance with the middle-class Radicals;
and there was an active contest between the two groups for
the leadership of the agitation. But in 1865 the death of
Lord Palmerston, the old Whig leader, who had been the |
inveterate opponent of Reform, opened the way to the con-
version of the Whigs to some measure of wider enfranchise-
ment; and the Tory leader, Disraeli, fearing that the effect
of allowing the Whigs to pass a Reform Bill would be to put
them securely in power, allied himself temporarily with the
Radicals to turn out the Government, and proceeded to
pass the Reform Act of 1867, which at length conferred the
franchise on the urban artisans.

In adopting this policy of * dishing the Whigs,” Disraeli
was attempting two things. He was bidding against Glad-
stone for the support of the articulate section of the working
class; and he was at the same time limiting Reform to the
urban constituencies, 5o as to leave the country areas intact.
A Whig measure would almost certainly have included some
further enfranchisement of the rural population, including
the main body of miners outside the corporate towns. If
Reform had to come it seemed better, from the Tory stand-
point, to concede it in the boroughs, where alone the
demand was too strong to be resisted, than to have it forced
by the Whigs over the whole country. Disraeli, in carrying
the Act of 1867 with Radical aid, succeeded in the second
of these objectives, even if he failed in the first.

This Act, which enfranchised many more citizens than
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the more famous measure of 1832, altered the entire political

situation., Whigs and Tories alike had to transform their

social policy in order {o appeal to the new electorate; and -
for a decade the two parties vied with each other in passing

Factory Acts, Mines Acts, Housing Acts, Trade Union

Acts, and all manner of social and economic reforms. It.
was in this period that the Radicals fused themselves finally

with the old Whig party, which emerged, under Gladstone’s

leadership, as the Liberal Party, and proceed to outbid the

Conservatives for working-class support. From 1867

politics assumed a quite different shape, and the two-party

system dominated British political life.

The Trade Unions had carried on the agitation for the
Reform Bill through an ad hoc organisation called the

" National Reform League, which was largely based on Trade
Union support and contributions. On the morrow of their
success they replaced this body by the Labour Representa-
tion League (1869)—an organisation formed definitely in
order to promote the return of working-class candidates to
Parliament. Trade Union candidates had already appeared
at the election of 1868—<chiefly - under the auspices of
Robert Hartwell’s and George Potter’s London Working
Men’s Associgtion; and in 1874 the movement scored its
first election successes, and two miners’ leaders—Alexander
Macdonald and Thomas Burt—were returned to the House
of Commons, :

These, it will be remembered, were the years of the
activity of Marx’s International Working Men’s Association,
which had its headquarters in Great Britain, though it was
never of more than minor importance in the minds of the
British Trade Union leaders who figured largely upon its
General Council. They were also years of great and in-
cessant Trade Union activity, of many strikes, and of a very
rapid increase in Trade Union membership—all in some
degree the fruits of a period of rising trade and industrial
presperity. In one matter after another the*frade Unions
won concessions—recognition of their associations from
both Parliament and the employers, substantial rises in



82 SOCIALISM IN EVOLUTION

wage-rates, and an important body of protective social and
industrial legislation. But, as the eighteen-seventies ad-
vanced, the prosperity broke and dissolved. The great
world fall in the price level began, and ushered in, for Great
Britain, the series of commercial depressions which marked
the next dozen years. Trade Union membership ebbed,
strikes were lost and wages fell ; and the Trade Unions had
much ado to maintain their hold at all, by following a
strictly pacific and defensive policy based on the fullest use
of conciliation and arbitration that they could get the
employers to accept. Among the less'skilled workers who
had been drawn into the movement in the years of prosperity,
Trade Unionism practically disappeared ; for only the craft
Unions of the skilled workers, with the stabilising inflience
of friendly benefits to support them, were able to hold their
members in the bad times. In this period of depression the
rising political force of Trade Unionism was practically
swept away. Allied with the middle-class Radicals up to
1867, the working-class political movement had never
sharply differentiated itself from them on grounds of
principle. The Labour Representation League had never
distinguished clearly between the creation of an independent
political movement and the mere return to Parliament of a
certain number of working men, pledged to common action
on Trade Union and kindred matters alone. It had aimed
less at the creation of a distinct party than at following the
precedent set by the middle-class Radicals in capturing the
anti-Tory nominations against the Whigs ir as many con-
stituencies as they could. ‘Though the League’s candidates
were sometimes forced to fight as third-party candidates,

they usually did this only in order to strengthen their claim-
to be given a free run against the Tories in certain working-
class areas. As long as trade remained good and Trade
Unionism strong, they behaved in practice largely as an

independent group. But when bad trade had taken the

fight out of tht Trade Unions, the Trade Union and Labour

candidates either disappeared, or were virtually absorbed
into the Liberal Party, which still seemed to many of them
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to offer the promise, under Gladstone’s leadership, of
following a broadly popular and democratic course.

The trade slumps of the *seventies and ’eighties put back
almost for a generation the political growth of British
Labour. Liberalism permeated the Trade Unions, in cor-
respondence with their changed policy of conciliation and
collaboration with the employers; and the Labour Repre-
sentation League lost its real Trade Union basis, became a
mere adjunct to the Liberal political machine, and finally
died silently away by about 1881. The new birth of work-
ing-class political activity came from a quite different
direction; and so far were the Trade Unions from being
concerned in it that its initial attacks were very largely
directed against them and their tame acceptance of a Liberal
policy, even though Liberalism had ceased in the years of
depression to offer them anything in return for their
continued support.

In 1881 Henry Mayers Hyndman, a2 middle-class Radical
journalist, founded the Democratic Federation, with the
aim, which he expounded to Marx’s somewhat sceptical
ears, of reviving the Chartist agitation in a form suited to
the changed conditions of the time. He hoped to build
largely upon the Liberal and Radical Working Men’s Clubs,
then very strong in the industrial districts, and to detach
them from their allegiance to Dilke and Chamberlain and
the Radical wing of the Liberal Party; butin fact he secured
only a small body of adherents. At first the policy of the
new Federation was very nebulous, Land Nationalisation
being the only feature in it with any Socialist tendency.
But Hyndman himself was in process of conversion to the
full gospel—as he understood it—of Marxian Socialism,
then strongly reviving in Europe with the re-creation of
Socialist parties ; and most of those who joined the Federa-
tion were, or speedily became, Socialists in a more or less
Marxian sense. By 1884 the conversion was complete;
the Democratic Federation changed its name to Social
Democratic Federation, and adopted a Marxian Socialist
basis and a collectivist programme. But barely had it done
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this when a split occurred. Next to Hyndman the leading
member was William Morris, the famous poet and crafts-
man, who had come over from Liberalism to the Socialist
doctrine. Hyndman and Morris quarrelled, and before the
year was ended, Morris and his followers had seceded from
the S.D.F. and founded a rival body, the Socialist League.

Amid the confusion which accompanied this quarrel, it
is none too easy to disentangle the essential issues. But the
most important dispute undoubtedly centred round the
question of parliamentary action. Hyndman and his
group wished to make the S.D.F. a political party, contest-
ing parliamentary seats, whereas Morris and his followers
were definitely hostile to this; some of them because they
were revolutionaries and did not believe at all in parlia-
mentary action as a means to Socialism, and others because
at the least they considered that the Federation should
confine itself to Socialist propaganda uatil its followers had
become strong enough for its candidates to make a tolerable
showing at the polls.

During the next few years the two bodies carried on their
propaganda side by side. Both remained small, but for a
time the S.D.F. gained considerably in influence when its
younger leaders placed themselves at the head of the un-
employed agitation which arose during the serious trade
depression of the middle ’eighties. It did not, however,
become nearly powerful enough to obtain any foothold in
Parliament, or to be a serious factor in any parliamentary
contest. The Socialist League, meanwhile, after doing
good propaganda work, especially in Scotland and the
North, was captured by Anarchist elements, Morris and his
followers then resigned from it; and before long, deprived
of their support, it died away to nothing, leaving the field
to the S.D.F. and to Hyndman as its acknowledged leader,
and to the Law and Liberty League, led by Bradleigh and
Annie Besant, which fought a great fight to uphold the
right of public meeting and procession against police and
governmental attack.

‘The S.D.F.’s great chance came in the years 1888-9,
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with the ending of the prolonged slump, and the rapid
revival of Trade Union activity which accompanied the
recovery of trade. The conditions of twenty years earlier
were reproduced. Once more members flocked into the
Trade Unions ;and among the recruits were many thousands
of the less skilled workers, who had dropped almost com-
pletely away from the movement during the slump. Among
the miners, seamen, dockers, railwaymen and many other
groups new Unions and Federations were formed, on a
militant basis and without the friendly benefits on which
the older Craft Unions had learnt to rely as the basis of their
stability, These new Unions were crying out for leaders;
and many of the younger members of the S.D.F. saw their
chance, and seized it.

The S.D.F. as a whole, however, could not and would
not adjust itself to the new situation. Hyndman’s outlook
and policy were exclusively political, and he had learnt to
regard Trade Unions as reactionary bodies,- hostile to
Socialism, from which no help could be expected. His
doctrinaire Socialism, expounded in purely theoretical
Marxian and political terms, without any real understanding
of Marx’s political attitude, aroused no sympathy in the
minds of the workers who were rallying round the new
Trade Unions and were looking for immediate and practical
remedies for their economic grievances. Hyndman held
the S.D.F. with an almost despotic sway; but the wider
movement; of which the S.D.F. might have assumed the
leadership, slipped rapidly from his grasp.

The way was thus left clear for the growth of a new move-
ment, more in harmony with the tone and temper of the
active working-class bodies which were everywhere rising
in revolt against the existing order. To fill this need it was
necessary to appeal to the main body of the workers on the
basis, not of a doctrinaire or theoretical Socialist faith, but
of an immediate programme of economic reforms, designed
té meet the demands of the new Trade Unions of the Iess
skilled workers. To a great extent the leaders of the new
Unionism in the industrial districts were men who had
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grown up in Liberalism, and had only fallen away from it
because it had failed to meet their economic claims. For
the reforming zeal of Liberals and Conservatives had faded
away during the great depression, and in face of the pro-
longed weakness of Trade Unionism there had been nothing
to call it back to life. The older Trade Union leaders had
for the most part become fixed in the Liberal creed, and had

- narrowed their aspirations lastingly to fit the conditions of
the slump. The younger generation was impatient of their
narrowness, and eager to take advantage of the oppor-
tunities presented by the revival of trade. But the new
leaders wanted, not theoretical Socialism, but immediate
economic reforms.

Already by 188% new bodies were springing up in many
localities with the purpose of giving the reawakened indus-
trial movement a means of political expression. Local
Labour Parties, Labour Leagues, Labour Councils and the
like were created, with the object of welding together
Socialists and New Unionists into a combined political
force. A Scottish Labour Party, with Keir Hardie among
its leaders, was founded in 1889. And at length, in 1893,
most of the local bodies joined together in a new national
society, to which they gave the name of the Independent

~ Labour Party. James Keir Hardie, who had come to the
front as the champion of the New Unioni$m among the
Scottish miners, was from the first its outstanding leader.
Hardie had been himself a Liberal. He had come round
gradually to a Socialist attitude ; but his Socialism remained
of a non-doctrinaire and practical type which appealed
strongly to the new generation in the Trade Unions.
Hardie seasoned his speeches with quotations from the
Bible and not from Marx. He appealed to the traditions
of Radical Nonconformity and not of Continental
Rationalism.

.With the coming of the Independent Labour Party, the
leadership of British Socialism passed definitely away from
the Social Democratic Federation, which lost to the new
body a good many of its active Trade Union adherents.
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But the I.L.P. had still an uphill struggle before it ; for when
its founders had taken the decisive step of forming a new
party, they had still to face the bitter hostility of the older
Trade Union leaders, and even their hold over the younger
generation was by no means yet assured. Moreover the
LL.P. had scarcely been formed when the wave of trade
prosperity ebbed, and a renewed slump set in. The New
Unions lost many of their members; strikes were again
fought and lost under adverse conditions; and before long
the older Trade Unionists were confidently prophesying the
speedy dissolution of the new forces, and a return to a
“sane ” policy based upon the Liberal-Labour alliance.
The group of a dozen or so Liberal-Labour Members of
Parliament consisted mostly of officials of the older Unions
of skilled workers; and between them and the new men of
the I.L.P. a fierce contest was waged. In 1892, on the crest
of the wave, three Labour men had been elected to Parlia-
ment as independents, but two of them—Burns and
Havelock Wilson—soon dropped away into a semi-Liberal
position, and Hardie, the only member associated with
the I.L.P., lost his seat at the General Election of 1895.

Meanwhile, a great struggle was proceeding year by year
at the Trades Union Congress. From the first, Hardie and
his friends realised that they had created a Labour Party
only in name, and that the one chance of becoming rapidly
a real force in the political life of Great Britain lay in secur-
ing the active support of the Trade Unions. Thus, after the
formation of the LL.P. on a basis of individual membership,
Hardie continued to work hard for his policy of the
* Labour Alliance.” By this he meant a definite electoral
alliance between the I.L.P., as a Socialist body, and the
Trade Unions—an alliance in which the Trade Unions
would bring to the aid of a combined working-class party
both their funds, based on mass contributions, and their
capacity to influence the votes of a large section of the
electorate. *

The battle was fought out at successive Trades Union
Congresses, with the greatest fury on both sides. Hardie
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and his supporters denounced the older leaders and their
reactionary policy in the name of Socialismn and working-
class independence, and were accused in turn of wrecking
and disrupting the Trade Union movement and of being
self-seekers out only for advertisement and for political
success. All through the 'nineties the struggle was pursued
with varying fortunes, but with the Socialists gradually
gaining ground. The return of trade prosperity completed
the victory; and at length, in 1899, the Trades Union Con-
gress agreed to join with the Socialist societies in promoting
the establishment, not indeed of a Socialist or Labour Party,
but of a Committee designed to promote the return of in-
dependent Labour candidates to Parliament, In pursuance
of this decision, the Labour Representation Committee was
formed in 1900. The S.D.F. and the Fabian Society, as
well as the LL.P., at first joined it ; but the S.D.F.soon with-
drew, on the ground that the L.R.C. had definitely refused
to commit itself to a Socialist policy.

‘When once the Socialists had got their way to the extent
of securing the formation of the L.R.C., the issue was no
longer in doubt. Gradually the Trade Unions became
members of the new body; and gradually the Socialists im-
pelled it towards both a Socialist policy and a clear declara-
tion of its status as an independent party. The process of
permeating the Trade Unions was not completed until the
Miners’ Federation, the leading supporter of the Liberal-
Labour group of M.P.’s, came over in 1909. But before
this most of the other important Trade Unions had joined
the new body; and the Labour Representation Committee
had both committed itself to a broadly Socialist policy, and,
after the General Election of 1905, had changed its name
to the Labour Party, and entered the political lists definitely
as a separate party with a comprehensive policy of its own.

In accelerating this change the Socialists were greatly
helped by the action of the law. In 1901 the Taff Vale
decision, following upon a strike of the railwaymen on the
Taff Vale Railway in South Wales, made Trade Union
funds liable for damages caused by industrial disputes, and
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thus endangered for all Unions the effective reality of the
right to strike. This decision of the law courts, totally
unexpected by Trade Unionists, rallied the entire Trade
Union movement in support of a demand for amendment
of the law, and caused more and more Trade Unions to
enrol in the L.R.C. In 1900 the L.R.C. had secured only
two members in the new House of Commons. In 1905,
fighting in most areas as the ally of the Liberals, but on an
independent platform of its own, it secured twenty-nine,
and to these were added in 1909-10 more than a dozen
miners. Moreover, the Liberals, who returned to power
in 1906 with an overwhelming parliamentary majority, had
pledged themselves to introduce a Bill to remove the obnoxi-
ous effects of the Taff Vale decision.

Liberalism, indeed, had itself undergone a change during
its long period of exclusion from office; and the Liberal
Government of 1906 speedily embarked on a considerable
programme of social and industrial legislation. But before
this there was a sharp tussle over the Taff Vale question,
ending in a complete victory for the Labour Party, and the
concession of the Trade Union demand for complete
removal of the offending decision. This was duly accom-
plished by the Trade Disputes Act of 1906—the Labour
Party’s first great Parliamentary success. For in 1906 the
Liberals had not yet taken the new party’s measure; and,
in the election, most Liberal candidates had pledged them-
selves to the complete reversal of the effects of the Taff Vale
judgment.

Soon, however, difficulties began to multiply around the
new party. The Liberals held so large a majority that they
could easily out-vote Labour and Conservatives together;
and for the most part their forward policy of social reform
forced the Labour Party into supporting them in the lobbies.

‘Before long the Government found itself at loggerheads
with the Conservative House of Lords ; and when the Lords
had thrown out the Lloyd George Budget of 1909 it decided
to appeal to the country for a modification of the powers
of the Upper Chamber. The Labour Party could not but
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support the Liberals on this issue; and at two consecutive
elections in 1910 the Liberal and Labour Parties fought
" virtually in alliance. Both elections resulted in the return
of the Liberal Government to office, but in such reduced
parliamentary strength that it now depended on the Labour
and Irish parties for its majority. A second difficulty then
beset the Labour Party; for, unwilling to turn the Liberals
out of power at the cost of risking the return of a Conserva-
tive Government, the Labour members found themselves
compelled to support the Government largely on its own
terms.
At this stage, when the question of Irish Home Rule was
beginning to dominate the political situation, the Labour
Party’s attitude was again complicated by a decision of the
Law Courts. In 1909 the House of Lords, in the Osborne
Judgment, decided that all participation by Trade Unions
in political action was contrary to law, though Trade Unions
had in fact been taking such action unchallenged for prac-
tically half a century. This decision, of course, threatened
‘the entire basis on which the Labour Party rested ; but the
Liberals were in no hurry to alter a state of affairs which,
as long as it was maintained, gave them a firm hold on
Labour support. The position of the Labour members of
Parliament was relieved by the introduction of Payment of
Members in 1911. But it was not until 1913 that an Act
legalising Trade Union political action under certain -
stringent conditions was at length passed into law.
Working under these difficulties, the Labour Party, in the
years between 1910 and 1914, was more and more strongly
criticised among its own followers for its dependent attitude
towards the Liberals and its failure to secure adequate con-
cessions in return for its support. These rumblings coin-
cided with a rapidly rising movement of industrial unrest,
which swept through the Trade Unions. Throughout the
first decade of the new century, prices had been rising, and
the movement of wages had not kept pace with the increase.
Strikes had been held in check up to 1906 by the effects of
the Taff Vale decision, and thereafter by the political twist
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given to the movement by the Labour Party’s electoral
success. But after 1910 industrial unrest grew apace; and,
against a background of increasing economic prosperity,
there was an outburst of strikes and a great increase in Trade
Union membership. This period of aggressive industrial
warfare lasted right up to the outbreak of war in 1914, and
was accompanied by a vigorous movement designed to
press the Labour Party to adopt a more independent and
militant attitude. Butin 1914 this controversy was abruptly
cut short by the war, which for the next four years gave the
entire movement a new turn.

"It is not my intention to pursue in any detail the history
of the British Labour Party during and after the World War.
It is necessary for the purpose of this sketch only to indicate
certain later developments in the barest outline. The out-
break of war at once produced a sharp cleavage within the
movement ; for, while the Labour Party as a whole gave its
support to the war, and from 1915 took part, through cer-
tain of its leading members, in the successive Coalition
Governments, the LL.P., itself a section within the party,
took up from the first a pacifist attitude. This involved
the resignation of Ramsay MacDonald from the
leadership of the Labour Party, and, for the time, robbed
the I.L.P. of influence in its counsels. The quarrel, how-
ever, was never pushed to the point of an actual split; and,
as the war passed through its changing phases, gradually a
new opposition, seeking a negotiated peace, developed
within the Labour Party. This new opposition rapidly
gained ground after 1917, when Mr. Arthur Henderson, °
after his return from Russia, left the Cabinet and placed
himself at its head ; and, in the later stages of the war, the
Labour Party, while it did not withdraw its remaining
members from the Government, passed in effect into more
and more definite opposition.

This was the situation in 1918 when, as the end of the
war loomed in sight, the Labour Party began to prepare
itself for the post-war struggle. Under Arthur Henderson’s
leadership, the party machinery was thoroughly recast.
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Up to 1918, the Labour Party was a purely federal organisa-
tion, consisting solely of its affiliated Trade Unions, Trades
Councils and Socialist Societies. A few of the local
Labour parties, which were similarly constituted on a
federal basis, had indeed admitted individual members; but
this was still the exception, and in most areas the only
means whereby an individual could associate himself with
the party, except through membership of a Trade Union,
was by joining one or another of the affiliated Socialist
bodies. The I.L.P., with its Socialist creed and policy,
was thus in effect the individual members’ section of the
Labour Party; for the Fabian Society was very small, and
had in most areas no local machinery of its own.

The new constitution of 1918 aimed at a complete change
' in organisation, The structure of the party was completed
by the rapid establishment of Local Labour Parties in
. almost every area in which none had existed before. Each
local Labour Party now had, in addition to its affiliated
branches of Trade Unions and Socialist societies, where they
were to be found, a separate individual members’ section.
Membership of this section was open to all—to Trade
Unionists who desired a closer connection with Labour
politics than mere membership of an affiliated Trade Union
involved, to members of the I.L.P. or any other affiliated
society, and to any unattached supporter of the Labour
Party’s policy who chose to pay the very small contribution
that was required, Armed with this new machinery, the
Labour Party in 1918 made its appeal to the electorate, no
longer as a mere federation of Trade Unions and Socialist
bodies, but as the party of ““the workers by hand and brain,”
ready to fight every seat and to take over the government
of the country if the voters would respond to its appeal.

Up to 1914, Labour had been definitely a third-party
group, with no thought of becoming the Government.
But the war-time cleavage in Liberalism had altered the face
of British politics, and the Labour Party now seized its
chance of becoming the principal Opposition party. For
this it needed a new programme as well as a new machine;
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-and in Labour and the New Social Order the party com-
mitted itself for the first time to a comprehensive programme
of evolutionary Socialism, covering the entire field of both
home and international affairs. Drawn up mainly by
Sidney Webb, Labour and the New Social Order registered
the completion of a process that had been going on from
the moment of the party’s birth—the acceptance of the full
policy of gradualist collectivism which the Fabian Society
had been preaching for the previous thirty years.

One important consequence of this change was to alter
fundamentally the position of the Independent Labour
Party in relation to the larger party which it had been
mainly instrumental in creating eighteen years before.
Keir Hardie’s notion of the * Labour Alliance * had been
that the I.L.P., as the Socialist section of the Labour Party,
should undertake the political education of the Trade
Unions, and draw them after it towards a full policy of
Socialism. The LL.P. was thus to form the left wing of the
party, taking care, however, to advance no faster than it
could persuade the Trade Unions to follow. But in prac-
tice, in'thesyears before 1914, the L.L.P, had come to play a
somewhat different part. Its most active leaders, apart
from Hardie himself, were MacDonald and Snowden ; and
MacDonald, as leader of the Labour Party during these
years, certainly could not be regarded as belonging to the
“left.” In effect, the I.L.P. had tended to become, not a
policy-making group of Socialists in advance of the Trade
Union leaders, but the individual members® section of the
Labour Party as a whole. In the absence of any provision
for individual members in the Labour Party itself, un-
attached supporters were disposed to join the LL.P,,
whether their views were moderate or extreme. The L.L.P.
leaders doubtless continued to think of themselves as up-
holding the banner of Socialism in a party not yet com-
mitted to it as a whole. But in practice this did not mean
very much,

The war, of course, altered the LL.P.’s relationship to the
rest of the party, but not so as to make its specifically
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Socialist character any the more clear. Opposing the war,
whereas the Labour Party as a body supported it, the
LL.P. tended to attract to itself pacifists of every shade,
from militant anti-war Socialists to conscientious opponents
of mass-murder who were hardly Socialists at all. As the
protagonist of the anti-war minority, the LL.P. could no
longer fulfil the function of serving the Labour Party as an
individual members’ section open to all; and the position
thus vacated by it remained unfilled until the adoption of
the new Labour Party Constitution of 1918,

After the war, the I.L.P. doubtless hoped to resume its
old status within the reunited party. But, in face of the
establishment of the local Labour parties on a basis which
required them to enrol individual members, this was no
longer possible. In Scotland, indeed, the I.L.P. was for a
time strong enough to render inoperative that part of the
new Labour Party Constitution which challenged its
monopoly ; but elsewhere local Labour parties began
actively recruiting individual members, and the LL.P.
found itself under the necessity of reconsidering its function
inside the Labour Party.

This, however, was not at all an easy matter; for the
L.L.P. was itself sharply divided in outlook. One section .
inclined towards Communism; and this group before long
broke away, and threw in its lot with the newly created
Communist Party of Great Britain. A second section,
headed by the best-known leaders, MacDonald and Snow-
den (Hardie having died during the war), was now.largely
in control of the Labour Party machine, and. would do
nothing that might embarrass the Laboir Party i pressing
on with its gradualist and moderate policy. In effect, this
section now preferred to work mainly through the Labour
Party machine, and desired to keep the LL.P. alive as a
convenient instrument for securing their own position in
the party, but by no means wished it to follow a left-wing
policy or to act as a * ginger group.” Between these two
extremes a third section held that the I.L.P. must become
definitely the left wing of the Labour Party, with a mission
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to convert it from a gradualist Fabianism to a policy of
* Socialism in Qur Time.”
. In the end this third group got its way. The Communist
wing seceded, and the MacDonaldites, without for the most
part renouncing membership of the I.L.P., became less and
less active in it. Its position in the Labour Party was
steadily undermined as the local Labour parties grew in
membership and activity; and it became more and more
unpopular with the Trade Union leaders. Nevertheless,
-with many vicissitudes, the uneasy alliance on until 1932,
when at length the LL.P., greatly reduced in numbers,
seceded from the “ Labour Alliance » which it had helped
tocreate,and becamea smallseparateparty of the left, poised
uneasily between the Communist Party and the left-wing
elements which preferred to remain inside the Labour Party.

Meanwhile, the Fabian Society also was fading away.
By 1918 its constructive work was finished. TFhe Labour
Party had adopted the Fabian policy practically en bloc;
and thereafter Mr. and Mrs. Webb, on whom the Society
had throughout depended for its driving force, preferred for
the most part to work directly through the party machine.
The Fabian Society did not die; but it ceased to make any
distinctive contribution to Socialist policy.

“The purpose of this essay has been to trace in broad out-
line the Gvelopment of Labour politics up to 1918. It
seemed necessary to add a few words in order to explain
the reactions of the new Labour Party Constitution of 1918
upon the LL.P. and the Fabians. But, apart from that, I
do not propose in this particular essay to carry the story
any further. In effect, I have been trying to explain how
it has come about that, whereas all over Continental
Europe Socialist Parties have grown up on a definitely
Marxian basis, with complete Socialism as their declared
objective from the outset, in Great Britain the course of
evolution has been entirely different. Hyndman’s attempt, -
in the 1880’s, to create a British Social Democratic Party
on the Continental model decisively failed. Keir Hardie’s
non-doctrinaire I.L.P., with & Socialist purpose but a social-
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reform programme, and not Hyndman’s S.D.F., won the
day; and Hardie, in alliance with the * New Unionists > in
1889, went on to create not a new Socialist Party, but a
“ Labour Alliance.” When the Labour Representation
Committee was set up in 1900, the Trade Union leaders who
joined it.were mostly not Socialists, but rather Liberals pre-
pared to collaborate with moderate Socialists in furthering
a programme of social legislation in the interests of the
working class, Gradually, the Trade Unions and their
leaders were brought to accept some sort of Socialism, ‘or
at any rate Collectivism, as their final objective. But this
process was not even formally completed until 1918; and
between 1906 and 1914 the Labour Party worked almost
continuously in practical alliance with the Liberals whom
Keir Hardie and the New Unionists had at one time so
vehemently denounced.

Nor, in:accepting gradualist Socialism as its objective,
did the Labour Party, even in 1918, really break away from
its pre-war tradition. The difference was that, whereas it
had been subordinate to Liberalism, the break-up of the
Liberal Party had given it the chance to become the second
' party in the State, and to make a bid for office. This
changed situation affected its attitude, but did not radically
alter its policy. It remained in practice the party of social
reform rather than Socialism.

Yet, as we have seen, the difference between the non-
doctrinaire British Labour - Party and the professedly
Marxian Social Democratic Parties of Western Europe was
not in practice very great. They used different languages;
but when it came to the point they behaved in pretty much
the same way, Indeed, Fabianism'influenced Continental
Social Democracy hardly less than British Labour. - It
seems as if, irrespective of the point from which the
travellers set out, all parliamentary roads led to gradualism.
Whether the Trade Unions dominated the party, as in
Great Britain, or the party the Trade Unions, as in Ger-
many, the practical upshot seemed, in 1918, to be much
the same,
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THE EVOLUTION OF JOINT S'fOCK ENTERPRISE

THE modern caf:oitalist age is the age of joint stock enter-
prise, and its outstanding achievement in economic organi-
sation is the joint stock company. Wherever Capitalism
appears and develops, the joint stock system develops with
it. There are differences in the company laws of the various
capitalist States, and some of these differences are import-
ant. But everywhere the essential institutions, by whatever
names they may be called and however they may differ in
secondary characteristics, are fundamentally the same.
The joint stock company, or corporation, is as central and
representative an institution of-the capitalist world as the
craft or merchant gild was of the medieval economic
system. :

Yet Capitalism did not invent the joint stock form.
There were enterprises which possessed the essential
characteristics of joint stock concerns long before modern
Capitalism was born. The joint stock company, moreover,
was a familiar and well established institution centuries
before the advent of modern power-production made it
indispensable for the conduct of ordinary industrial under-
takings. It was legally recognised, and in certain cases
politically influential in a high degree, long before what is
called the Industrial Revolution. The East India Company
and, later, the Bank of England were great political as well
as economic powers more than a hundred years before
Watt’s improved steam engine, or the great sequence
of inventions that revolutionised productive methods in the
metal and textile trades. But joint stock concerns, though
powerful and well recognised, were not the typical form of
economic organisation in the seventeenth and eighteenth
centuries, or even in the early decades of the nineteenth
century. Adam Smith’s dictum about them, with its ex-
ceedingly narrow definition of the purposes to which they
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were appropriate, has been quoted again and again; and
McCulloch, Ricardo’s foremost populariser, could repeat
Adam Smith’s judgment practically unchanged half a cen-
tury after the publication of The Wealth of Nations. Even
Marx, in 1867, largely underestimated, in the first volume of
Das Kapital, the significance of joint stock enterprise as an
instrument of economic evolution, though he was well
aware of the economic forces which were responsible for
its growth. Only in the latter half of the nineteenth cen-
tury did the joint stock company come thoroughly inte its
kingdom, and begin to reveal to the full its flexibility as a
form of economic organisation, and its influence on the
class-structure of the capitalist system.

These are the two aspects of the joint stock system which
this essay sets out above all to examine—its flexibility, and
jts influence on class-relationships. For it is in these two
things that its fundamental significance appears; and these,
more than any other of its qualities, are the clues to the

_understanding of its place in the world of to-day and to the
consideration of its future. They have enabled it to adapt
itself to the vastchanges whichhave takenplace in the under-
lying technical conditions of capitalist production during
the past fifty years, to make part of itself the phase of
economic imperialism upon which Capitalism has entered,
and above all else to counteract the tendency for the large
capitalist to eat up his smaller rivals by broadening the basis
of capitalist ownership, and by giving to Capitalism itself

. a bastard democratic form which has safeguarded it against

the onslaughts of nineteenth-century political democracy.
The rise of joint stock enterprise explains the great
paradox of modern Capitalism—its combination of an
extreme individualist theory with a no less extreme cor-
porative practice. The hero of the capitalist romances—
miscalled textbooks of economic theory—has been the
dauntless individual man of business, given free scope for
his spirit of enterprise in a world of economic liberalism.

The capitalist—the abstinent man who was not merely

abstinent, but also the supreme director of his own personal
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business of buying and selling, of getting things made, of
adding at once to his own wealth and to mankind’s—he, in
all his individual glory, was the final justification of the
capitalist system. The economists, and. still more the
tractarians who popularised their doctrines for the edifica-
tion of the masses, sang his praises above all other men’s,
and reposed in him their hopes of human progress. And
yet—their pindaric odes were hardly out of their mouths
when one by one their heroes, by the simple device of writ-
ing “ and Co.,” and then *“ and Co., Ltd.,” at the end of
their names, were metamorphosed into abstract beings, and
became capable of surviving mere bodily death. Singular
became plural; individual turned into association: yet in
such a way that the individual remained, and the hero of
business romance could wield his battle-axe not merely with
the strength of ten, but with the assimilated vitality of ten
thousand shareholders.

For Capitalism, in becoming collective, did not give up
its individualism. This individualism did, however, take
on new forms, appropriate, to the changing conditions of
production. The earlier capitalist exemplified in his own
individual person the twin virtues of enterprise and abstin-
ence. He forwent the amenities of life, not only in order
to put back every available penny of profit into his business,
but also in order to toil away personally at making it a
success. In the economic theory of this period the distinc-
tion, now familiar, between interest and profits, even if it
was realised, was stressed hardly at all. Naturally so; for
the typical capitalist of the Industrial Revolution was en-
titled to both—to profit as the reward of enterprise, and to
interest as the reward of abstinence. Why mind the differ-
ence, if both accrued to the same beneficiary—to the same
benefactor of the human race ?

The emergence in economic theory of the stress on the
difference between profits and interest coincides with the
division of the capitalist person. The * man of enterprise ™
survives as the first creative agent of capitalist production;
but at his side, feeding him with indispensable supplies of
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capital, is his faithful friend, the * man of abstinence * who,
by putting aside and investing a part of his income, enables
production to develop even if he takes no personal part in
its direction. It is a moot point at this stage which of these
two is * the capitalist ” par excellence: in effect they are the
two kings of an undivided kingdom. For, if the man of
enterprise cannot be enterprising without capital, neither
can capital be fertilised for its possessors save with the aid
of his ingenuity and drive, That was the theory of modern
Capitalism in its middle phase of development.

But, as time went on, the system did not stand still. The
investors, becoming a more and more numerous class,
loomed larger and larger: the man of enterprise, on the
other hand, lost stature as the scale of organisation grew
larger, and as the actual business of controlling large enter-
prises had perforce to be functionalised and divided
between a number of co-operating individuals. It looked
as if the investor, who provided the money, were destined
. to become all-important, and the man of enterprise, no

Ionger able to exercise a purely personal control, to be
reduced to the status of manservant to the corporate body
of investors.

This, however, could not happen; for the investor too
was changing his nature. Less and less did he stake his
fortunes on partnership with a particular man of enterprise,
or even in a particular concern. Aided by the device of the

- easily transferable share of small denomination, he took
more and more to spreading his risks, by scattering his sav-
ings among a host of different productive or trading enter-
prises. Heinvolved his fortunes lightly in many businesses,
deeply in none. Or, if he did not himself adopt this device
of spreading his risks, special agencies arose to do it for
him, Insurance Companies, Investment Trusts and other
typical institutions of modern * broad-bottomed * Capital-
ism, were eager to mediate between the * saver  and the
productive use of his money.

*“ Spreading,” great as are its virtues from the standpoint
of the individual investor, destroys collectively the investors®



EVOLUTION OF JOINT STOCK ENTERPRISE 101

power. For it means that the vast majority of those who
invest their money in capitalist concerns have neither time,
_nor ability, nor inclination to regard these concerns in any
other light than as mere agencies for the production of
surplus value. Shares and bonds in industrial enterprises
come to be mere certificates of claims to receive dividends
or interest, saleable at a stock market value varying with
business conditions and with the anticipated fortunes of
each particular enterprise. Their owners, entitled to attend
the company meetings and therewith by their votes to
appoint directors to administer the businesses, cease in
most cases even to consider the possibility of attendance,
or to regard themselves as in any way responsible for the
conduct of the enterprises which are legally their property.
This is natural and inevitable; for what collective influence
can possibly be exercised by a constantly shifting body of
shareholders, scattered far and wide, unknown one to
another, and for the most part utterly ignorant of the condi-
tions of the industry or the business in which their money is
embarked 7 Investors nowadays habitually buy and sell,
in their own minds, not shares in the ownership and
responsibility of a shipyard, or a steel works, or a chemical
factory, but claims to receive from these enterprises an
income, which may turn out well or ill. Occasionaily, a
scandal or a scare attaching to a particular company may
attract a large attendance at a shareholders’ meeting; but
as a rule the great majority of shareholders no more think of
attending a meeting than anatheist thinks of going to church.
In these circumstances, although the support of those who
have money to invest remains the indispensable basis of the
system of capitalist production, the persons who provide
the money for the most part cease utterly to count, in
relation to any particular business, as soon as they have
made payment for their shares. Modern Capitalism does
not become democratic with the growth of the investing
public, even to the extent to which democracy is compatible
with a system which accords votes to shares and not to men.
' It does not become democratic, even to the extent to which
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a select vestry, with cumulative voting, can be regarded as
an embryonically democratic institution. Its legal ** parlia-
mentarism,” its paper basis of representative government,
is a sham. It has no tendency, such as exists in political
representation, to develop towards democracy, in the sense
of a real evolution towards universal suffrage on the prin-
ciple of * one man, one vote,”

But if the suppliers of capital fail to take effective control
of Capitalism, the individual man of enterprise also suffers
a metamorphosis of his own, As we have seen, the growth
in the scale of business and the increasing technical com-
plexity of the processes of production combine to split up
the actual management of industrial enterprises more and
more among a number of specialists. The “ employer * of
the early nineteenth, century was thought of—though he
was not always so in fact—as the personal controller of a
productive business, in which he gave all the orders and
had practically the sole responsibility for success or
failure, with only workmen, supervised by foremen who
were little more than workmen, to carry out his orders.
But this sitwation could not last; it was more and more
altered, in two distinct and yet related ways, as the joint
stock systern became established as the essential foundation
of capitalist enterprise. At one end of the scale, the indivi-
dual employer began to turn into a co-operating group of
working directors; and at the other the hired * labour ”
force came to include a rapidly growing number of technical
specialists, managers, financial experts, buyers and agents,
whose status and remuneration were a long way above
those of the manual workers and of workshop foremen
and supervisors. In some of the largest-scale enterprises,
for example on the railways and in certain types of public
utility undertaking, the * man of enterprise,” administering
the business for his own profit, absolutely disappeared,
leaving behind him on the one hand almost functionless
directors who did not direct, and on the other general
managers and other high officials who conducted the busi-
ness as salaried employees. This latter evolution, towards
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control by salaried managers, went even further in Germany
thanin England ; for in Germany it was aided by the adoption
of a somewhat peculiar form of joint stock structure.

Thus the “ man of enterprise,” as he was conceived by
the early apologists of Capitalism, was resolved by capitalist
development into a number of separate elements. This
disintegration of the original entrepreneur went step by step
with the evolution of the joint stock system, which caused
production to be more and more set on foot and regulated,
not by individuals acting by themselves, but through large-
scale organisations, in which decisions were reached by the
joint cerebrations of a number of different persons, each
acting and thinking not merely as an individual, but as a
member of a co-operating group.

It would nevertheless be quite misleading to suggest that,
as a consequence of this evolution, the individual entre-
preneur disappeared, or came to exist only as a survival in
those sections of the business world where small-scale enter-
prise was able to maintain its existence. On the contrary,"
under the modern joint stock system the individual man of
enterprise was re-born, but in a new guise. He reappeared
in the joint stock system, not primarily as an employer or
organiser and director of the productive process, but as a
financier, concerned chiefly with the manipulation of capital
assets, and only in a secondary sense with the production
of goods and services.

For, though the form of joint stock enterprise is essen-
tially associative, the joint stock company or corporation
is in fact often an association only in form, and becomes,
the more readily because of the apathy and ignorance of
its members, the instrument through which a powerful
individual can exercise financial control. One man may
dominate many companies—may indeed throw off new ones
with the fertility of a spawning fish—giving to each the shape
and outward seeming of an independent association, while
he remains in fact absolute master of their destinies. Or
he may buy up controlling interests, and interlock company
with company by complicated shareholding arrangements,
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until the resulting tangle at once invites and defies graphical
presentation, '

Such instances are spectacular; and journalists love to tell
of the * mystery men * of modern high business who con--
trol countless millions, and fling out joint stock companies
over the globe as a sower sows seed. Certain types of
business lend themselves especially to this form of personal
domination—oil, armaments, public utility services (at any
rate in the United States) and above all merchant banking
in the broadest sense. But even these types of enterprise
usually turn associative, at any rate in the second genera-
tion; for with the passing of the great man his power falls
most often not to a single successor, but to a co-operating
group of lesser giants. Nevertheless, huge authority con-
tinues to be concentrated in the hands of a very few, who
wield together virtually absolute control over many more
millions of pounds or dollars than even they possess; for
there never was a device so favourable as joint stock to the
getting of centrol by the richer capitalists over the capital
of their poorer brethren. A company may have many
thousands of shareholders, and yet be no more than one
link in a chain of which the ends are securely held by one
man, or by a tiny group.

The vital point, however, is that the control which is
exercised in this way is often almost purely financial in its
nature. If, at one end of the joint stock system, the general
run of shareholders are interested in the concerns they
chiefly own only as sources of income, and not at all as
agencies for the production of goods, almost the same thing
may be said, at the other end, of the master spirits of the
business world. They too regard businesses as instruments
for the making of money, by way of dividends or of capital
appreciation, far more than as embodiments of a part of
the community’s power to produce the useful things on
which money is to be spent. Concern with actual produc-
tion passes from entrepreneurs on the one hand and
investors on the other to an intermediate class of salaried
managers and technicians, or to subordinate directors of
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main or subsidiary companies, who are often simply the
servants and executants of the financial Fiihrers who really
control high policy. '

That this is often bad for the community of consumers,
bad for the body of employed workers, and bad for the
general mass of investors, has often been pointed out.
For to regard productive agents merely as instruments for
the realisation of money-values often results in dangerous
distortions of vision and policy. Such an attitude lends
. itself to the ruthless shutting down of competitive under-
takings, without regard to the social or to the wider
economic consequences of the policy which is most attrac-
tive to the money-makers. It may result in the concerted
limitation of production, and to the holding up of prices,
atthe consumers’ expense. And it often leads to the rigging
and manipulation of the stock market values of securities
in ways which hit the inexpert mass of investors hard. For
in the ceaseless buying and selling of stocks and shares,
and above all in the flotation and disposal of new capital
issues, the insiders are obviously at an enormous advantage
over the general investing public, which knows much less
than it could know if it tried, but cannot in any case know
nearly enough to place itself on a footing of equality with
the giants of high finance.

We have, then, a system of Capitalism which has placed
by far the greater part of the major industries upon a joint
stock basis, so that the legal ownership of the plants con-
tained by them is widely—and coming to be more and more
widely—diffused, the management of the actual productive
processes largely in the hands of salaried subordinates, and
the control of high policy more and more concentrated in
the hands of a small number of individuals, who are much
more financiers than industrialists—much more manipu-
lators of monetary values than organisers of the production
of goods and services. This is the underlying character of
the joint stock system as it exists to-day; and we have now
to consider more closely the ways in which this remarkable
result has come about.
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It is common knowledge that in the eighteenth and early
pineteenth centuries the joint stock form of organisation
was regarded with a large amount of mistrust, not only by
economists such as Adam Smith and McCulloch, but also
by politicians and by business men. The South Sea Bubble,
and other incidents of a similar kind, had given joint stock
projects and projectors a bad name; and from 1725 they
had been definitely restrained by law. This did not abso-
lutely prevent the creation of new joint stock enterprises,
nor did it, of course, affect the position of such existing
recognised institutions as the East India Company and the
Bank of England. But it did mean that for a whole century _
of rapid capitalist development no new joint stock concern
could secure the recognition of the law unless it was brought
into being and obtained its authority by a special Act of
Parliament—a procedure possible only in rare instances
and adopted in practice only in the case of a limited range
of public utility undertakings. Apart from such special
creations by Act of Parliament, joint stock enterprises could
be, and were in great and increasing numbers, formed in
fact; but in the eyes of the law these enterprises
had no corporate existence, and were considered as
mere partnerships of a number of individuals trading
in co-operation,

This want of legal status had very serious practical dis-
advantages. It is the privilege of every modern joint stock
company to be recognised at law as an incorporated body
distinct from the members composing it, so that the com-
pany itself can sue or be sued in a court of law, and can take
action as a corporate body in any matter which falls within
the scope of its authorised activities, This valuable
privilege lies, of course, at the root of the entire recognition
of the limited liability of the shareholders; for, as long as
the company was regarded by the law as merely a number
of individuals acting in partoership, each individual, even
if he owned but a tiny fractional share in the company’s
property, was held to be personally liable without limit for
its debts. The recognition of the limited liability of the
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shareholders followed logically upon the recognition of
the company itself as possessing a distinct legal personality,
$0 as to be itself an owner of property distinct from that of
its members. The history of the evolution of the modern
joint stock system is bound up with the gradual admission
by Parliament and the courts of law of the legal personality
of companies which had previously been regarded as mere
trading partnerships of a number of individuals.

There were other grave disadvantages in the position of
those unrecognised companies which the needs of the
economic situation brought into being in advance of the
development of modern company law. For it was highly
inconvenient to have to treat a company as merely a num-
ber of individuals acting together, especially when the num-
ber of shareholders became considerable and the personnel
subject to constant change through the transference of
shares from one ownership to another. In the course of a
legal action brought against the individuals comprising such

. a company, the ownership of shares might alter, thus
offering occasion for all manner of legal quibbles about
‘whether a legal bill had been rightly drawn. Actions had
sometimes te be dropped and started all over again because
of such changes; and the use of the law courts for the collec-
tion of debts from an unrecognised company was always
a perilous, and was apt to be an extremely expensive, busi-
ness, much more profitable to lawyers than to anybody else,
As the development of the new industrialism increasingly
compelled businesses to adopt a joint stock structure, and
to appeal to a wider body of shareholders to supply the
larger masses of capital which the developing methods of
production required, the absence of legal recognition and of
corporate personality became more and more inconvenient.
It acted as a strong deterrent against the use of methods
which required 2 numerous body of shareholders, and it
powerfully discouraged investors from embarking their
money in any concern of whose success they did not feel
sufficiently confident to be ready to assume an unlimited
risk. It put obstacles in the way of the division of shares
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into units of small denomination, and of their transference
from one ownership to another. In fact, in the early years
of the nineteenth century the legal status of joint stock
companies came to be so much out of harmony with the
needs of the economic system as to put serious barriers in
the way of capitalist development,

Something was done in practice by the courts to mitigate
the consequences of complete refusal to recognise the exist-
ence of any joint stock body not expressly authorised by
statute. Gradually, by stages which there is no space to
describe in this essay, the now familiar device of the
*“ representative action ” was developed, and companies
were enabled to appear in the courts in the persons, not of
the entire body of their shareholders, but of representative
individuals selected as standing for the whole number of
co-partners. But the courts for a long time admitted this
type of action only with extreme reluctance, and subject to
many qualifications. Indeed, the “ representative action
obtained the degree of recognition which it has to-day, in
relation to all manner of unincorporated associations,
from golf clubs to philanthropic and propagandist socicties,
only after the corporate existence of such bodies as joint
stock companies and co-operative societies had been fully
admitted by statute, and rather as a reflection of changes
in statute law than as a spontaneous modification of com-
mon law doctrine.

Doubtless, full legal recognition of the joint stock system
would have been enforced sooner than it was by economic
pressure had it not been possible, in exceptional cases, for
large-scale enterprises to secure recognition by getting a
special statute through Parliament. This method could be,
and was, used where the need for a wide basis of share-
holding and the recognition of limited liability was most
evidently urgent. In a sense, the effective pioneers of the
modern joint stock system were less the old statutory trading
corporations, such as the East India and South Sea Com-
panies, than the bodies of commissioners who were set up
in the eighteenth century to make and administer the river
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improvements and the Turnpike Trusts through which a
more adequate system of transport was being gradually
evolved. Road and river comniissioners provided the model
for the organisations on a definite joint stock basis which
undertook, in the latter half of the eighteenth century, the
building of the canals; and the canal companies in their
turn passed on their structural form to the railways, which
above all other types of undertaking prepared the way, in
the first half of the nineteenth century, for the general re-
cognition of the joint stock form of industrial enterprise.
Public utility undertakings, such as gas companies and
water companies, also contributed, from the beginning of
the century, their quota to the growth of the new system;
and a further influence which made in the same direction
came with the rapid development of insurance. Moreover,
repeated epidemics of bank failures, especially among the
smaller country banks, made men realise the necessity for
giving a broader financial basis to the system of deposit
banking; and, rather later than insurance concerns, banks
began to pass over to a joint stock system, and the mono-
polistic position of the Bank of England, as the only
"English joint stock bank, disappeared, leaving it free to
develop for itself a new status as a Central Bank concerned
with the note-issue and the conduct of Government busi-
ness, and with serving as a “ bankers’ bank” and as a
* lender of last resort.”

- All the earlier developments in the field of transport and
the public utility services, which thus played a vital part in
the growth of the joint stock system, were made by the .
passing of special Acts of Parliament, each conferring a
defined status and -exceptional powers upon a particular
company. This was, indeed, in the first quarter of the
nineteenth century the only method available; but there
was also a special reason for it—one which has caused rail-
ways and gas, water and electricity companies, indeed
most public utility undertakings, to retain up to the present
time the special form of statutory or parliamentary com-
panies, with a status differing from that of the companies
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responsible for ordinary industrial production.  This
reason is that railways, canals, gas and water companies,
and similar public utilities, almost all need special powers
—for example, the right compulsorily to acquire land, or
to dig up the public streets, or to exercise a monopoly of
“supplying a particular service within a defined area. -These
‘and similar powers can be acquired only by statute; and it
is still necessary in most cases for any body which needs
powers of this sort to get them specially conferred upon it
by name by means of a distinct Act of Parliament—though
in certain limited cases Government departments have been
granted authority to confer such powers by a simpler and
less expensive procedure, A railway company or an elec-
tricity undertaking is still not a company incorporated
under the Companies Acts, but the creature of a special
statute of its own; and commonly such bodies as railway -
companies have to come back again and again to Parliament
for the amendment and amplification of their statutory
rights.

As the number of bodies applymg for such special statutes
increased more and more rapidly in the first half of the
nineteenth century, it was gradually seen to be desirable to
simplify the methods by which they could receive the neces-
sary powers. A precedent was found in the General In-
closure Act which had been first passed in 1801 and amended
later, so as to lay down standard provisions which could
be incorporated by reference into any special statute pro-
viding for the enclosure of a particular area of land. On
this useful precedent were based the * Clauses Acts ™ of

- 1847 and subsequent years—the Gasworks Clauses Act,
the Waterworks Clauses Act and a number of gihers,
embodying standard clauses which could be i mcorf yorated
by reference in the Acts dealing with partlcular under-
takings. This institution of legislation by reference. greatly
simplified and abridged parliamentary proceedings. \ ypdeed,
without it the congestion of parliamentary business\ yould
‘have become intolerable. Moreover, the effect was |
to standardise the structure and methods of operatio
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- the statutory companies, and thus to make it easier for the
- law courts to work out a system of rules and precedents
_ applicable to them, instead of having to settle each question
as it arose in reference to the detailed provisions of a par-
ticular private Act,
~ This method of securing incorporation by special Act of
Parliament was, however, available only in the case of
- undertakings falling within the sphere of recognised public
utility services. Parliament would certainly never have
agreed to grant the privilege of incorporation by Special
Act to an ordinary trading or manufacturing concern, nor
would it have been possible for most concerns engaged in
trading or manufacturing processes to incur the heavy
expenses involved in the promotion of a private Bill. But
the same conditions as compelled the legislature to recog-
nise the necessity for joint stock organisation of the public
utility services were coming through the first half of the
-nineteenth century to apply to an increasing number of
manufacturing concerns. It is true that the pressure for
incorporation was for some time less urgent in these cases
than in the transport and other public utility services; for
the typical manufacturing firm of the Industrial Revolution
remained small, and its conduct by an unincorporated body
of shareholders or partners was by no means out of the
question, Nevertheless by the second quarter of the nine-
teenth century the accumulating inconveniences of the un-
incorporated “ company ” had led to a keen and increasing
demand for some sort of legal recognition of the company
form of enterprise in manufacture as well as in transport
-and the public utility services. As we have seen, the
Bubble Act, which had prohibited the formation of joint
stock companies, was repealed in 1825; but it was not until
ten years later that anything was done to legalise the position
of the numerous companies which were actually inr opera-
tion. In 1834 the legislature took the first step towards the
formal recognition of joint stock concerns on a wider basis
by general Act of Parliament. In that year was passed an -
Act enabling the Crown by Letters Patent to grant to
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unincorporated companies the right under certain restric-
tive conditions to sue and to be sued in their corporate
names. But Letters Patent were not easy to secure, nor
were the privileges granted under the Act of 1834 very
extensive. Consequently ten years later came a further
Act, under which it was made possible for companies which
were in fact, though not in law, joint stock concerns to
obtain a certificate of incorporation without either a special
Act of Parliament or a grant of Letters Patent by the
Crown. This enactment of 1844 was the real beginning of
a general recognition of the joint stock system as indis-
" pensable for the conduct of ordinary types of business. It
recognised all joint stock companies which registered under
it as incorporated bodies, and thereby gave them a definite
status in the eyes of the law. Further amended three years
later, this Act remained for the next decade the basis of the
law relating to joint stock companies; and a large number
of companies took advantage of the privileges of registra-
tion, and many new companies were formed during this
period. :
The most vital privilege which is associated with th
modern stock system was, however, still withheld by the
legislature under the Acts of 1844 and 1847. 1In the modern
world the typical joint stock company is above all else a
limited company—that is to say, its incorporation takes
place on terms which carry with it the privilege of limited
liability for its shareholders. It had always been possible
for a company formed by special Act of Parliament to
obtain this privilege of limited liability by the terms of its
own Act, and it had been seen to be necessary that limited
liability should be granted in the case of those large con-
cerns which needed to raise their capital from a very numer-
ous body of shareholders. For it was recognised that, in
such enterprises, the shareholders could not be expected
to be willing to incur an unlimited liability in connection
with their relatively small individual investments. Rail-
way development, for example, would have been utterly
impossible on anything like the requisite scale unless the
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railway investors had received the protection of limited
liability, It was, however, for a long time held that this
privilege should be granted only in the most exceptional
cases, and that it would be a positive temptation to dis-
honesty to confer it upon ordinary trading enterprises.
The ordinary trading enterprise was still regarded as in its
essence rather a partnership of 2 number of individuals
actively engaged in the business than as a fully corporate
body whose existence and policy could be clearly distin-
guished from those of the individuals who owned its shares.
It was widely said that to grant limited iiability to the general
run of businesses would be to invite the formation of bogus
concerns, and to provide unnecessary opportunities for the
swindling of the suppliers of materials and machinery by
unscrupulous individuals. It was argued that, if a group
of men together undertook the risks of business, they ought
to be prepared, severally as well as jointly, to meet these
risks with their whole fortunes, and that the State ought not
to intervene so as to relieve them of any part of their
.liability. Before one parliamentary inquiry or commission
after another this question was argued out. Not until 1855
was Parliament at length convinced that the growth in the
scale of productive enterprise had made inevitable the
" extension from the transport and public utility services to
ordinary productive businesses of the full rights of incor-
poration, including the limited liability of shareholders.
The Act of 1855 therefore granted this right; and this
measure, as amended and consolidated in the better-known
Act of 1862, became the foundation of modern company
law. The privilege of limited liability was thus made
available to all business firms that cared to apply for it, and
the way was thus laid open for a tremendous extension not
only of the sphere of joint stock enterprise, but therewith
- of the possible fields of investment open to the possessors
- of capital in either large or small amounts. The granting .
of limited liability undoubtedly broadened very greatly the
basis of capitalist investment, and of Capitalism itself, It
is more responsible than any other single measure for the
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enormous growth of industrial investment by members
of the middle classes in the latter haif of the nineteenth
century.

The Act of 1855 was not, however, followed by any im-
mediate rush to form new companies. It took some years
for the scope and character of the new privileges to become
widely known, and it was not until the early ’sixties that the
really rapid extension of the joint stock system began.
But thereafter there was an exceedingly rapid advance.
At that time no tax was laid upon the authorised or issued
capital of companies, and accordingly firms were free to
announce an authorised capitalisation of any amount they
might choose without incurring any penalties or costs.
Only in 1891 was the system of taxing authorised capital
issues introduced, with the effect of deterring projectors
from announocing the formation of companies with a far
larger capital than they had any hope of raising, or even
any means of employing if it could have been raised.
This absence of any restraint upon purely nominal
capitalisation to some extent falsifies the figures showing the
number and capital of companies formed during the period
immediately after the Actof 1862. Inoneyear, forexample,
the figures are completely distorted by the formation of a
company with a nominal capital of millions, of which only
a few hundreds were ever subscribed. Only from
1891 onwards do the figures at all accurately reflect the real
amounts of capital which were being invested year by year
under the joint stock system.

1 do not propose to follow out the subsequent history of
the legislation dealing with joint stock companies through
all the many amendments which have been made since
1862. It suffices to draw attention to a very few outstand-
ing features of the joint stock system as it has developed
durihg the past seventy years. The original intention of
those who passed the Acts of 1855and 1862 was undoubtedly
that joint stock, in its new extension to all types of industries
and services, should still be confined to large-scale under-
takings. It was designed to apply only to businesses which,
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by virtue of their magnitude, needed to enlist the services
~of so large a body of shareholders as to make their conduct
without incorporation both difficult and inconvenient for
those who had dealings with them. But in fact, when once
the privilege had been granted, it was impossible to confine
it within these limits. There was nothing to stop any small
body of persons who wished to secure the protection of
limited liability, and to trade under a recognised collective
name, from registering their concern as a company, pro-
vided only that they were prepared to pay the small necessary
fees and expenses. For some time the use of the Company
structure by relatively small concerns was regarded as an
infraction of the spirit, though not of the letter, of the
Companies Acts; and what were called * one-man com-
panies ”* were regarded with especial public disfavour—
“ one-man companies *’ being those concerns in which a
single person really owned the business, but associated
with himself six dummy shareholders, each holding perhaps
no more than a single share in order to make up the mini-
mum of seven shareholders which the law required. Never-
theless, the number of * one-man companies,” as well as of
other small concerns, whose promoters elected to adopt the
company form, continued te increase; and finally, in 1907,
Parliament definitely registered a change of view by in-
cluding in the Companies Act of that year (and in the Con-
solidating Act of 1908) a clause which explicitly recognised
the right to form small companies with a limited number of
shareholders.

These small companies were henceforth to be d:stm-
guished from the general run of companies recognised under
the Acts. They were to be termed “ private companies ;
and they were even given certain privileges as against
* public companies,” in that they were not required to file
their balance sheets for inspection at Somerset House, but
only their list of shareholders, together with their Memo-
randum and Articles of Association. In return for this
privilege, which has turned out to be of great economic
importance, the private company is not permitted to have
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more than fifty shareholders, or to make any appeal to the
public to-subscribe to its shares. It must, moreover,
restrict the transfer of its shares, in order to enable it to
comply with the provision that the number of its shareholders
must not exceed fifty. For, if its shares were able to change
hands freely, it could have no control over the number of
separate hands into which they might pass.

This creation of the private company as a distinct form
turned out, like many other things in the evolution of com-
pany law, very differently from the intentions of those who
enacted it. It had been meant as a special privilege, to be
given to a limited range of small concerns; but in fact it
opened the door wide to the creation of a number of quite
new types of joint stock enterprise. In the first place, it
became very much easier for private businesses, ranging
from small manufacturing concerns to the shops of retail
traders, and also for individuals engaged in a wide variety
of economic operations, 1o secure the privilege of limited
liability by turning themselves into companies. Not only
the family business—say a small textile mill or boot factory
—and the substantial grocery or other retail store, bus also
in certain cases the large land-owner as an individual
became a private company, and thus both limited the risks
involved in the type of business which he carried on and
secured easier conditions for charging expenses against
income for purposes of taxation. Moreover, the joint
stock form of organisation made it easier, especially in the
case of family businesses, for the owner, when he died, to
leave shares in the undertaking to different relatives or
. friends without involving any forced sale of assets in order
to pay off the legatees. For these reasons the private com-
pany, first introduced in 1907 as a separate category,
became more: and more popular with types of business
which had previously been carried on without the privilege
of incorporation.

This, however, was not the only, or even the most im-
portant, consequence of the recognition of the private com-
pany by the Act of 1907, The second great consequence of
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this step was to promote the growth of what are called
“ subsidiary companies.” It had, of course, been possible
under the old system for a number of companies, each
nominally independent of the others, to be linked together
by a system of interlocking directorates or exchange of
shares, or by the common ownership of a large part of their
respective capitals. But the separate recognition of the
private company made it very much easier to form large
business units consisting of a number of distinct under-
takings, each of which was given the legal form of an
independent company. Thus a big productive business,
instead of starting new works or establishing agencies in new
‘markets directly under its own auspices, could create for
this purpose a number of separate private companies, in
each of which the parent business held either the whole of
the shares, or at the least a dominating interest; or again
two or more large concerns could join together to create a
private compaany under their joint ownership for the ex-
ploitation of a particular source of raw material or for the
conduct of a subsidiary process. If the business connec-
tions of almost any great concern are examined to-day, it
will be found that the parent company, however constituted, .
has grouped round itself a considerable number of sub-
sidiary enterprises in the form of private companies.
Indeed, in some cases this process has gone so far that the
parent company has ceased to do business at all, and exists
merely as a holding company, in which are vested the
shares and the ultimate control of a number of subsidiaries,
the whole business of producing and selling the products
of the concern being carried on under the auspices of these
subsidiaries and not of the parent body.

Where any joint stock company which is itself registered
as a public company carries on the whole or a part of its -
business under the auspices of subsidiary private companies,
the effect still is, in spite of recent legislation, largely to
defeat the objects of the Companies Acts in respect of
publicity. Until the amending Act of 1928 there was no
obligation upon any parent or holding company to disclose
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any material particulars with regard to its subsidiary under-
takings. Any sums received by way of dividend from such
undertakings would, of course, appear in the balance sheets
of the parent concern. But there was no need to chronicle
the losses or appropriations to reserve account of subsi-
diaries, or to give any account of their operations to the
shareholders of the parent company, or to publish changes
in the capital value of the parent’s investments in its sub-
sidiaries. Thus the balance sheet of the parent or holding
company often failed to give any true picture of the position
of the subsidiaries; and the investor who bought shares in
the parent concern had no means of discovering whether
the particulars disclosed in the published balance sheet
accurately reflected the economic position of the complete
undertaking or not. Even now the amended law only
compels disclosure of the general economic position of all
the subsidiaries of the parent company taken together, and
does not require any disclosure of the position of any indivi-
dual subsidiary company : so that, even though the require-
ments of the law are somewhat more stringent than they
" were prior to the Act of 1928, they still fall far short of en-
suring to the investor any adequate understanding of the
real economic value of the assets which he holds. This,
indeed, could not be secured unless private companies were
subjected to the same conditions as public companies in
respect of the publjcation of audited balance sheets, disy
closing both their current profit and loss, and the balance
sheet position of the undertaking from the capital point ol’
view.

To this, however, there would certainly be very strong
opposition from the interests chiefly concerned. The
ordinary private company which is not a subsidiary of any
public company values greatly the privilege, which it shares
with unincorporated partnerships and private businesses, of
not being compelled publicly to disclose its financial posi-
tion; and any attempt to impose upon it the obligations
which apply to public companies would be strongly resisted
by small capitalist entrepreneurs as well as by the giants of
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high finance. On the other hand, it would be very difficult
effectively to impose the obligation to publish audited
balance sheets only on such private companies as are sub-
sidiaries of public companies. For it is not at all easy to
define what is a subsidiary and what is not. The law at
present attempts to meet this difficulty by imposing the
obligation of publicity not on the private company as such,
but on the public company in respect of its grouped sub-
sidiaries ; and the most likely line of amendment would be
to carry this obligation further by increasing the amount of
information which a public company is compelled to give
about those concerns in whickh it holds investments. But
there are further considerable legal difficulties in the way of
this reform. It would not be easy to impose upon a public
company the obligation to disclose with regard to a iegally
separate company particulars which the separate company
itself could not be required by law to disclose. In fact the
company form has developed in Great Britain in such a way
as to withhold from the investing public information which
is indispensable if stock exchange values are to be based
on an adequate knowledge of company affairs, available
equally to all investors who take the trouble to look for it,
and not as at present largely on * private information,”
which may be either accurate knowledge confined to a
comparatively narrow range of persons or inspired rumour
deliberately spread about in order to influence the stock
exchange value of a particular security—or, of course, any-
thing between these two extremes.

This lack of adequate information about the actual
economic working of the company system tends still further
to reduce the ordinary investor to a mere blind follower of
market quotations, interested in the shares which he buys
and sells only from the standpoint of their stock market
appreciation or depreciation. It is not only that, onaccount
of the policy of spreading his risks, he is not in a position
to acquire any real knowledge of the working of the busi-
nesses in which he invests his money. It is also that, even
if he were to set out deliberately to acquire this knowledge,



120 SOCIALISM IN EVOLUTION

he would find in most cases insuperable obstacles in his way.
The great majority of investors have long ago given up any
attempt to understand the economic position of the com-
panies of which they are part owners, or to take any interest
in their affairs from a technical or productive point of view.
They are mere buyers and sellers of stock market values;
and it is usually a matter of complete indifference to them
in what commodities or forms of production the companies
in which their money is placed are engaged or in what
manner their capital is employed.

A further effect of the great extension of the company
system in recent years has been to increase the amount of
capital over which the large investor is able to gain effective”
control. If the money which is invested in one undertaking
can be reinvested by this undertaking in others, it can also
in this process often attract to itself additional capital, over
which the owner of the original investment can exert prac-
tically unfettered control. Let us assume that in Company
A a certain investor or group of investors holds 51 per cent.
of the shares, thereby controlling almost twice as much
money as he or they actually possess. Next let us suppose
that Company A reinvests the greater part of this moneyin
Companies B, C and D, associating in each}case with their
investment a certain amount of money belonging to other
persons, but always so as to leave themselves with at least
51 per cent. of the controlling shares in each of these com-
panies. By the time this process is complete, the total
amount of money held by the owners of the 51 per cent.
interest in Company A is far more than twice the amount of
their actual investment, for they may have brought under
their control not only the 49 per cent. of the capital of
Company A, but also anything up to 49 per cent. of the
capitals invested in Companies, B, C and D. .

Nor is this by any means the whole story; for in order to
control a company it is by no means necessary to own 51
per cent. of its total capital. In the first place, the owner
of a large concentrated block of shares usually finds himself
confronted not by a united body of smaller shareholders
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pable of common action, but by a number of scattered

dividuals who are most unlikely to attempt to interfere in

concerted way with the operations of the company. In

ractice a 30 per cent. holding may be quite enough to
ensure absolute control if the remainder of the shares are
widely enough diffused in the hands of smaller investors.
Moreover, all capital subscribed for use in the operations
of a company need not rank equally for purposes of control.
Debenture holders, who are not directly in the eyes of the
Iaw owners of capital at all, but creditors of the company,,
can exercise no control over its operations as long as their
interest is regularly paid. But in addition to this, it is a
common practice to disqualify preference shareholders
from exercising any voting rights, at any rate as long as their
preference dividends are being regularly paid. And, even
when preference sharcholders are given some voting
rights, these do not necessarily or in most cases correspond
to the amount of money which they have invested. Thus,
it is not unusual to have a larger denomination for the pre-
ference than for the ordinary shares, so that each preference
shareholder gets one vote for each share of, say, £1 or £5,
whereas each ordinary shareholder gets a vote for each
ordinary share of £1 or five shillings, or even one shilling.
Nor is this usually resented by the preference shareholders,
who have grown to value so little the privilege of control
which shareholding theoretically carries with it as to be not
at all reluctant to give it up.

The growth of preference shares registers, indeed, a sig-
nificant change in the realities of capital investment. The
preference shareholder, unlike the debenture holder, is a
part owner and not a creditor of the business in which his
money is invested, He does take upon himself a part of
the risks of the undertaking ; and he cannot, like the deben-
ture holder, claim to receive his interest whether a profit
is being made or not, or to foreclose upon the company if
it fails to pay him his preferential dividend. His dividend
can be paid, save in very exceptional cases in the early
years of a company’s operations, only out of profits actually
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made. Butin order to make surer of receiving his dividend,
he accepts a limitation upon its amouny in return for a first
claim upon such profits as the company does succeed in
making. If profits are made, the preference sharcholders
have to receive their 5 or 6 per cent., or whatever it may be,
before the ordinary shareholders can get any return on their
investments. But there, in the case of most preference
shares, the return to the preference shareholder ends. How-
ever much profit the company may make, he gets nothing
deyond his 5 or 6 per cent., whereas the claim of the
ordinary shareholders is of course limited only by the
magnitude of the total profits. There is, indeed, an inter-
mediate class of share, the participating preference share,
in which the preference shareholder comes in again with a
further claim after the ordinary shareholders have received
dividend up to a certain level—say, 10 per cent. But for
the purposes of our present analysis, we can ignore this
complication, and treat the preference share as typically a
share which offers only a limited maximum return to the
investor. .

Naturally, shares of this type tend on the wyhole to appeal
to a somewhat different class of investors,‘ffrom ordinary
shares; and the growth of preference ‘shareholding is
closely bound up with the widening of the investment
market in recent decades. As an increasing amount of the
capital for business has come to be raised from small in-
vestors, who cannot afford to take large risks, and want a
reasonably secure return on their money rather than a
gambling chance of high profits, it has become necessary
for businesses to devise types of share capital which will
suit these requirements, The needs of the smaller investors
might doubtless have been met by an increase in the amount
of debentures; but there are strong reasons why this
would not suit the business world. For debentures, unless
they are limited in amount in relation to the share capital
of an undertaking, ‘inevitably interfere with its credit.
Anyone who lets a company which has a large number of
debentures outstanding have credit on ordinary trade terms
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does so at his peril ; for he knows that if things go wrong the
claim of the debenture holders will rank in advance of his
own. The amount outstanding in debentures must then, if
a business is to be soundly financed, be kept within reason-
ably narrow limits in relation to the entire capital of the
undertaking; and for this reason it is not open to the pro-
moters of business enterprises to meet the needs of the
small shareholders by an extension of the debenture system.
This is one reason for the spread of the preference share,
which resembles the debenture in that its claim precedes the
claim of the ordinary share, but is sharply contrasted with
the debenture in that it confers no rights of foreclosure,
and that its claim, being exclusively a claim to a share in
realised profits, comes after the claims of business creditors
of all kinds.

Of course it is not suggested that preference shares are
always more secure than ordinary shares, or debentures
always more secure than preference shares. An ordinary
share in a thoroughly solid undertaking may be a much
safer investment than a preference share or debenture in an
undertaking of more doubtful status. But within the same
undertaking the debenture obviously stands first in point of
safety, the preference share next, and the ordinary share
last; and it is clear as a social phenomenon that the prefer--
ence share has advanced in popularity side by side with the
growth of the class of comparatively small investors who
are unwilling or unable to assume the full risks of ordinary
business enterprise.

This growth of the class of small investors is of course a
highly important social and economic phenomenon; and
the diffusion of the ownership of the capital of industry is
often pointed to as a sign of the growing “ democratisa-
tion ™ of the capitalist system. Socialists are told that their
denunciations of the capitalist class are not only unjustifi-
able but also obsolete, in view of the gradual extension of
the investing public to cover a wider and wider section of
the population. Stress is laid on the increase of industrial
and commercial investment among the middle classes, and
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also on the growth of collective holding of shares and deben-

tures by bodies which include a large number of working-

class members. Why trouble to destroy Capitalism, if
Capitalism is in process of bzcoming a system leading not

to the concentration of property in the hands of a few, but

to its diffusion over an ever-increasing section if the entire

people ?

As we have seen already, this diffusion of ownership is to
a great extent a fact. But it carries with it practically no
control by the owners of industry over the use which is made
of their property. Nor does it effectively extend even now
beyond the middle classes, though a large section of the
working class may be said to have acquired an analogous
interest in investment through the spread of the Co-operative
movement. There is, however, a vital difference between
Co-operative and joint stock investment, in that the Co-
operative investor does not stand under any conditions to
make a capital profit. His shares in a Co-operative Society
can never rise above par, because the purchase of new
shares at par remains always open to newcomers. The Co-
operative Society pays interest on its capital, but it is not a
profit-making body, and ‘there is accordingly no possibility
of a capital increment accruing to the Co-operative investor.
This principle of open membership is indeed vital to the
Co-operative organisation, and it is the absence of this
principle that differentiates the true Co-operative Society
from such pseudo-co-operatives as the Army and Navy
Stores.

The main point, however, is that the diffusion of the
ownership of industrial capital over the middle as well as
the upper classes has by no means altered the essential
characteristic of Capitalism as a system based upon the
exploitation of labour, or prevented it from involving, as it
develops, a closer and closer control over large masses of
capital by a small body of very rich capitalists. The fact
that a large section of the population has nowadays a direct
financial stake in the prosperity of capitalist industry serves
doubtless as a powerful bulwark of Capitalism against the
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attacks launched upon it by Socialists and by the working-
class movement. It gives Capitalism in this country, and
to an even greater extent in the United States, a large mass
of support from these intermediate groups. But not even
in the United States has the practice of industrial share-
holding spread far down into the working class; and in this
country the direct ownership of a share in capitalist industry
by working-class investors is still on an infinitesimally small
scale. Even the collective investment of working-class
savings takes place far more in gilt-edged securities than in
ordinary industrial holdings, and the working man who has
saved money by means of an insurance policy or a deposit
in a building society does not become conscious of any links
binding him to the interest of large-scale Capitalism.

Moreover it is easy to exaggerate, as Mr. Runciman, for
example, has frequently done, the number of small share-
holders in capitalist industry. The practice of spreading
investments, which has become the general rule in modern
times, results in the same person turning up over and over
again as a small shareholder in a large number of separate
concerns. If each separate shareholding is regarded as
representing a separate individual, naturally the number of
shareholders appears to be enormous; but actually it is
relatively small, though some types of industry, notably the
railways, do include a very large number of individual small
owners among the holders of their stocks. It is easy to
exaggerate the degree to which the ownership of property
has in modern times become diffused, and a mere glance
at the statistics of fortunes passing at death serves to correct
the impression that a high proportion of the population in
fact possesses capital assets to any considerable amount.
Diffusion of ownership has been proceeding to a consider-
able extent; but it has made no measurable approach to
bringing about any real democratisation even of the owner-
ship of capital, much less of its effective control.

Nor should it be forgotten that some part of the apparent
diffusion that has taken place has been due rather to achange
fn the forms of property-holding than to a real decrease in
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economic inequality. The small middle-class owner tends
to-day to hold a larger proportion of his capital assets in
shares and debentures, and a smaller proportion in the form
of direct property, such as land and houses and the fixed
and working capital of small productive enterprises. This
shift in the character of small ownership gives an illusory
appearance of democratisation to capitalist industry.

Nevertheless small ownership does present to the Socialist
a formidable problem, in that it makes likely a strongly
organised resistance, taking shape perhaps in some form of
Fascism, on the part of a large section of the middle class to
any confiscatory form of Socialism, and therefore compels
those who are aiming at a peaceful transition from Capitalism
to Socialism to take precautions for tempering the wind to
the small owner. This becomes a very vital point in con-
- sidering plans for the socialisation of industry, especially in
connection with the forms and amounts of compensation to
be paid. For while Socialists clearly cannot in consistency
with their principles recognise permanent claims based on
the ownership of the means of production, and their legisla-
tion is therefore bound to be confiscatory in the last resort
equally they cannot afford, if they are aiming at a transitio
to Socialism by constitutional means, to stir up the whol
body of small property-owners against them at the outseit
by an immediate threat of confiscation.

To discuss in detail the solution of this problem would
take me far beyond the scope of this essay. Broadly, thid
conclusions to which it points seem to be these. First that}
in any plan of compensation that may be adopted in connec
tion with the socialisation of industries, it will be neoessar\;
to ensure to the small property-owner a continuance o ‘
income for a substantial period of years after the actua.
ownership of the capital assets has passed into the hands
of the State, This could clearly be done by some form oL
terminable or life annuity. Secondly, that a system of
alienation of property claims by the State can be operatcdj

with much less injustice and friction by a drastic increase
in the taxation of inheritance than by confiscatory measure
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applied industry by industry, as each particular branch of
production is taken into public control. For in this old
and settled country, with its long capitalist tradition
behind it, inheritance is an enormously important factor
not only in perpetuating but also in increasing inequalities
of wealth; and taxation of inheritance is much more effec-
tive, if properly graduated, than any other method of
alienating private property to the public, for the purpose of
redressing inequalities and making confiscation fall most
heavily upon the great capitalists. The working out of these
principles into a practical policy of compensation is one of
the most important tasks at present confronting the Socialist
movement.

If socialisation follows broadly the lines just suggested,
there will presumably be, while the transition from Capita-
lism to Socialism is in progress, some continuance of private
inivestment; and it will be necessary for the State, as it
becomes increasingly the owner and controller of industry,
not only to direct the private investment of capital into the
most socially desirable channels, but also itself to take
steps, by means of a National Investment Board, to mobilise
private savings and apply them directly to the development
of necessary productive services. The way has been already
prepared for a system of investment through State agencies
both by the enormous growth of the National Debt, which
has accustomed small as well as large shareholders to the
holding of public securities, and by the almost compiete
divorce which already exists between the owmership of
industrial property and the contro! of its actual use. The
shareholder has grown accustomed to handing over his
money to a body which will take complete control of its
employment, and to foregoing all effective part in the direc-
tion of the policy of the businesses of which he becomes
legally part owner. This makes it the easier for the State
to take over private capital on terms which will remove from
‘the shareholders the purely nominal control which is all that
remains to them to-day, and to make them in theory, what
they are now in fact, pure rentjers, claiming on the strength
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of their investments a share in the product of industries
which they do nothing to influence or direct.

There arises at this point a highly interesting question
which urgently demands thought on the part of those who
are setting out to socialise industries and investment in them.
Until recently it has always been taken for granted that,
when any industry is socialised, its previous owners will get
by way of compensation for their holdings, whether these
are bonds or equities, a form of fixed interest-bearing
security which will guarantee them an income regardless of
the actual profitability of the enterprise after it has been
socialised, Socialists have thought of themselves as having
a mission to attack primarily profits, and only thereafter
and by a subsequent process the receipt of interest. The
profit-maker has been regarded as the real exploiter, and
the interest-receiver as & far more harmless person who can
be left to be dealt with subsequently by means of taxation,
including the taxation of inheritance. But the events of the
post-war years, and especially the catastrophic reductions in
prices which have occurred, first in the years 1921-23, and
then again between 1929 and 1932, have made most of us
far more alive than we were before to the dangers of the
fixed-interest system; and it is not too much to say that
during the post-war period the receiver of interest, a good
deal more than most receivers of profit, has been the chief
burden weighing upon the productive classes. In times of
falling prices the real incomes of the recipients of fixed
interest are sharply raised at the expense of wage-earners
and profit-makers alike; and, if prices fall far enough, the
burden of debts becomes intolerable, as it did over a large
part of the world during the depression which set in in 1929.
It is, moreover, increasingly realised that it is dangerous
to subject any form of enterprise to a large fixed money
charge which has to be met irrespective of possible fluctua-
tions in receipts owing to price changes or to other causes.
And it can be argued that it is no less unsound for a social-
ised economy than for a private business to lay upon itself a
burden of fixed mterest-bcarmg debt liable to eat up its total
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surplus of receipts over other costs. This question has
already given some trouble in connection with the provisions
of the London Passenger Transport Act, where the workers
in the industry have good cause to understand that the
necessity of earning a fixed minimum dividend on the capital
taken over from the private shareholders may interpose -
formidable difficulties in the way of Trade Union claims for
higher wages or better conditions of work.

There is accordingly much to be said for the view that,
when any privately owned industry is socialised, compensa-
tion to its past owners should be given, at any rate in part,
in the form of equity claims rather than of fixed interest-
bearing bonds. In fact, the preferénce share, rather than
the debenture, seems to afford the model that can most
suitably be followed, though it may be necessary in practice
to adopt different methods in dealing with different cases,
just as joint stock companies now issue bonds and equities
of varying types. If the model of the preference share were
followed, the dispossessed owners of a socialised industry
would receive in exchange for their holdings, not fixed
interest-bearing bonds but claims to receive dividends up to
a permitted maximum out of the surplus revenues of the
undertaking after costs had been met, but they would have
no claim either upon the undertaking or upon the State to
receive the maximum dividend allowed, unless the actual
revenues showed a sufficient surplus to make the payment
economically possible. It would be quite practicable to
modify the effect of this system by ensuring to the ex-share-
holders of the undertaking a minimum dividend at a rela-
tively low level, say by allowing the rate to rise to 2 maximum
of six per cent., but not allowing it to fall in any case below
three per cent. Obviously, these figures are given only by
way of illustration ; for the exact terms of compensation will
have to be adjusted separately in every case. My point is
that the growing prevalence of preference shares, which are
widely held especially among small owners of capital, has
prepared the way for some form of compensation such as
this. Such a method is, indeed, foreshadowed in one of the
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provisions of the London Passenger Transport Act, though
there the minimum level for dividend has been fixed much
too high, and the amount of the contemplated fluctuation
is accordingly far too small.

This whole question obviously requires far more space
than I can give to it in this essay.r My main point here and
now is to emphasise the extent to which, nevertheless, if
the approach is sensibly made, the changing forms of joint
stock enterprise have actually prepared the way for the
successful introduction of a system of socialisation. They
bhave done this in several different respects. In the first
place, they have already destroyed the possibility of an
effective control being exercised by the general body of
shareholders over the use of their money, and in doing this
they have obviously made much easier the introduction of
a system in which, on the one hand, control can be socialised
by the taking over of large-scale undertakings, and on the
other the property claims of the shareholders can be con-
verted into limited claims to income in accordance with the
principles of compensation which I have already outlined.
In the second place, the great elasticity characteristic of the
joint stock system in its modern form, with its tremendous
development of subsidiary companies, interlocking director-
ates, exchange of shareholdings, and the like, has evidently
created conditions of which the State can take advantage
in planning the socialisation of industry. Many of these
large interlocking capitalist undertakings have already lost
all personal character, and some of them have developed
into extensive concerns which could virtually be acquired
by the State and carried on under public ownership without
much change of form or structure, minor units being simply

! T have discussed it somewhat further in my pamphlet The
Essentials of Socialisation (N.F.R.B.) which is also published
in my volume Economic Tracts for the Times, Macmillan. There
is also an important discussion of the problem of confiscation in
Mr. G. R. Mitchison’s pamphlet Industrial Compensation

(N.F.R.B.). Much work, however, still remains to be done in
this field.



EVOLUTION OF JOINT STOCK ENTERPRISE 131

merged with them in order to complete the framework of
a socialised industry.

This raises another issue. Hitherto Socialists have been
apt to think of the question of socialisation as one to be
dealt with industry by industry. They have contemplated a .
succession of measures, each directed to the complete taking
over of a particular industry or service, and have thought
of Socialism as coming into being gradually by this method.
Doubtless this is what will actually be done in the case of a
number of the major industries ; but it is doubtful whether
this method of socialisation will be necessarily the only one,
or whether it will be desirable to apply it to most of the
secondary industries which are likely to be left at the outset
under private operation. For in these cases an alternative
method is clearly available., If the State embarks upon a
drastic policy of taxing inheritance, it will be impossible for
payment of the taxes so levied to be made in money; for the
casting of huge blocks of shares on the market at the death
of their owners would obviously greatly depreciate their
value and in many cases make the actual payment of the duty
impossible, The State, therefore, if it sets out drastically
to tax inheritance with the object of wiping out all major
inequalities of wealth, will be compelled to accept payment
in actual bonds and shares and other forms of property, as
well as in cash. By this method it will rapidly become part
owner of the vast majority of industrial enterprises, even in
those industries which are not socialised as separate units.
I know that some Socialists feel a keen reluctance to accept
this method of transferring capital from private to public
ownership, on the ground that it involves a transitional
stage during which the State will be partly responsible for
the conduct of capitalist undertakings. But, whether this
method is adopted or not, responsibility of this sort is in
fact unavoidable in the course of any gradual transitionto a
Socialist system. Even if the State does not become part
owner of non-socialised industries, it will nevertheless
have to accept the responsibility for general industrial
planning, and will have, in order to maintain the volume of
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employment and production, to establish conditions which
will render it possible for non-socialised industries to be
carried on. It will be in a far better position to do this if it
is able not merely to lay down, through a national planning
. authority, conditions for the conduct of non-socialised
enterprises, but also to assume actual shareholding power
in these industries, so as to appoint to them directors of its
own, who will be responsible for watching the public interest
and seeing that the terms of the national plan are duly com-
plied with. Of course, State directors serving on the boards
of partially socialised enterprises will not under these condi-
tions be able to accept the restrictions which the State has
imposed on itself in connection with its appointed directors
on the Anglo-Iranian Oil Company, in which we have
already an instance of the State becoming a large share-
holder in a capitalist concern. Under the conditions of
rapid transition to a Socialist economy, with which I am
now concerned, the directors appointed by the State as
representatives of the public interest will be required to
take an active and constantly increasing part in the con-
duct of the business, and in the direction of its policy in
;c;cordance with the requirements of the National Industrial
an.

This question, too, cannot be pursued further in this
essay, though it opens up large possibilities for more detailed
discussion. I cah only throw out the suggestion that
socialisation needs to be further considered from this point
of view, as well as from the standpoint of bringing par-
ticular industries of key importance under direct public
ownership and control. The question is relevant to this
essay only to the extent to which the development of the joint
stock system, which I have been endeavouring to outline,
definitely points the way towards this form of socialisation,
as well as towards the more familiar method of direct

transference of entire industries from private to public
control. -
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MARXISM IN THE MODERN WORLD

This essay is an attempt to disduss the relevance of Marxism
to the world situation of to-ddy. In attempting to do this,
it is essential to remember that the situation which Marx
was analysing in his writing® was by no means the same
situation as men are now cglled upon to analyse, Marx
was seeking to influence thegctions of his own contempor-
aries away back in the middle of the nineteenth century;
and he framed his theories Jvith a view to influencing their
actions in the situations wjach had then to be faced, Cer-
tainly no one can claim a good Marxist if he is content
merely to repeat an(g analysis, and to assume that it
applies to the ye=#"1938 because, or in the same way as, it
applied in 18# or 1867. The only Marxism with which
men need ble themselves is a living Marxism, which con-
cerns itself with making & fresh analysis appropriate to the
situation gn which they, well on into the twentieth century,
are calleg upon to act.

The f8ndamental doctrines of Marxism, as I understand
them, #est upon a certain method, or way of approach to
soci}f problems. This approach is essentially historical,
andjinvolves the acceptance of the view that human history
belpngs, in its broad movement from phase to phase, to the
reAlm of causality and not to that of the merely casual.
Marxism, in fact, involves a philosophy of history; and any-
one who regards human history as a mere succession of
chances or the product of the purely individual spontaneity
of the actions of individual men therewith rejects Marxism
totally as a clue to the understanding of the world’s affairs.
Marxism involves the belief that the study of the past as well
as of the present does help to tell men about the future, and
that men can fruitfully look in history for practical evidence
of principles and forces which they can expect to go on
working themselves out in the world of to-morrow.

133
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Unless this view is accepted, the basis of Mamsmﬂi
struck away; for unless there are causes big enough t
influence the broad course of human development, and nol
merely its occasional incidents, there is obviously no sens
in looking for large effects, or in trying to frame a philo
sophy of historyatall. But it is of course possible to accept
this conception of social causality, as many phll_OSOPh"j“
have accepted it, without ac&epting Marxism; ‘or 50013!
causality can be conceived as\working itself out in many
different ways. The next step then towards Marxism is the,
acceptance of the view that causality works 1tsc_lf out 1,
social matters by a process whicih is in its nature dialectical,
in that it proceeds, not by th¢ static method of formal
Logic, but in accordance with a\dynamic Logic which, so
far from excluding contradiction, rxxgards it as the negeﬁsafyu
clue to the understanding of truth, wgegause truth is 1tse
not something unchanging or capable of b
absolutely at any time, but something that LiV
so that each new and partial truth that men
vokes in due course the counter-assertion of it
mentary opposite, turns in due course, if it is stil
in face of that opposite, into error instead of truth,
on, if it is fused and blended with its opposite, towar
and less partial truth destined in its turn to provoke™
opposition, and lead on to a new and still less p.
synthesis. i

This dialectical Logic, proceeding by way not of syllogit
but of thesis, antithesis and synthesis, is of course the Log]
of Hegel, which Marx took over and adapted to his socic)
purpose. But, whereas in Hegel the dialectical process is«
conceived wholly in terms of the developing * Idea,” of
which the experienced facts of human history are but the
reflection, Marx transfers the dialectic directly to the field qf
historical experience, and sees the successive theses, anti-
theses and syntheses in terms, not of * Ideas,” but of
material and objective forces. o

Thus, out of the dialectic Marx makes the Materialist
Conception of History—the conception, that 1s, of the.

comple-

nt leads
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historical process working itself out by the ceaseless con-
frontation and conflict, in the world of men, not funda-
mentally of ideas but of movements based upon the impact
of changing material forces upon the life of human Societies,
The underlying forces are not ideas—much less the ** Idea,”
with a very large capital “I”—but the ever-changing powers
of production, whose nature is ceaselessly affected by the
growthof humanknowledgeasapplied to the forces of nature.
But the Materialist Conception of History, as Marx
states it, is much more than a theory that the development
of the powers of production is the force which underlies the
broad movement of history; for Marx attempts also to
explain how these powers exert their influence. Men, he
says again and again, make their own history; and there is
no more determined enemy than Marx of the view that
men are merely the passive beneficiaries or victims of the
historical process. Men make their own history; but as
man is essentially a social animal, whose mind and character
are wholly unintelligible unless they are considered in their
social context, men cannot make their history by purely
individual, but only by social, methods of activity, The
direct agents of historical ¢hange are not the powers of pro-
duction, but the movements which men build upon them;
and the relation between the powers of production and the
historical process is made by the effect which the changes in
these powers have in changing the social relations among .
men. Each phase in the development of the powers of
production requires a corresponding economic systém for
the effective use of these powers; and historically each of
these economic systems has been embodied in a certain’set
of class relationships. In Marx’s view the basic social
category is that of class, and the movements which have
dominated the historical process have been class-movements,
because at each stage men have been arrayed in economic
classes whose existence was essential to the use of the avail-
able powers of production, but between whom there grew
up inevitably a relation of antagonism and conflict. This
arose because the powers of production were themselves
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subject to constant change: so that the relations which had
been at their inauguration the best adapted to the fuller use
of these powers came in course of time to be fetters upon the
further development of production when the underlying
powers were no longer the same. But the class which had
originally risen to authority by virtue of its capacity to
expand production would by no means willingly surrender
this authority when it had become a clog instead of a
stimulus. This ruling class would, however, by the inherent
pecessity of using the powers of production to its own
advantage, have been compelled to permit and encourage
the growth of a subject class capable of challenging its
authority; and in course of time this subject class, acting on
the side of the newer productive powers, would grow strong
enough to overthrow the old ruling class, and set up under
its own authority a new economic system corresponding to
the changed character of the powers of production, Thus,
the dialectic worked itself out in history in a series of class
struggles; and classes, rather than individual men and
women, were the ultimate social reahtxes of the historical
process.

The Materialist Conception of Hlstory thus becomes
above all else a theory of class-struggles. But it is, of
course, much more than a theory of class-struggles working
themselves out purely in the economic sphere. For the
class-struggle is, in Marx’s view of it, essentially a political
as well as an economic conflict. It is a clue to the under-
standing of history, and not merely of economic history.
Thus, as an integral part of it, Marx formulates his view of
the character of political movements and of the State.

Political movements, on a scale sufficient to influence the
general course of history, are in Marx’s view necessarily
class-movements, and therefore economic in their ultimate
foundations. It is not denied that in countless secondary
ways, there can exist political forces which cannot be
evaluated in class-terms, or that such movements can be
important and influential. But the Marxian doctrine is that
though the understanding of such secondary movements is
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indispensable for the framing of the day-to-day tactics and
strategy of politics, in the last resort and in the long run the
determining influences are .those movements which do
express class-interests and class-aspirations, even if their
relation to such interests and aspirations is often so veiled
that many of those who take part in them are quite un-
conscious of the class-foundations on which they rest.
From this conception of the derivative and secondary
character of political movements as such follows Marx’s
conception of the State. He regards the State, as it exists
in any Society at any particular stage of historical develop-
ment, as embodying the domination of a particular class
over other classes, and he believes this to be as true of the
quasi-democratic States of the capitalist world as of the
feudal system or of any earlier phase of State supremacy.
The State is * an executive committee for administering the
affairs of the governing class as a whole  ; and it is accord-
ingly to be regarded as above all else an organ of class-
coercion, and not of the common service of the community,
Thus, according to Marxism, every State is a class-
dictatorship, whatever its forms and system of government .
may be, and whether its dictatorial rule be open or veiled.
It is a simple and logical deduction from this doctrine that
the necessary method of instituting a Society in which the
proletariat will rise at length to power will be the setting up
of a * proletarian State,” of the * dictatorship of the pro-
letariat.” But the proletarian State will differ from all
earlier States in that its object will be to achieve its own
abolition. For, if States are essentially class-dictatorships,
there can be no room for a State, in the Marxian sense, in
any Society which is not divided into economic classes.
The proletariat, however, as the last class subject to exploita-
tion, has the object of abolishing classes altogether, and
instituting a completely classless Society, It needs a State
only for the purpose of liquidating the relics of the class-
system ; and with the successful supersession of classes the
E’tate, as an instrument of class-coercion, will necessarily
ither away.
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These are, as I understand Marx, the essential Marxian
doctrines, with the one great exception of the Marxian
Theory of Value, which falls outside the scope of this essay,
though I have discussed its real meaning and relevance with
some fullness elsewhere. 'With this necessarily brief résumé
of the basic Marxian doctrines in mind, I can now come
more directly to the discussion of the place of Marxism in
the world of to-day.

First of all, let us be mindful that we are living in a world
in which the development of large-scale Capitalism has
gone much farther than it had in Marx’s day, and has fol-
lowed, in its technical aspects, the course which he foresaw.
Out of large-scale industrialism has come, more and more,
the domination of large-scale finance. The need for
expanding markets and the unequal distribution of wealth
in advanced capitalist Societies have led to the increasing
investment of the resources of capitalists of the more ad-
vanced countries in the enterprises of the less advanced
with a corresponding growth of competitive Imperjalisms
struggling for control of the world both as market and as
field for the investment of capital. Concentration of capital
in the sphere of technical and financial control has gone on
apace; and the political policies of the leading States have
come to be more and more openly the expression of the
dominant capitalist interests.

All this is thoroughly in line with what Marx predicted.
But, while we bear it in mind, let us not omit to notice that
in all the advanced countries the shape of the capitalist
system has been greatly altered since Marx wrote his pene-
trating study of its nature. That study was at once historical
descriptive, and prophetic. Marx, in the historical chapters
of Das Kapital, set out to explain how Capitalism had come
into existence, and by what stages it had grown into the
Capitalism which was the theme of the descriptive parts of
his book. Having described Capitalism as he knew it—the
Capitalism of his own day—he went on to prophesy what
was to become of it. We have, then, to consider at this
stage three things—the accuracy of his historical account,
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the adequacy of his description, and the validity of his
forecast.

Despite subsequent research, I think Marx’s historical
chapters remain the best and most penetrating account of
the rise of Capitalism. Further research has thrown much
new light into dark places; but it has not affected the broad
accuracy of Marx’s study. His account of Capitalism as
owing its origin to the divorce of a mass of labourers from
the land, and as developing side by side with the growth of
the employable proletariat—which is, indeed, only the same
process seen from a different angle of vision—retains all its
force. The extent to which a proletariat already divorced
from the land existed before Capitalism, so as to provide
a basis for its introduction as against the extent to which the
proletariat arose as a response to opportunities for capitalist
production existing by virtue of the improvement of com-
munication, the opening vp of wider markets and the break-
down of the local barriers within which medieval production,
was largely confined, may be open to doubt; but this point
does not affect the value of Marx’s historical study, For
Marx’s point is that Capitalism could not have grown up
unless it had found a potential proletariat ready to exploit,
or out of proportion to the growth of that proletariat. How
far the potential proletarian became an actual proletarian
because he was driven from the land and therefore compelled
to subsist by means of wage-labour, or how far because he
voluntarily turned to wage-labour in order to escape from
the miseries of the decaying feudal system, is in this connec-
tion of no moment thoughit raises animportant and interest-
ing historical problem. The point is that the potential
supply of wage-labour did exist, and that Capitalism could
not have grown up unless the labour had been available as
well as the means of realising profits from its employment. .

We can then take over unchanged from Marx the con-
tention that Capitalism as a system reveals itself in the light
of its history as simply the institutional form in which the
exploitation of wage-labour has proceeded upon an expand-
ingscale, We can adopt entirely Marx’s view of advancing
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Capitalism as a system devoting itself to the increasingly
intensive and productive use of wage-labour as a means to
the extraction of surplus-value. We can, with Marx, watch
this expansion proceeding first through a pbase in which
the chief benefit to the owner of capital is derived from the
market advantage gained by interposing himself as employer
between thecraft producer and the consumers of his product,
then through a phase in which a further advantage is derived
from breaking up the craft processinto a number of minutely
subdivided operations so as to achieve higher productivity
through the greater manual dexterity of the new class of
detail-labourers ; then again, through a phase, connected in
our minds with the Industrial Revolution, in which the pro-
ductivity and intensity of labour began to be immensely
enhanced through the use of power-driven machinery on an
ever-increasing scale. We can see further how the later
phases of this industrial revolution have led more and more
to the dominance of financial capital over both merchant
and industrial capital. With the advent of the power-
driven machine the industrialist supplanted the merchaant as
the dominant figure of the capitalist system. But to-day the
industrialist and the merchant are alike either subordinated
to the power of the financier, or able to hold out against that
power only to the extent to which they become financiers
themselves.

Marx, as we have seen, prophesied th.lS development.
There is a great deal in the later volumes of Das Kapital
about this growth of the financial power, and its result in
concentrating the effective control of the entire capitalist
machine in fewer and fewer hands, so as to exclude the small
employer or trader from any real control over the working
of the capitalist system, just as at an earlier stage the
capitalist merchant succeeded in reducing the working
master-craftsman to a mere sub-contractor devoid of real
influence over economic policy. Marx did indeed often
cast this prophecy into a form in which it seemed to suggest
the progressive expropriation of the small capitalists by the
great, and the flinging down of the small men into the ranks
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of the proletariat. He could not clearly foresee, at any rate
at the time when his principal works were taking shape, the
precise form which the development of the joint stock
system was to assume, or its influence on the social
stratification of advanced capitalist societies, Actually, as
we have ample cause to know to-day, the increasing concen-
tration of capitalist power in the hands of a small class of
manipulators of financial capital has not meant the dis-
appearance or proletarianisation of the small capitalists,
partly because the small employer, in losing his influence
over industrial policy, has not been squeezed out, but has
been able toadapt himself and to survive the loss of his power
to control the working of the economic system, and partly
because a vast new class of shareholders and bondholders,
great and small, has been brought into being by the exten-
sion of the joint stock system and now constitutes a power-
ful bulwark in defence of the rights of property agamst
Socialist attack.

-- The small employer bas not been crushed out. He sur-
.vives not only in agriculture, and in retail trade, but also
over a considerable section of the industrial system. He is
able to survive, in face of the advance of large-scale Capita-
lism, for several reasons. First, in the sphere of trade,
largely because there are great merchants and financiers
who find it to their interest to give trade and banking credits
to the small shopkeeper. Secondly, in the sphere of pro-
duction, because there are many classes of goods which it
pays the great capitalists to leave to smaller firms, some-
times as virtual sub-contractors for small parts or the like,
whereno great economy is to be secured by mass-production,
and sometimes because a particular branch of industry is
too risky or unprofitable, or commands too narrow a
market, to appeal to the great financial entrepreneurs.
Thirdly, new trades and industries are always springing up;
and these give rise to a host of new small firms, if not of
manufacturers, at any rate of dealers and middlemen—
garage proprietors and motor agents, wireless and gramo-
phone dealers, and a host besides. There is no sign in the



142 SOCIALISM IN EVOLUTION

most advanced capitalist countries that these sections of
the petty and middle bourgeoisie are tending to disappear.
On the contrary, their numbers have been growing fast as
production and demand have become more differentiated
with growing productivity and the increase in the inter-
mediate income groups as a whole.

Even more important than this is the immense broadening
of the basis of capitalist industrialism that has come about
with the extension of the joint stock system. To-day, in
advanced industrial societies, shareholding and bondhold-
ing extend through every stratum of the population except
the manual-working class, and even to a section of that class,
which has,_besides its occasional investments in profit-
making mdustry, its analogous holdings of shares and loan
stock in Co-operative Societies, Building Societies, and other
agencies of working-class saving, both public and private. -
It has often been claimed, because of this diffusion of share-
and bond-holding, that Capitalism has already been effec-
tively-democratised ; and capitalist apologists, such as Mr.
Runciman, delight in adding up the astronomical totals of
shareholders in the leading industries, usually ignoring the
fact that the practice of spreading risks by holding small
parcels of shares in a number of different enterprises robs
the cumulative figures of all real meaning. It is, however,
quite true that the number of separate sharecholders and
bondholders with some stake, large or small, in capitalist
industries is now very great; and that this large body of
petty owners of a tiny stake in forms of big business over
which they exert no sort of real control does help to throw
up a powerful breastwork against Socialist onslaughts upon
the rights of property in the means of production. Capita-
lism is far broader-bottomed to-day than it was when Marx
wrote ; and that does make it harder to upset, above all in
the most advanced capitalist countries.

Nor is this diffusion of investment the only force which
has been rapidly swelling the numbers of the intermediate
groups in Society since Marx wrote The Communist Mani-
Jesto, Joint stock enterprise throws up, not only a host
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of shareliolders and bondholders, but also an ever-increasing
army of salaried workers, from managing directors of large
businesses down to * white-collar ** workers who are on the
borderline of the proletariat. Moreover, the more these
intermediate groups increase, the more they require a
further host of professional workers to look after them—
doctors, lawyers, accountants, teachers in secondary schools
and universities, actors, musicians and artists, and a great
many more Who expect, if they are successful, to be able to
live at a comfortable middle-class standard, intermarrying
freely with other sections of the middle class, and forming
part of the same broad economic group.

In face of this social stratification, what becomes of the
simple theory of the class-struggle set out in The Communist
Manifesto ? Marx and Engels were, of course, perfectly well
aware of the existence of large intermediate groups between
the capitalists proper and the proletariat; but they thought
of these groups as declining in importance, and as owing
their position principally to the continuance of obsolescent
methods of production. There is a great deal in Marx’s
writings about the position and attitude of the petty bour-
geoiste ; but it is all based on the assumption that this class,
depending for its survival on small-scale production and
pre-capitalist forms of trade and agriculture, is destined to
be gradually superseded by the further advance of large-
scale Capitalism. What Marx and Engels wrote about
the future of the petty bourgeoisie was for the most part
correct enough as far as it went; but it is largely inapplicable
to the petty bourgeoisie of to-day—above all in the societies
which have no large class of peasant owners of the soil.
For although the old petty bourgeoisie still exists, and is
still being gradually eroded by large-scale enterprise, a new
and different petty bourgeoisie has come in to take its place
far faster than the older petty bourgeoisie has been swept .
away,

Marx’s doctrine of the concentration of capital was right®
enough in its prophecy of an increasing concentration of the
control of large masses of capital in the hands of a few great
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capitalists ; but it was certainly wrong to the extent to which
it prophesied a coming polarisation of economic classes to
the two extremes of vast wealth and increasing misery.
This has not happened over the capitalist world as a whole;
and only under quite exceptional circumstances has it
shown any sign of happening in certain particular countries.
Some Marxists prophesy that it will happen everywhere as
Capitalism plunges further into decline. But I can see no
sufficient evidence of this; nor do I believe that, even if it
does happen, the reaction b the expropriation of the middle
groups is likely to be their assimilation to the proletariat,
but rather, at any rate in the first instance, a more intense
hostility to the proletariat, such as we have seen in Germany,
and a determined effort to reconstruct industrialism, not on
Soctalist lines, but in the interests of the threatened inter-
mediate groups. :

The crude diagnosis based directly on The Communist
Manifesto worked well enough in Russia, and may continue
to work in certain other of the less developed countries,
precisely because in these countries there does exist a
starker confrontation of classes than elsewhere, and such
intermediate groups as do exist are far too weak and inco-
herent to stand befween the combatants, or to make an
independent bid for power.

Some Marxists of the older schools were seriously an-
noyed when the Socialist Revolution happened first in
‘ unripe ” Russia, and not in any of the highly developed
capitalist countries. But it was able to happen the more
easily in Russia precisely because Russia was not highly.
advanced in capitalist production. The deficiency of
capitalist equipment caused Russia to feel the strain of war
far more than the more advanced countries, and this led to
a more complete economic and political breakdown than
occurred elsewhere, and so gave the Socialists a greater
chance of seizing power. What industry there was, how-
ever, was very highly capitalistic, run by huge concerns
with the aid of foreign capital and foreign technicians, and
employing a wretchedly exploited proletariat in & condition
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of militant resentment. This ill-used and congested pro-
letariat of the few great factories supplied the storm troops
of the Socialist Revolution; and, when once the Czarist
system had collapsed under the strain of war, there was no
coherent force left to oppose its victory. The peasants had
far too little power of collective action, and no positive
policy save the very practical but limited objective of seizing
the land. The middle class, small in numbers, was to a
very large extent “ officialised,” that is, composed of
Czarist functionaries and hangers-on ; and this section of it
collapsed with the collapse of Czarism. The industrial and
commercial middle class was far too feeble to assert itself
as the controlling force in the country, and far too timorous
and reactionary even to attempt to put itself at the head of
the peasant mass. The Socialists—or rather the Com-
munists—won chiefly because they were the one strong and
coherent group capable of holding the country together and
imposing upon it a new régime, but also because, in the hour
of need, they found a leader who knew what he wanted and .-
had enough personal force and will-power to impose his
ideas and strategy upon his more hesitant colleagues.
Russia was the great couatry in which it was easiest to
establish Socialism for all these reasohs—and for another,
her ultimate imperviousness to invasion. Much territory
was lost by the Soviets, but not enough to prevent them
from building up over the remainder a highly organised and
successful Socialist State, In the Western countries the
position was very different. They stood up to the war far
better than Russia, because they were far better equipped.
The victorious Allied States, because they were victorious,
suffered no such collapse of their established institutions as
to create a really revolutionary situation ; and in the defeated
countries, where the old systems of government did collapse, -
the destruction of institutions did not go nearly so far as it
had gone in Czarist Russia by 1917. Moreover, when new
forms of government had to be devised, it at once became
evident that the Socialists would have to face far more
formidable opposition, not only because they were far more
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than in Russia at the mercy of the victors, but also because
the internal class-structure was far less simple in Western
Europe, and the middle groups hostile to Socialism were far
more formidable. Nor can it be left out of account that in
the advanced countries the process of turning proletarians
into semi-bourgeois had gone a long way, especially among
the leaders of the Socialist Parties and the Trade Unions:
so that there was no such clear-cut revolutionary will to
power as existed among the proletariat of Russia.

The history of Western Europe since 1918 most strongly
suggests that, however right Marx was in his fundamental
philosophy of history, the practical application of his
doctrine needs working out afresh in the light of the present
class-structure of West European Society. The plain fact
is that in Societies of the advanced capitalist type the
proletariat of manual workers and those lower  black-
coats ** who are allied with them must either find allies out-
side its ownranks, if it is to succeed inestablishing Socialism,
or must expect to face the opposition not only of the great
capitalists and their direct hangers-on, butalso of very power-
ful and class-conscious intermediate groups which include a
high proportion of the most determined and most educated
sections of the populdtion. Moreover, this middle section is

- not the decaying petty bourgeoisie of Marx’s day—though

: it gets this decaying petty bourgeoisie under its leadership---
but a group abreast of modern technique, well-used to the
employment of the most modern methods of production,
accustomed to command men in the key technical positions
of industry and administration, and above all not declining
but rapidly increasing in number ‘as Capitalism develops.

It is, I know, often argued that this is but a passing phase,
and that the decline of Capitalism will inevitably drag down
with it this middle class that lives on the high but unstable
productivity of modern industrialism. Wherever a capital-
ist system does seriously decline, it is true enough that the
middle class speedily feels the pinch. But how does it react
to adverse conditions ? Not for the most part by accepting
proletarianisation, and coming over bodily to the side of the
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manual workers, but far more by banding together for the
defence of its privileges in a determined effort to uproot
Socialism and destroy the entire working-class movement,
which it regards as the chief source of its difficulties and as
a menace to its social superiority. For, whereas the typical
member of the middle class may dislike bankers and great
industrialists, his dislike of them is mild and ineffectual in
comparison with his fear and hatred of Socialism. Large-
scale Capitalism, if it can be made to work, promises him
a continuance of his superior social status and standard of
living, whereas Socialism seems to threaten him with the
extinction of his superiority, and offers him a standard of
living which he will have to share as an equal with other
men, and one which depends for its adequacy on the success
of a Socialist system in creating general abundance.

Some middle-class people, faced with this choice, choose
Socialism. But most do not, especially where the conduct
of the Socialists themselves leaves in serious doubt their
power or will to carry the Socialist revolution through to a
successful issue. Moderate Socialism can succeed in
attracting adherents among the middle classes as long as it
does not look like establishing Socialism at all, but only
like doling out further measures of social reform without
imperilling the capitalist system. As soon as Socialists pass
beyond mere social reforms that can be carried through
without endangering capitalist property to any serious
attempt to establish a Socialist system, or even to demands
for social reforms that the capitalists cannot easily concede,
they can no longer afford to be or to look moderate; for in
either of these circumstances a policy of * moderate
Socialism is necessarily one that stands no chance of success.
It promises to make the worst of both worlds—so to hobble
Capitalism that it can no longer work at all, and yet to stop
short of the courageous action that is needed for setting up
Socialism in its place. It is true enough that Socialists
cannot hope to win adherents in the middle groups unless
they are reasonable and constructive ; but to be constructive
is not at all the same thing as to be moderate.
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We have seen in Italy, in Germany and in Austria how
dangerous to the Socialist cause the middle class can be
when it is frightened by insecurity. It will in such a case
not scruple to ally itself with the great capitalists against the
working class, or to behave with the most complete ruthless-
ness in stamping out working-class organisations and re-
pressing freedom of speech if it can win the victory. It will
- do this most readily when the working-class movement
bebaves with the greatest moderation; for this moderation
will be taken for what it is-—a sign of conscious weakness and
irresolution. Even so, the middle class will hardly turn
Fascist en masse unless it feels itself seriously threatened by
economic adversity, as it did in Italy and in Germany and
in Austria. For nothing short of a sharp fall in its standard
of living will suffice to make it ready to stake everything
upon a unifed onslaught on the powerfully organised
working-class movement. :

It follows from this, I think, that the deterioration of
Capitalism cannot be relied upon of itself to make the way
smooth for the advent of Socialism. It is far more likely
to lead, in the first instance, to a violent attempt by the
middle class, with the support of the great capitalists, to
set Capitalism again on its feet by destroying the Socialist
menace and lowering the working-class standard of life.
In the long run, such a process is self-destructive ; for it can
succeed only to the extent to which one country lowers
its standard of wages more than others, and thus captures a
large share of the competitive world market. Such success
is bound to lead to retaliatory action by other countries,
either by similar treatment of their workers, or by building
up high tariffs and embargoes in the way of foreign dumping.
Thus arises a general movement towards a self-sufficient
Economic Nationalism which tends to lower the standard
of living both in the countries subject to Fascism and in
other capitalist countries which are their competitors in
the world market. It leads to a flat repudiation of that
freedom of international exchange which has in the past
~ constituted the chief claim of capitalist societies to economic

]
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virtue, and the means bywhich they have been able at the
same time to enrich their profit-makers and to improve,
albeit all too little, the standards of living of the masses of
the people.

But, if the standards of living are to be driven down, how
are the Fascist countries, or indeed their non-Fascist
competitors in the capitalist race for profits, to find employ-
ment for the workers ? If the workers are not to produce
more goods for their own consumption, how are they to be
keptat work ? The present condition of Europe makes the
only possible answer all too disastrously plain. The workers
are to be kept at work making, not consumable goods, but
armaments—more and more means of destruction to
aggrandise the Fascist rulers. And, as Fascism, dependent
on capitalist favour for its tenure of power, cannot tax the
rich to pay for these armaments, the poor must pay for
them. The Fascist Governments must borrow the means
of payment at biglt cates of interest from the rich, and must
make the poor meet the charge. But, as the poor are too
poor to meet it all, public debts must be piled up higher and
higher, and their redeidpiion inde finitely postponed. The
people must be fed on promises that arms will bring victory,
and victory national profit to offset the miseries of the present.
Thus Fascism is impelled by its own internal contradictions
to drive on remorselessly towards world war. It must travel
by a road which can lead only to war or to the unequivocal
admission of failure. For the only altérnative to war that
remains open is the gradual decay of a series of authori-
tarian States, each to the end holding its working class
under by force and forgoing the opportunities of plenty
which a Socialist economy alone could epable it to
realise,

Even if the Fascist attempt to build up a new kind of
State-controlled Capitalism organised for the purpose of ~
upholding the interests of the middle class is in the long
run self-destructive, it does not follow that Socialism will
emerge out of its difficulties, For the Socialist Common-
wealth will not drop like a ripe fruit from the tree of
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Capitalism. It will have to be worked for, and sacrificed
for, before it can be achieved, Marx was well aware of
this; and there is no greater mistake than to regard him as
a fatalist who deemed the triumph of Socialism to be
certain apart from human effort to achieve it.

Marx was no fatalist, though he bas often been misin-
terpreted in that sense. , Again and again, he denounced the
fallacy of mechanistic determinism, on which the doctrine
of fatalism is based. Again and again, he insisted that men
make their own history, and emphasised the creative role of
a constructive Socialist Party in the-struggle for power.
Human history is determined only in the sense that men
must make it by acting within the limits set by the environ-
ment with which they have to deal, and not in the sense
that it is made for them, apart from their own endeavours..
The Marxian philosophy was put forward not as ultimate
and changeless truth, but as a guide and stimulus to action
—in effect, as the philosophy appropriate to the needs of
the men for whom it was formulated. )

It is on this account the worst perversion of Marxism to
cleave to the letter of what Marx wrote, without regard to
changes in the objective situation that has to be faced. All

. true Marxism must be a living and growing doctrine,

constantly re-stated and modified in the light of changing
objective conditions. If the class-structure of Society has
altered significantly since Marx wrote, the true Marxism is
to recognise the reality of what has happened, and to make
a new interpretation to fit the new facts. It is not Marxism,
but ostrichism to learn off the Marxian gospel by rote, and
expect devoutness to give absolution from the duty of further

“thought. For the Marxian dialectic is a method of thought,

and not 2 dogma—a way of thinking about to-day, and not a
mystical formula true invariably yesterday, to-day and for
ever. Reality does not stand still; and a man who tries to
stay in the same position in a moving world is likely to
suffer as strange misadventures as find place in the scientific
romances of Mr. H. G. Wells, .

The need for a fresh statement of Marxism is very plain
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to-day. The Russians can get along well enough with =
crude literal interpretation of the Marxian scriptures
because what was true of Western Europe, and especially
of Germany, a century ago, was near enough to being true
of Russia in 1917 to serve as a workmanlike basis for a
practical Socialist policy. But when Russian Communists
set out to generalise their experience, and to order Socialists
in other countries to follow precisely their example in the
sacred names of Marx and Lenin, the inappropriateness of
their dogmas to the Western situation soon becomes
manifest. They achieve an appeal, but oaly to a limited
section of the Western proletariat—the section ground
down by prolonged unemployment to a condition of distress
that breeds a spirit of intense revolt—and, outside the pro-
letariat, to a section of generously minded youth that sees
in Russia so glorious an example for Socialists all over the
world, and so pointed a contrast with the futilities of Western
Social Democracy, as to accept the Communist gospel
a la Russe in a spirit of hope rather than reason. The mass.
of the Western proletariat, still in jobs, even if they be poor
ones, stands aloof, hoping for a less exacting gospel.
Consequently, where Communism has made headway in
" the West, it has been often in danger of splitting the Labour
Movement, instead of uniting it for the pursuit of a coherent
Socialist policy; and the split in the workers’ ranks has often
made far easier than it need have been the triumph of the
upholders of inequality and property rights, Communism
on the model of the Russian Revolution of 1917 is for the
present an inappropriate strategy in the Western countries
because it assumes a working class with nothing to lose
but its chains, whereas, even in years of depression, a large
part of the working class has something to lose, and is by
no means unmindful of the necessity of guarding its pos-
sessions against attack. Communism of this sort could
stand a chance of rallying the key sections of the proletariat
solidly behind it only if the economic dissolution of Western
Capitalism had proceeded much farther than it has yet, or
if the other sections of the Socialist movement had been
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already crushed out of effective existence by Faseist repres-
sion. As matters stand, the crude Communism of those
"who uphold the notion of the * Permanent Revolution”
“divides instead of uniting the workers, and thus makes
easier the task of those who set out to establish the authori-
tarian State as an instrument for preserving the class
system, :

But if the literal interpretation of the Marxian scriptures
results, in Western Europe, in a disastrously inappropriate
policy, the opposite extreme of explaining Marxism com-
pletely away is certainly no less unhappy in its results. For

' Marxism was, and remains, essentially a revolutiopary
gospel, quite irreconcilable with the * gradualist ™ type of
constitutional Socialism which is to be achieved by the
decorous use of the established parliamentary instruments.
Marx steadily insisted that the workers, in order to establish
Socialism, would have to discard the existing parliamentary
type of State, as a form of social organisation created in the
image of the capitalist system, and would have to create for
themselves a new kind of State, as the instrument of a
radical change in the entire basis of social and economic
institutions. Marx assuredly did not believe that Socialism
could come by merely parliamentary means, or that Socialist
parliamentary parties ought to set out to use their political
influence so as to bring about a graduai amendment of the
existing parliamentary system, and so make it applicable
to the work of thorough-going social reconstruction which
Socialists are pledged to undertake. Marx was a revolu-
tionary, and not an apostle of evolutionary gradualism.

But, the Social Democrats object, Marx formulated his es-
sential doctrines before the advent of modern parliamentary
democracy, before the age of universal suffrage and respon-
sible party government, before the great era of social reform
and of taxation designed to redistribute incomes betweenrich
and poor. If he had been alive to-day, would he not have
changed his attitude, and seen the best hope for Socialism
in a peaceful and constitutional transition to be achieved
by parliamentary means ? Of course, I cannot say—no one
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can—what Marx’s views would have been if he had been a
different person born at a different time into a different
environment ; but on this point what he did actually say is
not open to doubt. Marx’s view of the State as he knew
it was that it was essentially a coercive instrument designed
to serve the interests of the governing class—that is, the
capitalists—and that it could not be changed, by any mere
capture of a parliamentary majority, into an instrument for
the achievement of Socialism. He held strongly that the
workers would need a powerful State as an instrument for
carrying through the Socialist revolution and for defending
it against counter-revolutionary attempts; but he thought
the revolutionaries would have to build up this new State for
themselves, cutting clean away from the institutions of the
capitalist State, and creating in their place new proletarian
institutions of their own. Regarding the State as an
instrument of coercion, he thought of it far more in terms
of authority than of electoral representation. The State
was, in his view, far more fundamentally embodied in the
Crown, the Upper Chamber, the Law Courts, the police
and the armed forces than in any popular representative
assembly. Its legislative function was meant to be
secondary: its primary function was the preservation of law
and order in the interests of the propertied classes.

This view of the State went out of fashion towards the
latter end of the nineteenth century, when social legislation
spread fast and Socialist parliamentary parties began to
assert their influence on the course of public affairs. The
post-war reconstruction of Europe was based on the alterna-
tive theory that parliamentary States could be created to
serve as the instruments of an inclusive democracy, through
parliaments which would mirror the mind of the community
as a whole. But in fact no parliamentary State was, even
in theory, anything like completely democratised. There
were retained in all of them large elements of authority not
responsible to a popular clectorate; and the law courts

nd the armed forces remained everywhere subject to
aristocratic or plutocratic influences. Moreover, it was
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spaedily discovered that the theory that Parliament should
mirror the mind of the community did not work, for the
simple reason that, under the existing conditions, the * com-
munity » had no collective mind. There arose a multiplica-
. tion of contending parties, none of which was able to
command a majority in the popular Chamber: so that
Governments had to be based on shifting coalitions of
parties and groups, and were unable to carry out any co-
herent or far-reaching policy. Over most of the Continent,
the half-hearted venfures into parliamentary democracy
which followed the war soon produced results so disap-
pointing as tolead to a sharp reaction against parliamentar-
ism. The representative method seemed to leave all the
vital questions unsolved and insoluble within its limits;
the policies to which it gave rise were neither fish, flesh,
fowl], nor good red herring. Socialism was neither disposed
of nor adopted ; but Capitalism could no longer govern in
its own way. Discontents grew, coming to a head first in
Italy, where the Socialists half seized and then let go their
chance of power, and where Mussolini and his Fascists
struck back promptly, with the great capitalists behind them,
destroyed the Socialist and Trade Union movements, and the
parliamentary system with them, and set to work to build
up the new model of the authoritarian * Corporative ”
State, :

In Great Britain and in some other countries of Western
Europe, where economic conditions were better, Capitalism
less fearful, and parliamentarism more strongly entrenched,
there was no such sharp revulsion of feeling, but only a
gradually spreading disillusionment. Even left-wing
Socialists did not give up hope in parliamentary methods,
both because there seemed to be a hope of getting a clear
Socialist majority in Parliament, and also because there was
nothing to shake the mass of the people out of the accus-
tomed ruts, or to drive them to extreme courses out of sheer
discomfort and despair. Great Britain especially remained,
except a section of the chronically unemployed, too com-
fortable to be enthusiastic, and too sceptical of anything
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important really happening to begin thinking in terms of
force. Socialist parliamentarians continued to hope that,
when they got their parliamentary majority and their
mandate from the people, the governing classes would
peacefully bow to the will of the majority, and refrain from
using the authoritarian elements in the State against a
Socialist Government, or from resorting to force in defence
of inequality and exploitation. Moreover, even those who
were doubtful of this acquiescence held that the right course
was to advance as far as possible by parliamentary means,
on the ground that this would at least place the Socialist
movement in a better strategic position for resisting violence
from its opponents, and further that nothing short of a
plain demonstration that the will of the majority would
not be allowed to prevail without forcible resistance would
put even the workers into a mood to think in other than
parliamentary terms. It must be remembered that Great
Britain’s working-class population is of all the populations
of the world probably the most disarmed and the worst
equipped for any trial of armed force with its opponents.
It is a very long time since Englishmen or Scotsmen or even
Welshmen manned a barricade, or sniped from behind a
wall. Ireland is another story; but the Irish Free State bas
contracted out of the British revolution.

I personally feel no doubt that this latter view is right.
The British workers are not at all in a mood to make a
violent revolution, and no amount of propaganda will make
them so. They will continue to think in parliamentary
terms at Ieast until the parliamentary method of advancing
towards Socialism has been tried, and has demonstrably
failed, or until they are faced with a really formidable
Fascist movement plainly aiming at the destruction of their
organised power. The right strategy for British Socialism
is undoubtedly a strategy of parliamentary action; for no
other strategy stands a chance of doing anything except
dividing the working-class movement, and robbing it of all
chance of getting what it wants.

But, if the right strategy is parliamentary, it is all the more
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essential to understand that the only chance of using Parlia-
ment as the instrument for an advance towards Socialism
is to use it in a radically new way. We must be mindful of
Marx’s doctrine that the Socialists must build up their
own institutions, and not merely take over those which
have been designed to serve the interests of Capitalism.
This involves not merely a replanning of parliamentary
procedure, which almost everyone agrees to be necessary,
and a frontal attack on the House of Lords, but also the
prompt building up outside Parliament and parallel to it of
new Socialist organs of administration for the taking
over and conduct of industries and services which are to
be socialised, and the placing of all the essential executive
services under the direct control of competent Socialists
who can be relied on to administer them in accordance
with a general and coherent Socialist policy.

To go farther into this matter would take me too far
afield. My point in relation to Marxism is that, while it is
clearly un-Marxian to expect to get Socialism by parlia-
mentary means, it is not un-Marxian to make use of a
Parliament dominated by a Socialist majority as one among
a number of instruments for the advance towards Socialism,
provided that at the same time the new extra-parliamentary
agencies for the administration of the country on a Socialist
basis are being built up, and provided further that the party
enters on its task with a full consciousness that it is there
not merely to pass new laws, but to alter the entire social
structure of the country in such a way as to abolish speedily
all institutions that rest on a basis of class-privilege, and to
create at speed the new institutions appropriate to a class-
less and equalitarian Society.

That these tasks are hard goes without saying. Indeed,
anyone who at this time of day expects to get Socialism
easily in any country must be utterly blind to the significance
of contemporary forces. The advance of capitalist in-
dustrialism, so far from consolidating the proletariat into
a homogeneous mass and flinging down into it all but a very
small privileged group of capitalists, is positively at its
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present stage weakening the older proletarian forces. The
decline .of the older basic industries lessens Trade Union
power: the diffusion of industry also removes a good deal
of the older concentration in bighly proletarianised districts.
The change in the character of the labour-process lessens
the need for skill, and weakens the sectional monopolies of
the craft Unions; and it is a hard task to rebuild Trade
Unionism on the broader and more inclusive basis appro-
priate to the new conditions, especially in face of unemploy-
ment due both to trade depression and to the increasing
mechanisation of industry. The number of blackcoats and
semi-blackcoats increases in relation to the number of the
* horny-handed ”’; and the blackcoats have less instinctive
solidarity, and more inclination towards snobbishness.
All this means that Socialism, while it can by no means
afford to do without Trade Unionism, has to build itself
up more actively on a political as well as an industrial basis,
and to create for itself a political movement far more closely
knit than the Labour Party, still mainly federal in its basis,
is to-day.

For the proletariat cannot hope to win Socialism in
Western Europe purely as a proletariat organised for
industrial action and defence. It has to make itself the
nucleus of a political movement closely organised for the
bringing about of a radically different social order, and
appealing for the support of all those who can be induced
by the muddles and injustices of Capitalism to turn to the
task of building up a Planned Society on a foundation of
common ownership. What Socialism needs to-day is not
fundamentally more careful and rational elaboration of the
Socialist case—though it does need that as well—but more
driving force and a stronger emotional appeal. The
trouble about the Socialist movements of nearly all coun-
tries—Russia is of course the great exception—is that they
are dull. They are dull because their leaders seem to have
no belief in the mission of the movement to make the world
anew, and to be far more intent on refraining from making
promises which they are not certain of being able to perform
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than on getting those to whom they appeal really keen and
enthusiastic about the possibilities of a Sdcialist way of
life, and determined to struggle for Socialism with all their
might as the embodiment of a satisfying faith as well as a
merely economic doctrine. It often seems as if the leaders
of Socialism wished to make out that a Socialist Society
would be as like a capitalist Society as no matter, except
that an ache or two here and there would have been cured,
and a number of institutions might pass under different
names—public corporations instead of joint stock com-
panies, public bonds instead of private shareholdings, and
so on, But the more like Capitalism Socialism is made to
look, the less worth while it seems to work for it. Revolu-
tions cannot be made except under economic conditions
that favour them; but it is equally true that they cannot
be made without revolutionaries, or without enthusiasm
based on faith as well as hope and charity.

Marxism is a gospel for revolutionary enthusiasts who
want to change the world, not for those people who want
it to go on being as nearly as possible the same. The
Marxian dialectic is a theory of social revolution. The
Marxian conception of history is the dialectic expressed in
terms of the revolutionary process. The Marxian theory
of dictatorship is simply the Marxian theory of history at
the point of the revolutionary crisis. 1t is possible to make
nonsense of all these doctrines by interpreting them in a
purely formal way, merely repeating by rote extracts from
the Marxian scriptures without any attempt to think out
afresh the correct formulation of the Marxian attitude for
each new generation and for each new situation that we are
called upon to face. But this is not Marxism, but pedantic
dogmatism in a spirit entirely alien to the dialectical basis
on which Marxism rests. “ Big Bill ” Haywood, of the
American Industrial Workers of the World, had a favourite
phrase, which he introduced again and again into his
speeches. It was this: “ Think, think, think, and keep on
thinking. It'll hurt you like Hell at first; but go on think-
ing, and you’ll get used to it.”” That is good and prudent
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counsel for Socialists; and it is indispensable counsel for
anyone who sets out to apply Marxism to the conditions of
the modern world.

For, as Marx said, sound doctrine needs to be not
abstract ** truth,” static perception of what is, but above all
a guide to action, designed to help us not merely to under-
stand the world, but also to change it for the better. We
cannot hope to change the world unless we understand it
as it has grown, as it is, and as it is coming to be. Marx
presented us with an invaluable picture of the growth of
Capitalism up to the middle of the nineteenth century, an
extraordinarily penetrating analysis of it as it then was, and
a remarkable prophecy as to its future, as far as that future
could be foreseen from the past and the present as they were
then known. This prophecy was partly wrong, as it was
bound to be; for no one can foretell the future. Even the
greatest theoretical leader cannot foretell what is to come:
he car, only say to what further developments the tendencies
already discernible in the present seem to point; and even
that he must do in the knowledge that new tendencies are
certain soon to appear and to create the need for restate-
ment of his forecasts. I Marx had been quite right about
the future he would have been wrong to be right; for he
could have been quite right only by accident and not by
clear fore-knowledge. Accordingly it is our business to-
day not to believe everything Marx said as valid for our day
and generation, but to look fairly and squarely, helped by his
interpretation of the past, at the objective situation of to-day,
and make up our own minds in the light of past and present
alike what to expect and how to act in the future which we
must help to shape and to create. That only is Marxism.
An “ orthodox » Marxian dogmatist may be learned in the
Marxian scriptures: the one thing he cannot be is a follower
of Karl Marx.
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THE CRISIS IN EUROPEAN SOCIALISM

Ever since 1918, all the world over, the working-class
movement has been facing a crisis, the most severe in its
history. In one great country, Russia, the last war brought
Socialism to power, and the Soviet Union was able to
maintain itself through desperate years of civil war and
foreign intervention, and in the end to consolidate its
authority and set about the difficult task—still by no means
complete—of building up the Socialist State, But else-
where in Europe, the Socialist revolution collapsed. Soviet
Governments, of a sort, held sway in Bavaria for a few
daysy and in Hungary for a few months. But in Germany,
which was the key to Western Europe, the revolution of
1918 was never allowed to take a Socialist course. The
Socialists themselves—all but a very few of them—were
against any attempt to turn defeated Germany into 2
Socialist Republic. They set to work, instead, to build up
the Weimar Republic on the model of Western capitalist
democracies. Theycreated a new State which the old ruling
classes hated, and in which the people did not believe. In
Austria the Socialists held Vienna; but the new State
was modelled on the Weimar Repubhc and shared its
weakness.

Italy, too, advanced to the very threshold of Socialism,
and then drew back. But, whereas in Germany the Social-
ists, even if they would not attempt to create a Socialist
State, were nevertheless compelled by circumstances to play,
for the time, the leading part in building up whatever State
was to be built, in Italy this was not so. The Italian
Socialists, having drawn back from revolution, practically
stood aside, and left the weak parliamentary State open to
attack from the other flank. Fascism came first in Italy
because the Italian Socialists, unlike the Germans, did
nothing to defend the parliamentary system which they had

160
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'refused to attack. The door was left wide open to anti-
‘democratic reaction; and Mussolini marched through it
‘practically unopposed.

In effect, except in Russia and Italy, the Socialist and
working-class movements of Europe staked their fortunes
upon the reconstruction of parliamentary Capitalism. They
felt unready to make a bid for Socialism; and they set their
hopes on the creation of democratic parliamentary systems
within which freedom of speech, propaganda and organisa-
tion were to give them scope for winning the people over
gradually to a Socialist attitude. Their immediate policy
was to be one of social reform ; and this meant reconstruct-
ing Capitalism as a means of providing employment for the
people and funds for the reformers during the period of
transition to Socialism. The new States carved out of
territories detached from the old Russian and Austro-
Hungarian Empires followed the same policy ; and the lesser
States of pre-war Europe, as soon as they had seen which
way the cat was jumping, did the same. There were White
Terrors in Finland, in Hungary, and in Bulgaria—in fact,
wherever any form of Socialism looked like making a real
bid for power. But, when the White Terror had achieved
its purpose, these countries also began to settle down under
some sort of parliamentary system, even if their parlia-
Inentarianism was not in reality more than a decent cover
for the dictatorship beneath. ]

Thus, European Socialism, except in Russia, where
Communism had won the day, and in Italy, where Socialism
had already been crushed by Fascism, grew up in the genera-
tion after 1918 as a constitutional movement acting within
the framework of parliamentary States whose fundamental
institutions were no less capitalistic than before the war.
Post-war Socialism continued the methods, policies and
traditions of the pre-war Socialist and Labour Parties of
Great Britain, France, Germany and the Scandinavian
countries. In pre-war Europe this policy had been taken
almost for granted, wherever the political system allowed
the workers freedom to’organise, to form political parties,

.
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and to conduct propaganda and agitation without falling
continually foul of the*law. Political Socialism was a
movement for immediate social reforms, combined with an
advocacy, more theoretical than immediately practical, of
the evolutionary replacement of Capitalism by Socialism,
as soon and as far as the change could be brought about by
pacific, constitutional means. The leaders of Socialism up
to 1914 were in constitutional and permanent opposition:
they aimed at influencing policy rather than at making it
themselves; they had no expectation of being called upon,
- within any period of which it was necessary for them to
take account, to undertake the responsibility of govern-
ment, :

This condition of parliamentary Labour and Socialism
up to 1914 profoundly influenced the attitude which its
feaders actually took up in the critical period which imme-
diately followed the breakdown of German resistance to
the Allies. Right up to 1918 the Social Democratic and
Labour Parties of the various countries had never
anticipated that they would be faced at short notice with
a definite choice between revolution and a policy designed
to protect past gains at the cost of committing them to help-
in keeping the capitalist system on its feet. Where the
choice had to be made suddenly, as in Germany, the great
mass of the Social Democrats, faithful to their tradition of
gradualist and constitutional action, immediately took their
stand against revolution and allied themselves with middle-
class parties of the Left and Centre, against aggressive
nationalism on the one hand but also against revolutionary
Socialism on the other.

This choice was fatal to the possibility of achieving any
real economic revolution in the post-war years, either in
Germany or in the Succession States of the Austro-
Hungarian Empire. It must be admitted that the difficulties
which the Socialist Parties of Europe had to face in the
years immediately after the war were very formidable, and
that a plausible case could be made out for an alliance
with the more liberal elements-in the bourgeoisie for the
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’establishment of republican institutions based on nineteenth-
century conceptions of Parliamentary democracy. It must
‘be admitted that the risks involved in the alternative policy
of a firm attempt to institute Socialism were very great,
In face of the military and economic power of the dominant
Allies, these risks included the possibility of sheer starvation
for the defeated countries ; and on humanitarian grounds the
Social Democrats of Germany and Austria were plausibly
tempted to pursue moderate and temporising policies in
the hope that conditions would speedily improve, so as to
enable them to take a more militant line. But no one,
I think, will seriously suggest that the attitude taken up
by the main body of the leaders of European Social Demo-
cracy in the years immediately after the war was mainly due
to these tactical difficulties, great as they indubitably were,
and powerfully as they served to reinforce other considera-
tions in these leaders’ minds. Much more fundamentally
their decision was the patural reaction, to a situation calling
for a sudden choice between dramatically opposed policies,
of bodies of men who had been brought up in the tradi-
tions of Parliamentary gradualism and were unable to
‘change their mental attitude when they were suddenly
confronted by an essentially revolutionary situation. The
Social Democratic Parties of those countries in which free-
dom of agitation and political action had existed in some
considerable measure before the war had often great
strength and solidarity; but they lacked everywhere the
psychology of revolution, or the power quickly to adapt
themselves to a situation radically different from that to
which they had been accustomed.

By the Russian Communists and their auxiliary, the Third
International, this decision of the leaders of European
Social Democracy in favour of coalition with the liberal
bourgeoisie in preference to a policy of Socialist revolution
was roundly denounced as “* a betrayal of the working-class
movement,” That it did deflect the entire course of events
in post-war Europe is not in doubt. The policy of Socialist
revolution g outrance in Germany and the Succession States
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might conceivably have succeeded in 1918 and 1919, or it
might—more probably—have failed.  But whether the
Revolution had been lost or won, it is certain that the whole
subsequent course of European politics would have been
different if the attempt had been made. For the conse-
quences of the Social Democratic decision were, on the
one hand, the equipment of a large number of European
countries with improvised constitutions based on an ill-
digested compromise between the capitalist political systems
of the nineteenth century and the democratic beliefs of the
moderate Socialists, and, on the other hand, the appearance
of a sharp division in the ranks of the working
classes between the adherents of gradualism and of
revolution.

When, as happened in Germany, the Social Democratlc
leaders found themselves suppressing Spartacist risings by
‘armed force, and compelled to make use for this purpose of
reactionary corps led by ex-officers who hated democracy
as well as Socialism ; when Socialist took to killing Socialist
in the streets; and when Social Democratic Governments
had to damp down Trade Union agitation lest it should
interfere with capitalist recovery, a disastrous rift was made
in the solidarity of the working-class movement. This
speedily reacted upon the Social Democratic politicians, by
diminishing their influence in the coalitions into which
they had entered. For they could no longer claim to be
the effective canalisers of the whole force of working-class
discontent, or to be the real representatives of the working
class as a whole, Accordingly their power and influence
suffered, and gradually the bourgesis parties were able to
push them out from their original position of predominance
in the affairs of the new Parliamentary States, Stage by
stage, the Social Democrats found themselves pressed back
all along the line, until the coalitions which at first they had
led collapsed, and they were reduced to the status of an
opposition unable even to oppose with all its strength for
fear of upsetting the precarious democratic constitutions
which they had set up, and of provoking a powerful offensive
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alliance of all the bourgeois and reactionary forces against
the parliamentary regime.

From the Communist point of view this retreat constituted
a “betrayal,” however much the leaders of the Social
Demdcrats remained throughout wholly honest according
to their lights. They thought doubtless that they were
acting for the best, and in the interests of the working class,
when they made their original decision in favour of a policy
of compromise and coalition and against revolution, And,
when once this initial decision had been made, it was
extraordinarily hard for them at any subsequent stage to
reverse it and adopt a different attitude. Each step seemed
to follow logically upon the one before it; and to the bitter
end the * defence of the Republic” appeared to most of
them to justify the continuance of the original policy of
compromise—even when the possible terms of compromise
had become very much worse. The more their own forces
became weakened by the long succession of compromises
and retreats, the greater the need for rallying to the defence
of the moderate capitalist parties against the reactionaries
was apt to appear: so that Social Democracy, as it steadily
lost ground in the countries in which this policy was fol-
lowed, found in every decline of its influence a fresh reason
for maintaining the parliamentary Republic at any cost.
Its leaders remained, and mostly remain in exile even to-day,
emphatic in asserting with perfect sincerity that they acted
throughout in the iaterests of Socialism. But the fact
stands out beyond question that their policy did not prevent
Social Democracy, which seemed on the eve in 1919 of a
prodigious conquest, from having to retreat precipitately all
along the line, and at length going down in one country
after another to utter defeat.

These considerations apply, in the form in which they
have just been stated, only to the Social Democrats of those
countries in which, in the period immediately after the war,
a definite choice between the rival policies of compromise
and revolution presented itself in a definite and inescapable
form. In the Allied countries, which emerged victqrious



166 SOCIALISM IN EVOLUTION

from the war, the situation was different, because no
revolutionary situation there came into existence of itself
as a consequence of defeat, and the opportunity-for revolu-
tion, if it were to arise at all, would have had to be deliber-
ately created by the method of mass agitation. The
Socialists of Germany and the Succession States made a
conscious choice between the two policies, because they
were confronted with a situation in which they had to
choose, The Socialists of the Allied countries, on the other
hand, were for the most part not conscious of choosing at
all. There existed, no doubt, a ferment in these countries
also among returning soldiers and workers discharged from
the war-time factories. The Trade Unions came forward
with ambitious demands: a large section of the population
hovered uncertainly, waiting to see what would happen.
But these manifestations of unrest, extensive as they were,
did not amount to a revolutionary situation. The Socialist
and Labour leaders in the Allied countries, except Italy,
chose between gradualism and revolution only in the sense
that, under the changed conditions of the post-war world,
they merely modified and did not radically alter the gradual-
ist policies which they had been pursuing in the generation
before the war. It never occurred to them, or it occurred
to very few among them, that these policies could be altered,
or at any rate that a respectable case for altering them could
be made out. Even the possibility of a British or 2 French
revolution in 1919 was barely considered. British Labour
and French Socialism simply carried on as before, stiffening
up their programmes with fresh demands in accordance
with the changed temper of their followers, but not con-
templating at all the idea of a revolution & Ja Russe or
even a I'Allemande.

For some time, in the victorious countries, this constitu-
tional policy seemed to be achieving a fair mount of
success. Socialism in both France and Great Britain
emerged from the war much stronger in electoral influence
than it had ever been before. The change was more marked
in Great Britain, because there the collapse of the Liberal
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- Party and its sharp division into opposing groups gave the
Labour Party after 1918 the chance of becoming the prin-
cipal factor in the opposition, and the only possible source’
for an alternative Government. In France, where the
political situation was quite different owing to the existence

‘of a large number of independent groups in place of the
traditional two great parties of British politics, Socialism
became an important influence on the left wing of Radical-
ism, and was instrumental in the return to power of the
Radical Socialists under M. Herriot both in 1924 and in
1932. The French Socialists did not, indeed, like those of
some other European countries, accept at this time actual
coalition in government with bourgeois parties of the left
or centre; but both in 1924 and in 1932 they were largely
responsible for keeping the Radical Socialists in power, and
were able to exert a substantial influence on policy in both
home and foreign affairs. There was, however, no sign
that this collaborative position was bringing them any
nearer the ultimate attainment of a Socialist majority in the
French Chamber, or indeed that a clear majority for any
party or group was likely to be possible within the working
of the existing political system.

In Great Britain the policy of constitutional political
action carried the Socialists 2 good deal farther; for, as we
have seen, the virtual extinction of Liberalism as an effective
political force made the Labour Party, with its new pro-
gramme of gradualist Socialism, the only possible alterna-
tive Government. Thus the same wave of liberal feeling
which brought the Radicals to power in France in 1924
resulted in the formation of a Labour Government in
Great Britain almost at the same time. This Government
had indeed no majority of its own behind it; it depended on
the support of the weak and divided Liberal Party, and its
tenure of office was precarious and short-lived. But even
after its overthrow at the end of 1924, when Mr. Ramsay
MacDonald’s bungling of the Russian situation gave the
Opposition a useful pretext for turning it out, it was }eft as
the official Opposition, with a reasonable expectation of
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returning to office within a few years. The British Socialists
had indeed more hope than the French, though they had
no assurance, of winning within a comparatively brief space
of time a clear majority in the House of Commons; for
Great Britain has as strong an inclination towards a two-
party system as France has towards the multiplication of
political groupings, and it seemed plausible to suggest that
before long the final extinction of the Liberal Party might
leave the field clear for a concentration of all “ left *” opinion
round the essentially moderate and evolutxonary policy of
the Labour Party.

How these hopes were to be disappointed is now a matter
of history. Labour came back to office in 1929, still a long
way short of the clear majority for which some of its sup-
porters had hoped and still accordingly dependent on the
ambiguous support of the Liberal rump. The party con-
tinued, in its second tenure of office, to pursue the essentially
moderate and temponsmg policy which it had followed in
1924; but on this occasion the luck turned much more
dec1s1vely against it. The coming of the world crisis raised
up problems demanding courageous action which a half-
hearted Government under a wavering leader and with no
independent majority at its back was exceedin gly ill-fitted to
take.

. Moreover, growing internal divisions in the ranks of
British Socialism further complicated the position. In
most Continental countries the Socialist forces had been
-severed clean across into Communist and Social Democratic
fractions, and Communism had been successful in detaching
from orthodox Social Democracy most of the elements
which were by temperament or policy definitely of the left.
This, however, did not occur in Great Britain, where the
Communist Party remained a tiny fraction commanding
no solid body ‘*of support among the working classes.
Large elements of left-wing opinion accordingly remained
within the ranks of the Labour Party; and the extreme
constitutional evolutionism of Mr. Ramsay MacDonald
and his immediate associates could by no means be regarded
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asa policy accepted with satisfaction by the Party as a whole.
All through the second Labour Government’s period of
office there were loud rumblings of discontent both in the
rank and file of the Party and inside the Government itself;
- and there was nothing to be surprised at when, in the event,
the fall of the Government came about at the hands of its
own leader, who repudiated the majority of his own Cabinet
and broke away with a handful of supporters to form a
coalition with the Conservative and Liberal Parties.
Indeed, the extreme paucity of the following which Mr.
MacDonald and his immediate friends carried with them
into the National Government of 1931 showed clearly that
the general opinion of the Party members had been against
the policy which, under his leadership, the Labour
Government had pursued both before and during the
crisis. : )
The impotence of the Communist Party in Great Britain
and the extreme feebleness of its following stood throughout
these years in sharp contrast to the rapid growth of Com-
munism in most of the Continental countries. This differ-
ence is explained in the main by two things—first and for?.-
most by the comparative stability of the British economic
System even during the most disturbed post-war years, by
the comparatively high standard of living of large sections
of the British working class, and by the comparative
absence of class-war feeling which accompanied these
conditions; but also in some degree by the difference of
tradition between British and Continental Socialism. For,
whereas Continental Socialism had been for the most part
throughout professedly Marxist, making regular “5‘3_°f
Marxian phrases and familiar with the ess_entlal Marxian
doctrines, British Socialism had grown up in almost com-
plete ignorance of Marx, and rather as a dcvelopment. of
middle-class Victorian Radicalism than as a theore_tlf:al
growth based on any conception of class .COllﬁlCt. Bnglsh
Labour policy was much more an extension of the notion
of social reform so to include Socialist control of v:_t.al
industries as a means to reform, than a new doctrine
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consciously based on the class struggle and the Materialist
Conception of History.

Thus, whereas the Communist interpretation of the
Marxian * scriptures ** presented itself to the Socialists of
Germany and Austria and France merely as a new set of

. deductions drawn from already accepted premises, Com-
munism as a doctrine was thoroughly alien to the insular
tradition of British Socialist thought. British Communism
had to start absolutely ab ovo, and to build up Marxism
before it could even begin to get Communism accepted as
a deduction from it. Accordingly the British working-
class movement remained at the stage of slowly assimilating
the fundamental Marxian concepts, and did not, as a
movement, even approach the further stage of drawing the
consequential Communist conclusions.

It had, however, become by 1931 abundantly clear that,
whether the constitutional Socialist Parties were operating
under Continental or under British conditions their methods
offered no prospect of any speedy or drastic transition to 2
Socialist system. The pace of their advance towards
Socialism, where there had been any discernible advance at
all, had been quite extraordinarily slow; and their positive
achievements had been in the field of democratic social
reform rather than of Socialist reconstruction. In this
field they had indeed made some important gains, but only
to be confronted with the increasing difficulty of reconciling
their demand for a progressive policy of social reform and
the redistribution of the national income with the conditions
requisite for the continued successful working of the capital-
ist system.  As constitutional Socialism pressed further its
demands for insurance benefits, Old Age Pensions, retiring
pensions for displaced workers, measures of public health
and housing and social amelioration of every sort, the
obstacles in its way became increasingly.evident, In the
first place, it became necessary to consider how far this
policy could be carried without trenching dangerously upon
the funds which must be left for investment in the hands of !

the rich if Capitalism as a system were to continue to do its |
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work. Was not there a narrow limit, under Capitalism,
to the taxable capacity of the richer classes; and had not
this limit almost been reached in the countries where social
reform had made the longest strides? Secondly the
gradualists had to ask themselves how far, while inter-
national commerce continued to be conducted under the
capitalist conditions of competition between national
capitalist agencies, any one country could afford to get out
of step with the rest by raising its wages or increasing its
social burdens beyond those accepted by its competitors.
Could any one capitalist country really do more than keep
- Just as far ahead of others as its comparative efficiency as a
producer allowed it to go without sacrifice of competitive
power ? These questions were being asked with growing
anxiety even before the coming of the world slump; and
when the slump came, with its inevitable result of intensify-
ing the competition between country and country to hold
a share in the diminishing total of world trade, the dilemma
at once took-on an even more disquieting form. For it was
no longer enough to ask how much further the policy of
social reform could be pressed without endangering Capital-
ism. The gradualists found themselves forced rather to
consider how much of the reforms already gained it was
possible to retain in face of the international pressure to
bting down the costs of production.

The combination of these conditions rendereq the so-
called *“ gradualist  policy of social reform, as it existed
pre-eminently in Great Britain, suspect for a time after
1931 among a large proportion of the adherents of Social-
ism. The changed conditions made men realise far more
clearly than before the difficulties in the way of _reconc_1h.ng
the continued existence of Capitalism either with a rising
standard of life for the mass of the people or with inter-
national co-operation and security over the world as a whole.
Capitalism in depression threw men out of work by ml]lxo_ns
because it no longer paid to employ them. Capitalist
rationalisation might be of some avail in restoring prospects
of profit and increasing competitive power ; but it too threat-
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ened to throw men out of work because it paid better to
employ machines. The workman was caught between the
upper and the nether millstone; and while the immediate
effect might be to make him eager more than ever for the
alleviations of social insurance, he was driven in the imme-
diate reaction from the Socialist debacle of 1931 to ask
himself whether, as long as he continued to work within the
capitalist order, he was not doomed to fight a necessarily
losing battle against forces too strong to be overcome by
merely gradualist measures.

This sense of the necessity for 2 definite decision and a
definite choice between the two rival systems of Capitalism
and Socialism seemed for a time after the onset of the world
crisis to be sinking into the consciousness of the European
working class—in Great Britain, as well as in most of the
Continental countries. But it had to encounter, especially
in the more advanced countries and in those where capitalist
civilisation had attained the greatest measure of stability,
very powerful psychological reluctances. For men were
profoundly unwilling, as long as they had anything at.all
to lose, to recognise the necessity for a fundamental change
in their way of life and a dragging up by the roots of all tae,
familiar social institutions which formed their customary
environment. They wanted to believe, to the last possible
moment, that things could be put right by some less funda-
mental change—by something that would not require them
to modify and even to turn upside down all their established
habits and ways of living. They feared the unknown as well
as the difficulties of transition to it; and, in this fear, they
were inclined, before accepting the conclusion that really
far-reaching change was the only way out of their difficulties,
first to blame other people for mismanaging their affairs and,
when they realised that mere recrimination could get them
nowhere, to attach themselves to any quack remedy which
promised to cure all the ills of society without turning the
entire social system upside down. Most inclined of all
were they to blame the monetary system for their troubles,
largely because they understood it least, and to suggest
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that a few simple changes in the management of currency
and credit would cause Capitalism to grind out blessings
as fast and as efficiently as it was grinding out curses during
the slump. But the popularity of these quack panaceas
was mainly confined to a small articulate minority, which
at any rate thought it had grasped the essential secret of the
money magic. The main mass of the working-class move-
ment, as it became conscious of the discredit which had
fallen upon the Labour Party and the gradualist policy for
which the Labour Government had stood, seemed for a
moment ready to turn to more radical remedies, and, not
content with blaming Capitalism for its troubles, to demand
the formulation of schemes for its complete replacement by
a Socialist system,

Meanwhile, all Europe—at any rate all capitalist Europe
—had been plunged into chaos by the economic crisis. In
the years between 1924 and 1929 European Capitalism had
appeared to be making a remarkable recovery from the
disasters of the war. As the published figures of the League
of Nations show, the production of foodstuffs and of raw
materials and the development of industrial resources were
proceeding during these years even faster in Europe than in
the world as a whole. The European countries scemed to
be resuming the place which they had lost in the old system
of world exchange, and there was some recovery in the
European standard of life, especially as the various European
currencies settled down more nearly to a fixed international
value and a large proportion of the old debts was success-
fully written off, Great Britain, it is true, did not share
by any means completely in this European recovery of the
years preceding the slump; but that was mqmly due to the
British financiers’ stupid mistake in returning to the gold
standard in 1925 on the basis of the pre-war gold parity of
the pound sterling. For this over-valuation of.the pouqd
in relation to the internal levels of prices and incomes in
Great Britain imposed a fatal bandicap on the British ex-
porters, and lost Great Britain a large part of her share in
the returning prosperity of the following years. What the
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British capitalist class gained as creditor and debtor—for it
gained in both these ways—by the revaluation of sterling,
it much more than lost by condemning itself to a continuance
of industrial depression.

It is easy now to see that the prosperity of Europe during
the years between 1924 and 1929 was artificial. The re-
covery of Germany, for example, which was to a great
extent the key to the entire recovery of Europe, was made
possible only by borrowing on a huge scale from America,
and using the credit thus made available for carrying through
the intensive rationalisation of the German economic
system. Moreover, a large part of what Germany borrowed
from America spread itself over the rest of Europe by means
of the reparation payments which it enabled Germany to
make. Over Europe was poured via Germany a share of
the abundant wealth of the United States; and, as long as
American lenders were willing to go on supplying credits
without any real chance of ever getting paid back, Europe’s
prosperity could continue. To all intents and purposes,
between 1924 and 1929, the Americans were making Europe
presents with the same unintentional liberality as they had
shown in lending to the Allied Governments during the
years of war.

It was soon, however, to appear that internal economic
conditions in the United States were themselves thoroughly
unstable. This became manifest some time before the
Wall Street crash—even while share values were still soaring.
Production began to slacken off, and the number of the
unemployed to increase, owing to the progress of rationali-
sation, the failure of wages to keep pace with profits, and
the distresses already in existence among the farming
sections of the community. American * prosperity ”* was
essentially dependent on a steady and rapid expansion in the
home demand for consumers’ goods, in proportion to the
steady and rapid advance of productive power. But this
condition was by no means satisfied. Wage rates rose but
slowly, and there was an actual contraction in the volume
of employment, so that the total wages bill had probably
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been decreasing for some time before Wall Street stopped
trafficking, at an abnormally optimistic rate, in the antici-
pated profits of future years of economic prosperity. More-
over, with prices kept deliberately stable by the policy of the
Federal Reserve System, the situation could not be relieved
by an increase in the purchasing value of each unit of money
distributed in wages. The demand for consumers’ goods
was therefore bound to lag behind the expansion of produc-
tive power; and as soon as this fact was realised there was
bound to be a crash in the stock markets. Moreaver, the
boom in America had already caused in its later phases a
sharp fall in the American export of capital to Europe, and
there had been a considerable attraction of European
capital to America in the hope of sharing in the high profits
of the stock market boom. American prosperity thus
withdrew the prop on which Europe’s recovery had largely
rested, and trade in Europe was already sagging when the
Wall Street crash and the ensuing contraction of American
demand for exports gave it the coup de grdce.

Thereafter universal depression made ‘men for a time
more receptive to thorough-going Socialist doctrines.
For though there was a widespread wish to regard the crisis
as o more than one of those recurrent breakdowns in the
functioning of Capitalism with which the experience of the
nineteenth century had made men familiar, before long there
was increasing doubt in most men’s minds whether recovery
could come, as it appeared to have come after previous
crises, by the mere effiuxion of time and the unguided opera-
tion of economic forces. Men began to scrutinise more
carefully the history of past depressions, and to be more
critical of economists who wrote hopefully about the
rhythmical movement which was bound to bring prosperity
back again in due course. Men wondered more and more
whether it were really true, as these economists told them,
that the economic world was a switchback on which the
farther down you went the higher would the subsequent
momentum carry you up again. They began to see that
no past depression had been like this one—that none had
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been to the same extent world-wide and destructive. They
began to ask whether the whole world was not bound
together in one common disaster from which there was no
escape by orthodox economic methods. Men began to
say that they would have to achieve recovery by positive
efforts, and that it would not serve simply to wait, in the
hope that things would somehow recover of themselves,
But there still remained the question whether, if men had
to take positive steps to engineer a recovery, they should do
this by attempting to set Capitalism again on its feet, or by
a concerted effort to substitute for it a quite different system
—in effect Socialism, for there was no other alternative in
the field. Either policy appeared to present very great
difficulties. It could be said against the attempt to institute
Socialisin that there seemed to be no hope of getting it
instituted by united world action. Socialism, moderate or
gxtreme, possessed little strength in the United States.
It had been lzid prostrate in Italy by the Fascist dictator-
ship; and in France it seemed to have no prospect of getting
the majority of the people on its side. For France, even
after her industrial accessions as a result of the war, re-
mained predominantly a country of peasants and of small-
scale capitalists, in which bourgeois Radicalism remained
strong enough to obstruct any decisive move towards a
Socialist system. It was, indeed, at that time still regarded
as possible that Germany might go Socialist, and, if she did,
join her forces with those of Russia. If that happened, a
good many other countries would probably go Socialist
too. Even Great Britain might go Socialist, or at any rate
half-Socialist, if Germany did, though after the Socialist
débdcle of 1931 it would obviously take time to rebuild
the working-class forces on a more constructive Socialist
foundation. But suppose the Germans wanted to go Social-
ist, would France, then controlled by reactionary forces,
let them have their way? Francein those days still had the
military -whip band in Europe. But could France stop
Germany if she really did take her own way? A second
Ruhr occupation would hardly be popular among the mass
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of the French electorate, and it would be an adventure upon
which even the most chauvinistic French Government
would hesitate to embark. Stili, in face of these uncer-
tainties the possibility of a concerted move towards world
Socialism looked very doubtful. Moreover Capitalism,
in the years after 1931, and especially as the slump dragged
on through the following years, showed itself possessed of
an unexpected degree of toughness and resisting power.
The absolute collapse which had been predicted as the
consequence of the dwindling of world trade and the
dramatic rise in unemployment did not come about. Even
bankrupt countries such as Austria somehow staggered on,
with the aid of doles from their richer neighbours. Capital-
ism might possibly be on its last legs, but these last legs
seemed likely to be able to carry it on for a good while
yet.

On the other hand, the prospects of any united world
action for the reconstruction of Capitalism seemed singularly
small. At Lausanne in 1932 the late Allies did take the
first realistic step towards clearing away the tangle of dead
wood left behind by thewar. Theydid, though in a hesitant
and conditional form, cancel reparations, having realised
that there was not even the smallest chance that they would
bepaid. But this one act of collaboration stood alone, and
in every other field international disunity and economic
nationalism prevailed. Great Britain abandoned both the
gold standard and Free Trade, and took, not very success-
fully, to the policy of Empire consolidation inaugurated at
Ottawa. All over the world tariffs rose more sharply than
ever, and embargoes on imports, quota systems, and restric-
tions on foreign exchange spread in an ever-widening
vicious circle of Economic Nationalism. Politically, the
mishandling of the Manchurian problem by the League of
Nations did much to undermine such belief as men had in
the good faith towards the Covenant of the Great Powers;
and finally in the matter of financial policy, which seemed to
offer the best hope of joint action by the leading countries,
opinion remained hopelessly divided between those who
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saw the one chance of promoting recovery in concerted
action to raise the level of prices by monetary reflation, and
those who believed that salvation lay in a drastic scaling
down of incomes (especially wages) and a return to the
conditions of monetary /aissez-faire. The World Economic
Conference, announced for the autumn of 1932 and then
again for January 1933, was repeatedly postponed, and
was an obvious fiasco when it did meet. The capitalist
world was tough, it had shown an unexpected power of
resistance to the forces of dissolution; but no one could
say that it had shown any power of acting internationally
in order to stimulate recovery.

Sothe world hovered uncertainly between the two posmble
alternatives, and most men who gave thought to economic
problems probably did not clearly know which side they
were on. They would have preferred to see Capitalism

, reconstructed, if it could be successfully reconstructed, for
most men are conservatives by temperament ; but they were
becoming more and more doubtful whether such reconstruc-
tion was really possible. They were being driven to realise
that the world slump was not simply a product of post-war
economic dislocation, or of some temporary departure from
economic sanity by the people of the United States or of
any other country, but the product of causes deeply rooted
in the capitalist system itself. Men’s power to produce
goods had been expanding in recent years faster than ever
before in the history of mankind. But the expansion of
productive power could be useful only if there were a
corresponding expansion in the effective demand for ultim-
ate products—nay, without such an expansion it was bound
to lead to a severe economic crisis of so-called “ over-
production.” In the past the individual countries in which
a similar rapid expansion of productive power had occurred
had solved their problem by disposing of a large part of the
additional products as exports, based on the loan of capital,
to the less developed areas of the world. They had thus
been able to maintain the stability of Capitalism in face of
increasing production without a corresponding expansioni
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in the consuming power of the particular peoples among
whom the increase in productivity had taken place. In
theory, this remedy remained open to the capitalist world;
for there were still vast areas needing to be exploited and a
vast need for new capital equipment in order to develop
countries which are still in a primitive stage of economic
life. But anyresumption of foreign lending by the advanced
countries on the requisite scale seemed to be out of the
question as long as there hung over the world the enormous
burden of pre-existing debts, largely unbacked by existing
productive assets; for the credit of the less developed
countries had been so heavily mortgaged in respect of these
debts as to make fresh loans on a large scale obviously un-
sound. Secondly, the insecurity created by the war, by
the rise of Socialism, and by the development of national
sentiment in the less advanced countries had made invest-
ment in these countries a far less securely profitable business,
because it threatened the safety of the invested capital.
Thirdly, the industrialisation of the less developed parts of
the world had reached a stage at which, while it helped
certain of the constructional industries in the older countries
to dispose of their products, it threatened a far larger number
of industries in these countries with the extinction of their
existing markets. The old outlets for the surplus products
of advancing Capitalism therefore seemed to be increasingly
blocked. : )

In face of these obstructions Capitalism could no longer
prosper unless it could find increasing markets at home.
This, however, it could not easily do as long as it continued
to engage in a competitive struggle of one national capitalist
group with another; for home markets could be increased
only by raising wages, and to raise wages in any one country
would handicap that country in its struggle with the others
Capitalism thus seemed to have reached an impasse, and for-
midable as the difficulties in the way of the alternative
Socialist solution appeared, men turned towards it for a
time in increasing numbers—not willingly, for it is doubtful
if any people ever made a revolution by its own will, but
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perforce as a reaction from the paralysis which afflicted the
existing social order.

II

I have been dealing so far entirely with the conditions
which existed before the victory of Nazism in Germany in
1933. Economically, the fall of the Weimar Republic had
little immediate effect; but politically it transformed the
entire European situation. As long as Italian Fascism
remained isolated, it was of little influence outside the
frontiers of Italy; and in European affairs Italy still hardly
counted as a Great Power. But the Fascist conquest of
Germany was a very different matter; for Germany, even
under the yoke of the Versailles Treaty, was a Great Power,
and the home of the most strongly organised Social Demo-
cratic and Trade Union movement in continental Europe.
When this great democratic movement had collapsed
utterly before the Nazis, without even striking a blow in
self-defence, European Socialism, which a moment before
had seemed to be advancing under the impulsion of the
world crisis, was seen plainly to be everywhere in precipitate
flight. In Great Britain and France, and indeed in every
country, the leftward trend of Socialist and Labour policy
was suddenly reversed. Those who had been speaking of
the need for an immediate advance towards Socialism began
to speak instead of the need for defending parliamentary
democracy. There was a rush to moderate political pro-
grammes for fear of antagonising the doubtful voters, and
driving them through fear of Socialism into the Fascist
camp.

Indeed, after Hitler’s v:ctory a large part of the European
Socialist movement lay in ruins. In two of the leading
countries of Western Europe, parliamentary democracy,
on which the Socialists had based their hopes, had been
completely eclipsed. It had been succeeded by a form of
dictatorship which, with the support of the capitalists,
large and small, had set to work promptly and savagely to
make an end of every sort of independent working-class
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organisation. Socialist, as well as Communist, parties had
been entirely suppressed. , The Trade Unions had been
forcibly dissolved, and replaced by State-controlled bodies
which existed only to discipline the workers to the service
of Fascism, and not to provide them with any power to
assert their rights, Every form of freedom of speech or
association that might have served to rally the underground
opposition to the new regime had been ruthlessly put down.
Of all the imposing structure of German Marxism there
was literally nothing left.

Of course the catastrophic consequences of the Nazi
revolution in Germany were not fully understood at the
outset. It was not possible in 1933 to foresee either the
successive stages by which Germany would throw off the
Versailles Treaty, or the advent of the * Berlin-Rome
axis ” and its reactions on power-politics all over the world.
There were indeed many Socialists who hoped for a speedy
collapse of Nazism; and some Communists even welcomed
the extinction of Socxal Democracy as a necessary prelude
to social revolution. But before long the contagious
influencé of the new dictatorship became manifest. The
secondary States in the Balkans and in Eastern Europe
reacted against the parliamentary institutions which they
had installed after 1918, when parliamentary democracy
was in fashion, and went over one after another to some
form of dictatorship, partial or complete. The Viennese
Socialists, warned by the humiliation of their comrades in
Germany, fought a hopeless battle before they would admit
defeat, In France Fascism developed apace, and a Fascist
coup in Paris was narrowly averted by the rallying of the
working classes to the support of the bourgecis Radicals.
Even in Great Britain, where Fascism was not an immediate
danger, Socialists who had confidently looked forward to
realising their aims in process of time by using the instru-
ments of parliamentary democracy were compelled to
reconsider their attitude in the light of the changed status
of parliamentarism in Europe as a whole.

It might be supposed on the face of the matter that the
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effect of the overthrow of parliamentary democracy in
Italy and Germany would have been to drive the Socialists
of Europe into the arms of the Communists ; for the Com-
munists have always maintained that parliamentarism, so
far from standing for real democracy, is an instrument for
the preservation of the capitalist system, and that the hopes
cherished by the western Social Democrats of establishing
Socialism by parliamentary means are doomed to dis-
appointment. Constitutional Socialism, the Communists
had said all along, would be tolerated only as long as it made
no attempt to attack the fundamental institutions of Capita-
lism. It would be put down as soon as the capitalists re-
garded it as dangerous. But in effect the new situation in
Central and Southern Europe was even less encouraging for
the Communists than for the Social Democrats; for whereas
the States governed by more or less democratic regimes
. could be relied upon to let the Soviet Union severely alone,
the new Fascist States were soon proclaiming a holy crusade
against the menace of Communism, and laying plans for an
attack, foreshadowed in Hitler’s Mein Kampf, designed to
break the power of the Soviets, and even to partition their
territory. With Fascism firmly established for the time in
both Germany and Italy, and Socialism in retreat all over
Europe, the Communists had reluctantly to give up their
hopes of speedy world revolution, and to think rather of
means of defending themselves against a possible onslaught
simultaneously by the Germans in the West and by Japan
in t_hg Far East. They were driven to revise all their earlier
polg:xes—to enter the League of Nations which they had
revﬂed: to seek alliances with the more democratic capitalist
countries, and at home to divert resources and man-power
from the building of Socialism to intensive rearmament
against the external danger.

There was among Socialists of everyshadeand complexion
a keen debate after Hitler's victory about the real nature of
the new menace, Fascism, some Socialists confidently
- proclaimed, was simply Capitalism in arms—Capitalism

using the instruments of civil war and counter-revolution
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against the threat of Socialism. Fascism, said others, was
simply the old nationalism of pre-war Germany in a new
guise—Prussian militarism over again, armed with a more
efficient demagogic technique. Yet others wished to regard
it as a merely temporary neurosis—a disease brought on by
the humiliations and sufferings imposed on the German
people by the unjust peace. Each of these explanations
had in it something of truth; but none of them really com-
prehended Fascism, and each; taken in isolation, led to an
under-estimation of its strength and staying-power. If the
Nazi storm-troopers had been merely mercenaries of
Capitalism, they would not have been half so dangerous as
they actually were. For German Capitalism would have
come to terms with Capitalism elsewhere, as socon as its
mercenaries had broken up the Socialist movement. Again,
if the Nazis had been merely militarists of the pre-war
stamp, they would never have been able to rally behind
them a sufficient following to conquer Germany. And if
they had been merely neurotics driven crazy by humiliation
and suffering, German Capitalism would never have given
them its support.

Nazism was in fact, much more than its Italian pre-
decessor, a complex movement. The capitalists used it to
crush Socialism, and it was prepared in return for their help
to guarantee the subjection of the working classes to con-
tinued capitalist exploitation. But Nazism, though it
became the spearhead of German Capitalism, was never
merely its mercenary, Still less was it merely the instru-
ment of pre-war German militarism revived, or of pre-war
Nationalism and Imperialism in their old aristocratic forms.
It was something new, and it is impossible to explain it in
terms of anythmg except itself. qg’/

For Fascism in Italy and Nazism in Germany are essenfp.
ally post-war products. In neither country has the ecliers,
of Socialism meant the re-establishment of the pre-war on of
In Italy Mussolini and his followers did indeed ta} 2 givés
and merge in their own organisation what was lg"the ytSCIf
old Nationalist groups. But these groups neitk;sf thc/
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the main ingredients in the policy of Fascism nor afforded
to it its real basis of support. Again in Germany, while the
Nazis climbed to power on the basis of an alliance with the
Nationalists and the great industrialists, they were not long
in showing that, while they were prepared to restore much
that was characteristic of the old Germany, the driving
force behind their movement was something very different
from the old Junkerdom or from the old capitalist domina-
tion of the great industrialists and bankers. Fascism and
Nazism alike were prepared to ally themselves with Capita-
lism and with any other force hostile to Socialism which
their leaders thought they'could bend to their purposes.
But both movements derived their real strength, not from
the believers in hereditary autocracy or aristocracy or from
the great capitalists who were prepared to assist them in
breaking the power of the Socialist movement, but rather
from those large middle sections of. the community which
stood in an intermediate position between the directors of
capitalist enterprise and the main body of the organised
working class, Italian Fascism recruited its supporters
mainly among the small bourgeoisie of the towns and among
the peasants; and German Nazism drew upon the same
elements in the population, but was based more extensively
upon the urban middle classes because of the higher degree
of industrialisation which Germany had reached. '
The emergence of this essentially middle-class movement
as the instrument for saving Capitalism from the threat of
Socialism is a phenomenon of profound significance for the
theory of the class struggle. In the analysis of social forces
made by Marx and Engels in the Communist Manifesto of
1848 the petite bourgeoisic was indeed treated as
fiequiring separate consideration. Marx and Engels
‘winted out that the petite bourgeoisie would often tend to
lebatitsell with the working class by way pf protest against
' mengvelopment of largc-scalq Capitalgsm, because the
led, wa?f C.apite-llism threatened its vested interests and fore-
e instrum% its disappearance as a class. But they added
“ver the working classes came to be so strong as
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to threaten the positive overthrow of Capitalism and the
establishment of a Socialist system, the petite bourgeoisie
would promptly change sides and give its support to the
capitalists, because it would feel that the challenge to its
position from the Socialists was far more decisive and its
extinction far more certain under Socialism than under the
continued attrition of large-scale capitalist production.

But Marx and Engels in 1848 thought of the petite bour-
geoisie as essentially a declining force, clinging to obsolete
and obsolescent methods of production and exchange, and
seeking to preserve its position unaltered in a world of
inevitable economic change. To a large extent this
diagnosis remains true of the petite bourgeoisie of to-day,
and of the elements which were drawn to support Fascism
and Nazism by their fears of Socialism. But this reaction-
ary petite bourgeoisie, of which alone Marx and Engels had
anything to say in the Manifesto of 1848, has by no means
provided the principal driving force of the new movement,
nor could it have achieved by itself the significant victories
which have been won over Socialism during the past few
years. What has happened is that, side by side with the
older petite bourgeoisie which depends for its survival on
small-scale production and exchange, there has grown up
within modern Capitalism a new petite bourgeoisie of
technicians, salary-earners and petty property-owners of
many different kinds.” These men, so far from their social
status or their incomes depending on the survival of
obsolescent methods of production, have been raised” to
importance by the evolution of modern industrial technique.
The diffusion of shareholding under the joint stock system
has made almost every member of the middle classes a direct
participant in the profits of large-scale capitalist enterprise.
The- tendency of modern economic organisation is con-
tinually to increase the proportion of black-coated workers,
while diminishing by the more intensive application oP/
machinery the amount of labour needed to produce a glySS
quantity of goods. The industrial workers are, in the Elf
advanced modern societies, a shrinking fraction of th
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lation, while the clerks, the distributors and the renderers
of services increase greatly in relative numbers, and the
proportion of the national income paid out in salaries, as
distinct from wages, grows with every advance of technical
development.

The leadership in the new movements which have won
power in Italy and Germany has been taken largely by men
who belong to the petite bourgeoisie in this new and technic-
ally progressive sense. These men, unlike the members of
the older petire bourgeoisie of shopkeepers and peasants,
are for the most part energetic individuals; they include
among them men with the self-confident qualities of drive
and leadership, and they have been able to marshal behind
them, under the banner of an aggressive nationalism, the
otherwise inarticulate and unorganised forces of the small
traders, the peasantry and the would-be gentlemen whose
first demand of society is that it should recognise their class
superiority to the proletariat. These groups are reinforced
by adventurers and thugs of any and every sort, and by
those elements from the old aristocracy and the grande
bourgeoisie which are prepared to throw their weight on the
side of any force strong enough to smash Socialism. Nor
are they left without support from groups drawn from the
lower strata of the population—unorganised labourers who
have been long out of work and who will rally to any
movement that is prepared to offer them bread and circuses,
and sheer riff-raff from the slums of the great cities who ask
nothing better than the chance of beating up their social
superiors without being gaoled for it,

The triumph of this heterogeneous army has depended on
certain very special conditions. The strength of the appeal |
exercised by the ** national idea >’ has lain not so much in
the inherent power of nationalist sentiment as in the cir-
cumstances which had induced a mood of pessimism and
'1espair in the minds of those to whom it made its appeal.
ied,ly emerged from the war victorious but economically
e instery bad situation, and Italian opinion bitterly resented

* regarded as the deprivation of Italy by the Allies
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of her fair share of the spoils of victory. The economic
evils under which the Italian people suffered after the war
were readily attributed to the incompetence and supineness
of the politicians. Fascism under Mussolini’s leader-
ship succeeded in canalising all these forces of economic
and political discontent, and in leading them forth against
Socialism and against the parliamentary parties which had
so long misgoverned the country. Fascism *‘ caught on ”
in Italy because it attacked indiscriminately all the things
which the Italian population keenly resented, and promised
redress for all the suffering which it had to endure. Fascism
offered hope where no other party, with the possible excep-
tion of the Socialists, seemed to be able to offer anything at
all. Moreover, the Socialists, deeply divided among them-
selves and conscious of their weakness in the agricultural
areas, shrunk back when their chance came and refused to
make the decisive bid for power. When the workers seized
the factories the Italian Socialist revolution seemed to have
begun. But when the factories were evacuated with nothing
gained, it became plain that the Socialist and Trade Union
leaders did not really mean business. Socialism was dis-
credited, even in the eyes of many of its own supporters;
and its opponents were encouraged to believe that it would
not be very difficult to turn the retreat into a rout. The
capitalists gave Mussolini all the money he needed to recruit
a Fascist army; the Nationalists and the middle classes
added their support. Before long the counter-revolution
was strong enough to march upon Rome and to seize for
itself the authority which the Socialists had shrunk back
from even attempting to assume,

The situation in Germany differed greatly from that which
developed in Italy in the years immediately after the war,
and yet had many of the same psychological consequences
in a more extreme form. For nearly a decade and a half
the German people had been compelled to live under the
shadow of a defeat of which they were constantly remindess
by the punitive measures imposed on them under .self

; Treaty of Versailles. They had been living under -
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publican Constitution, governed by a Parliament in which
the Social Democrats had been for most of the time the
largest party, and able to influence, though not positively to.
control, the Government. Under the pressure of Allied
claims and external debts incurred largely for the recon-
struction of her industries, Germany had adopted a system
which reproduced superficially many of the features of
Socialism. The State had been compelled to interfere
more and more jn the affairs of every citizen, with the
consequence that State intervention and Socialist influence
have received most of the blame for the sufferings of the
German people—although in fact these sufferings had
arisen from causes which had nothing to do with Socialism,
and the methods of State intervention which successive
German Governments had put into force were not socialistic
in any real sense.

The Social Democrats, conceiving it as their first business
to defend the Republic, had completely subordinated their
Socialist aims to the needs of Germany’s international
situation and had consequently come, more than any other
party, to be regarded as the apostle of defeatism. This
aroused intense hostility among the bourgeoisie and the
upper classes—the more intense because the post-war infla-
tion and the subsequent poverty of the German Republic
had deprived a large section of the middle classes-of the
incomes required to maintain their accustomed status and
standards of living. Post-war Germany was infested by a
horde of impoverished déclassés who, devoid of hope in
things as they were and intensely hostile to a Socialism’
which threatened them with permanent loss of their claims
to social superiority, were prepared to attempt any venture
that offered them a chance of escape fromtheir humiliations.
On the other hand, the policy of defending the Republic
at all sacrifices cost the German Social Democrats the back-
\ng of a large section of the working class, and especially
ed’ the younger workers, who went over to Communism
: insRUSe Social Democracy gave them no hope of escape

~thc constant fear of unemployment and of a further
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decline in their standards of life. Communism, therefore,
grew powerful under the influence of the same forces as
Nazism. But the main body of the German working class
remained faithful to Social Democracy, and the Communists
never won nearly enough support to enable them to control
the course of events. Only united action by the German
~ working class as a whole, Social Democrats and Com-
. munists together, at the moment when Nazism was clearly

becoming formidable, could have prevented the collapse
which ultimately came about. But the Communists under-
estimated the potential strength of Nazism ; and the Social
Democrats, regarding the Communists as the disrupters
of working-class unity and as the principal cduse of the
growth of counter-revolutionary feeling, made no move
towards any accommodation in the interests of working-
class defence. Accordingly, when the time came, the Nazis,
allying themselves with German capitalists and the Nation-
alists, and thus assuring themselves both of ample funds and
of the armed forces, were able to shatter their opponents
with astonishing ease. The only blood that was shed in
the German counter-revolution flowed not in the conflict
of armed forces, but in ‘the brutal murder of unresisting
opponents in the Nazi * Brown Houses ” and camps of
concentration.

Meanwhile, what had been happenmg to Socialism in the
other two great countries of Western Europe, which re-
mained under the system of parliamentary democracy ?
In France Communism of a sort had seemed powerful for
a while after the war, and had even been strong enough to
win a majority in the old Socialist Party, which thereupon
split. But after this victory its power speedily waned, and
the Socialist Party re-established itself as the more powerful
influence among the French workers. French Socialism,
therefore, had resumed its accustomed course, endeavour-
ing to appeal to the peasants by giving them pledges against
the expropriation of their land, and promising them redress
for their social and economic grievances, while basing xtself
mainly upon the support of the industrial workers.
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In following this policy French Socialism was not marked
off by any really acute differences from the left wing of the
Radical Party; and in effect the French Sodialists, while
preserving their independence and refusing to enter com-
bined Governments of the Left, acted throughout the post-
war period in loose and informal alliance with the Radicals,
and sometimes in formal electoral association with them in
the Cartel des Gauches. The French Socialists, under these
conditions, never looked in the least likely to bring about
the establishment of Socialism in France, or even to achieve
anysignificantadvance in a Socialist direction. The balance
of the French economic system between industry, still
largely in the hands of relatively small employers, and a
predominating peasant agriculture meant that, so long as
France remained relatively prosperous, there would be no
sufficient drive within the country to achieve Socialism.
Socialism could come in France only as a result of one of
three things: either a collapse of the jinternal economic
system, or the successful establishment of Socialism in
neighbouring countries, or 2 new world war,

This meant that French parliamentary Socialist activity
was carried on under conditions which precluded the
Socialists from making any immediate attempt to establish
Socialism, or even to advance towards it. Nor was the
situation altered in essentials when, as the sequel to the
establishment of Nazism in Germany and the collapse of
the French economy under the world depression, French
politics entered upon a new phase. The growth of the war
danger from without and of the Fascist danger from within
had the effect of driving the parties of the Left closer to-
gether; and at the same time economic adversity caused a
rapid increase in both Socialist and Communist strength.
The outcome of these influences was the creation of the
Front Populaire, on a basis wide enough to include Com-
munists, Socialists and Radicals in a single electoral bloc;
and under the auspices of this new alliance of democratic:
defence, the Socialists abandoned their objections to coali-
tion government and joined forces with the Radicals in a
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ministry under Socialist leadership. Working-class unity
was achieved in the industrial sphere by the fusion of the
two rival Trade Union Confederations, whose bickerings had
hitherto reduced Trade Unignism to impotence; and, as the
sequel to this fusion and to the electoral victory of the left
parties, there occurred a really remarkable uprising of
almost the entire working class. Strikes broke out every-
where, among organised and unorganised workers alike.

Factories—and even the fashionable Paris shops—were
occupxed by their employees in defiance of the law. Trade
Union membership went up by leaps and bounds.

In face of this impressive demonstration of working-class
feeling, French Capitalism gave ground. Trade Unionism
was almost everywhere recognised ; the employers, as well as
the Government, pledged themselves to introduce the forty-
hour working week. The Government announced an
advanced programme of social legislation. Satisfied with
these promises, the workers evacuated the factories, not in
humiliation, but with a triumphant sense of achievement;
and on the whole the Government kept its word, even
though the bigger employers, when the first shock of sur-
prise was over, speedily repented of their concessions, and
did their best to obstruct the introduction of the shorter
working day.

That, however, was not to be the end of the story; for
French Capitalism, defeated in the industrial field, was not
Ieft without resources for hitting back at the Socialists.

. French Capitalism broke the Blum Government by precisely
the same methods as British Capitalism had used to upset
the British Labour Government in 1931. It engineered a
financial crisis—a flight from the franc. At once the weak-
ness inherent in the Socialist-Radical coalition became
apparent; for the Radicals would not support the Socialists
in drastic measures against the financial interests, but with-
out such measures it was impossible for the Socialists to
avert the financial crisis.

Blum, however, was not MacDonald ; nor were the Radi-
cals, however hostile they might be to Socialist economic
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measures, prepared to become the allies of the Right in
order to turn the Socialists out. What happened was that
Radicals and Socialists changed places in the Government.
Instead of M. Chautemps playing second fiddle to M. Blum,
M. Blum agreed to play second fiddle to M. Chautemps. A
Radical of the most conservative type replaced a Socialist as
Minister of Finance; a halt was called to further measures
of social reform, and a regime of strict economy was intro-
duced. The financiers in return for these ¢concessions called
off their campaign against the franc, and agreed to let the
new Government be for as long as it behaved itself,- French
politics, so far as internal affairs were concerned, sank back
into the old ruts. The great Socialist advance had been
brought to an untimely hait. :

Of course, in accepting this set-back the French working-
class movement was influenced mainly by the international
situation. Its leaders dared not break up the Front Popu-
laire, or create a political crisis at home, in face of the
Fascist danger. When it came to the point, the Com-
munists were quite as ready as the Socialists to yield ground
rather than risk driving the Radicals definitely over to the
reactionary side. French Socialism might possibly have
been strong enough to defeat the French Right. if the two
could have been left to fight the matter out among them-
selves. Butit could not face simultaneouslyboth the French
Right and Hitler. It could only mark time, and surrender
power to the Radicals, in the knowledge that they would be
compelled still to depend upon Socialist and Communist,
support,

Meanwhile, in Great Britain the Labour Party was slowly
recovering from the ignominious defeat of 1931, At first,
as we have seen, the effect of this defeat was to swing the
party further to the left; for the Labour Government’s
failure was widely attributed to its refusal to attempt any
real advance towards Socialism. It was felt that the crisis
which brought about its fall had been, if not actually en-
gineered, at all events magnified by financial interests which
were determined to use it as a means of driving Labour from
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office; and it was argued that the next Labour Government
must make haste so to entrench itself in the key positions
of the economic system as to be safe from a similar attack.
Labour, it was proclaimed, would make speed, when it came
back to power, to nationalise the banks—the deposit banks
as well as the Bank of England—and to take over enough of
the vital industries to be able to maintain production even
in face of a withdrawal of “ capitalist confidence.”

In this mood, the Labour Party Conference of 1932
declared both for nationalisation of the banks and for the
pursuance of a definitely Socialist policy by the next Labour
administration, But before long opinion began to swing
back the other way. The party organisers, especially after
the Nazi victory in Germany, became convinced that an
extreme policy, or even any policy Socialist enough seriously
to disturb “ capitalist confidence,” would fail to enlist the
support of those sections among the electorate which, while
they were well disposed towards a moderately progressive
policy, wanted to be let alone, and were certainly not pre-
pared to risk any avoidable upsetting of the economic
system. These electors, it was held, would vote'for social
reform, and for some advance towards Socialism, if it
could He presented to them as necessary in order to make
social reform effective and also as compatible with the con-
tinued smcof’ s+ king of the economic system as a whole,
They would 1 ¢ votg i1+ any sort of Socialism that took
"its stand on the class war, or looked likely, because of the
concerted capitalist opposition that it would arouse, to
provoke a “crisis,” and to make the life of the ordinary
citizen, even if only in the short run, more uncomfortable
than it already was.

In the event, this policy of constitutional moderation
carried the day. The Trade Unions, still feeling the effects
of the defeat of the General Strike in 1926 and further
weakened by the economic depression, threw their inffu-
ence on the side of gradualism; and the Labour Party fought
the General Election of 1935 on a gradualist programme
which did not differ in essentials from those of 1924 and

(<]
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1929, Nor did the disappointing results of the Election
cause the party to modify its attitude ; for by this time the
growing threat of war had made it think a good deal less of
Socialism than of saving democracy’s skin. It wanted to
rally behingd it all the progressive elements in the electorate
—all who hated Fascism, and were prepared to stand for
democracy as the instrument of a moderately progressive
policy. Now was not the time, said many of its supporters,
to press for Socialism ; the really urgent matter was to unite
the country behind a democratic policy of resistance to
Fascist aggression—pooled security through the League of
Nations and, in home affairs, a strictly moderate and limited
programme of social progress which would not frighten off
the intermediate electors. '

In France, the logic of such a policy was the union of the
left parties, bourgeois as well as Socialist, in the Front Popu-
laire. But in Great Britain there appeared to be neither the
same urgency—for there was no immediate danger of
Fascism at home, as there was in France—anor any bourgeois
progressive party with which a useful alliance could be made.
The British Liberals were too weak to be worth much as an
electoral asset, even if they had been prepared to join an
electoral alliance en bloc; and the British electoral system,
lacking the second ballot,which was the principal instrument
of the French Front Populaire, did not lend itself to inter-
party bargaining. Therefore, the Labour Party, instead of
seeking allies, sought to adapt its own programme to the
needs of the time, and to induce all the wavering progres-
sives to come into its ranks, or at least to give its candidates
their support at the polls,

In the view of the British leaders, it was a necessary corol-
lary of this policy that the Labour Party should continue
decisively to repudiate Communism, and to reject any
United Front with Communists as much as with Liberals—
or even more. For if Labour was to appeal to the country
as the democratic party, demanding the support of all the
progressive electors, it had, or thought it had, to place its
democratic principles and its constitutionalism beyond all
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suspicion. Therefore, even though the Communists, under
stress of the Fascist danger, had come round to a policy of
democratic defence which was in essence much the same as
the Labour Party’s, the Labour Party would not have them
as allies ; and the few Labour leaders of the * left ** who per-
sisted in agitating for a United Front were threatened with

-expulsion, and disciplined into giving up their inconvenient
habit of fraternising with the Communists in joint cam-
paigns for “ working-class unity.” At the same time the
Labour Party programme was re-drawn, s¢ as to include
only the immediate measures which a Labour Government
would be pledged to attempt during its next period of office;
and the comprehensive Socialist generalisations of previous
programmes were jettisoned in order to give the party an
appearance of practicality combined with moderation. Thus

~armed, the Labour leaders still hoped at the next General
Election to be able to reverse the unfavourable verdict of
1935,

Of course, in this evolution of Labour policy, the inter-

national situation played a predominant part. It became,

“after the development of the Fascist menace, a matter of
common agreement among European Socialists that the
most important and urgent task was to check the growth of
Fascism and to unite the more democratic countries ig a
league of pooled security against Fascist aggression. In
connection with such an objective, constructive Socialist
measures tended to be pushed into the background, and
emphasis tended to be put on projects which all democrats
—and not only Socialists—could be called upon to support.
This did not prevent the advocacy of measures of plecem_eal
Socialism, such as the public ownership of particular vital
industries or services; but it did involve keeping clear of
slogans which suggested an immediate declaration of war
against Capitalism as a whole,

Thus Labour, under stress of the crisis brought on by the
Fascist victories in Europe, reverted almost completely to
the gradualist policies which had seemed outmoded in
1931, Nor was this tendency confined to Great Britain;
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it was to a great extent common to all the countries of
Western Europe., It appeared in the Belgian Plan du
Travail and in the agreed programme of the French Front
Populaire, as well as in the British Labour Party’s Short
Programme of 1937. Moreover, the Soviet Union, though
it was under no necessity to be gradualist within its own
frontiers, became in effect the ally of the gradualists in its
external policy. The more extreme propagandists of the
Third International were suppressed; Trotskyist doctrines
of * permanent revolution ** were denounced as the worst
of all heresies; and the Communist Parties of Western
Europe threw all their energies into campaigns for rallying
all the democrats, however pink, against the menace of
Fascism. The Soviet Union went on building up Socialism
within its own frontiers; but its leaders ceased for the time
being to urge the workers to make haste to bring about
the Socialist revolution elsewhere.

In effect, the question of Socialism—as distinct from mere
gradualism with a Socialist tendency—has been adjourned
in Europe pending the issue of the struggle between Fascism
and democracy, or, alternatively, pending the dissolution
of the West European States under the impact of a renewed
world war. All the world over, the actual outbreak of war
would no doubt bring Socialism back right into the middle
of the picture; and it is true, even now, that the real issue
which underlies the war preparations of Europe—and the
actual war in Spain—is between Capitalism and Socialism
rather than between Fascism and parliamentary democracy.
Fascism is Capitalism’s standard bearer; and parliamentary
democracy, even if it refuses to carry the Socialist standard,
is in effect compelled to fight in the Socialist cause. But
this reality remains concealed under the appearance of
political and imperialist rivalries; and Socialism, as the
ostensible issue, cannot emerge plainly until the conflict has
moved on a stage farther than it has to-day,
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THE FUTURE OF SOCIALISM

BEFORE we can even discuss what the future of Socialism is
to be, we must make up our minds what we mean byit. In
one sense, the next stage in the economic history of the
advanced industrial countries is obviously destined to be
much more * socialistic * than the phases through which
they have advanced to their present condition ; for, whatever
cause or party comes out victorious in the political struggles
of to-day, there is certain to be a degree of public interven-
tion in economic affairs that would have horrified the in-
dividualistic apostles of the ““ Manchester School” in
Great Britain, or the foliowers of Say and Bastiat in France.
Even as in politics “liberal™ parties which based their
policies on an individualist philosophy of life have gone
down to defeat, so economic laissez-faire, though it has still
plenty of exponents in the academic world, is dead as 2
practical guide to industrial or commercial, or even to
financial, policy. To-day, even gold standards are
“managed > standards: there is mot one “free trade”
country left on the face of the earth; and every State,
irrespective of the political complexion of its Government,
intervenes to an increasing extent, in order to regulate in one
way or another the working of the industrial system. If
Socialism meantnomorethan Stateinterference ineconomic
matters, there would be no need for Socialist Parties or
class-styz ¢ =g to ensure its victory. That victory has been
won: rstal ﬂﬁere any likelihood of the unanimous verdict
of recent- p,drs being reversed.

But is that what we mean by Socialism ? It is not wpa!; I
mean ; nor is it, I think, what anyone I should calla Sop:ah_st
means, There is nothing new about State intervention in
economic matters. Indeed, the period during which laissez-
faire beld sway, and States intervened as little as they could
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in economic affairs, beyond upholding by Iegal sanctions
the fundamental relations necessary to the prevailing
economic system, has been but a brief interlude in economic
history. Regulated industry, as well as regulated trade, was
characteristic of medieval economy, of the ancien régime
in France, of Germany up to quite recent times, and of
England under the Tudors and Stuarts. If State interven-
tion is Socialism, then Mercantilism was a Socialist system;
and the world has been living under Socialism through by
far the greater part of human history.

This, however, is not what Socialists mean by Socialism.
They mean, not a regime under which the State interferes
in the conduct of economic affairs, but a classless society
in which economic activities are directly conducted under
public auspices, on a basis of public ownership of the means
of production, and democratic control of the uses to which
capital and labour are to be applied. The essence of
Socialism is not public interference but public ownership—
and not merely public ownership in a formal sense, but the.
use of the publicly owned resources of production to serve
the needs of the whole people. Nationalisation is not
Socialism; for “ nationalised * enterprises, if compensa-
tion is allowed to their past owners, may be merely State-
administered services which still remain, in essence, private
property. A natiopalised service which continues to pay
five per cent. in interest to bondholders on the value of its
capital does not differ essentially from a privately owned
service which pays on the average, year in and year out,
five per cent. in dividends to its shareholders. Socialism
is not simply a change in the formal arrangements for the
conduct of industry: it involves, above all else, g<hange in
_ fundamental class relationships. zf;l;?

When, therefore, we set out to inquire into tha*probable
future of Socialism, the essential question is not whether
public intervention in economic affairs is likely to increase-—
for of course it is—but under what auspices and with what
objects this increase is likely to occur, For there are two
broadly contrasted ways of using the power of the State to
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control economic operations; and between these two ways
the world has to make its choice. )

Both Italian Fascism and German Nazism, if I under-
stand their attitudes aright, set out to establish the rule of
the State over the economic life of Society, with the aim, not
of superseding private enterprise, but rather of helping it to
retain its essential character, and, above all else, its power
to exploit the workers as a subject class. We did indeed
hear, in the earlier stages of the Fascist advance to power,
denunciations in plenty of the malign influence of large-
scale Capitalism and especially of financial Capitalism. The
Fascists announced their determination to safeguard the
position of the small-scale producers and traders against
the trusts, the bankers, the multiple stores, the Co-operative
Sacieties and all the agencies that were threatening to crush
them out. The State, we were informed, was to regulate
industry, in order to prevent the domination of the great
industrialists, the bankers, the mysterious * international
Jewish financiers »’ against whom a large mass of popular

- animosity could be easily aroused. It was said that the
economic system was to be made safe again, under State
protection, for the small-scale industrialist, the peasant,
and the private merchant, provided only that these little
entrepreneurs were prepared to fit in with the requirements
of a controlled economy and, as the price of getting the
State’s protection, to subordinate their personal ends to the
needs of the National State. They were promised that they
would be saved on the one hand from capitalist trusts and
combines eager to engulf them, and on the other from a
menacing working-class movement that threatened to sweep
away their claims to economic and social superiority. The

 Fascist State was not to run industry, as long as the in-
dustrialists would run it as the State required; but, as the
quid pro quo for receiving protection against lgrg'e-scalc
Capitalism on the one side and revolutionary Socialism on
the other, the small-scale industrialists and peasants were to
swear fealty to the Fascist or Nazi regime.

But when Fascism had achieved its victory, and succeeded
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in crushing the Socialist and Trade Union movements, muck
less was heard of the determination of the new rulers of
Jtaly and Germany to make war upon Big Business. The
great industrialists, even while Hitler and Mussolini had
been most loudly denouncing them, had been supplying
most of the money which enabled the Fascists to carry on
their campaigns almost regardless of expense. Big Business
was quite prepared to be called names, as long as it could
get the Fascists to destroy the Socialist and Trade Union
movements on its behalf'; and it was fairly confident that,
when the forces of which it was really afraid had been
thoroughly vanquished, it would have nothing to fear from
the new rulers whose paymaster it had been. Nor did-the
Fascists, when they were installed in office, make any
attempt to carry out their promises of action against the
- big employers or the banks. On the contrary, they pro-
ceeded to organise the various industries in corporations
or cartels—call them what you will—in which the control
of production became effectively vested in the big capitalist
firms. The most they did was to establish some degrees of
State control over prices and policy, so as to make Big
Business their accredited agent. This control was innocuous
enough from the standpoint of the employers, who were
amply compensated for it by their new unrestricted power
to exploit labour without any possibility of Trade Unioa
resistance. At times, indeed, the employers might dislike
or resent orders passed on to them by the Fascist State.
But in such cases they could protest and argue without the
prospect of being gaoled or even executed like workmen
who ventured to question the orders of their new masters.
Fascism and Big Business appeared plainly as allies. Many
of the employers would doubtless have preferred, in the
abstract, a different kind of State. But at bottom they were
well pleased with any State that would keep the working class
completely in subjection, and remove the fear of Socmhsm
from their minds
Thus, even when the Fascist States did interfere with the
working of capitalist enterprise by showing an mcreasmg}
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tendency to subordinate merely commercial considerations
to the requirements of rearmament and national autarkie
with a view to war, the leaders of Big Business were never
minded to push their objections to any length that might
endanger the strength of the police State, or bring the
Socialist danger back. They were content to exact terms
which safeguarded their profits. As long as Fascism left
them the economic mastery of a disarmed and dispirited
working class, their final loyalty to the Totalitarian State
was assured.

. Fascism thus proceeded to build up, with the certainty
that Big Business would not seriously oppose, a system of
‘ planned * industry in which the State intervened at every
point in order to ensure the adaptation of the national
economy to the needs of war-preparation. This meant con-
trolled production, with a view to autarkie; controlled
foreign trade, in order to procure and conserve the means
of paying for imports of war materials and other commodi-
ties needed by the State in accordance with its programme ;
and controlled banking, in order to secure foreign exchange
resources, and direct the flow of internal credit in accordance
with the requirements of the National Plan. The State could
assume all these controls without danger of a real rupture
with Big Business, provided only that it guaranteed the
right to exploit labour without let or hindrance.

A system of this type is not Socialism, but its very anti-
thesis. It is quite definitely an attempt to stave off Socialism
by instituting & controlled capitalist economy in the interests
of the private entrepreneurs. It is fully possible for such a
regime to lead to the public ownership of certain types of
enterprise, and to their conduct through public corporations
or boards of control. But this would happen only where
the services in question could not be made, under private
capitalist control, to fit in with the basic requirements of a
general plan designed to make private Capitalism the State’s
accredited agent for the conduct of economic affairs. More-
over, even where enterprises were taken over by the public,
the capitalist interests concerned in them would be fully
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compensated, and the greatest efforts would be made to
keep in their management as close a likeness as possible to
ordinary capitalist concerns., They would become State
trusts instead of private trusts-—that would be all.

For according to the Fascist philosophy, it is not the
function of the State to conduct indastry, but only to
control it without conducting it, in the same way as it is to
control every other aspect of social life—from newspapers to
Churches, and from sport to literature and the arts. A
** planned economy ”* of a sort certainly emerges under these
conditions; but it is a form of planning designed to
reserve the largest possible sphere of operation to pnvate
enterprise.

Nor, despite all the earlier professions of the Fascists,
does this sort of planning favour the small-scale capitalist
against his greater rivals. All it does is to endeavour to
keep a place for the small man, where he can be fitted into
a system mainly dominated by large-scale enterprise. The
Fascists are ready to foster peasant proprietorship; but they
subject the small proprietor to the large dealer. They are
prepared to help the small shopkeeper by breaking up the
Co-operative movement, and even by making war on a few
big multiple shops and chain stores which happen to be
under Jewish control. But at this point their tenderness for
the small man stops short. The talk, so loud in the days of
opposition, when the petite bourgeoisie was needed to fill up
the ranks of their shock troops and party organisations, is
speedily seen to have been mere moonshine when the task of
ordering the new State has fallen actually into theu‘
hands.

Theoretically, Fascism set out as the enemy of both
Socialism and large-scale Capitalism—the friend of the
intermediate classes. Its apparent ideology was based on
‘ pre-capitalist ”” and not on * post-capitalist * or Socia-
list notions. It exalted the private profit-seeking of the
.individual entrepreneur, including the peasant, into the
supreme economic driving force; and it aimed at prevent-
ing this diffused motive of profit-seeking from becoming
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concentrated in the hands of a small class of great industria-
lists and financiers. Recognising that an uncontrolled
private economy had no chance of standing up against the
double attack launched upon it by large-scale Capitalism
and by Socialism, it claimed to be setting out to defeat them
both. But it was even from the first obvious that its real
and fundamental hostility was to Socialism and not to the
great capitalists; and, when it had climbed to power, it
hardly needed any longer even to pretend that they were its
enemies—except when they were Jews. The ideology of
national aggrandisement by means of armed force leapt to
the forefront of its appeal; and the anti-trust cry was
drowned in the megaphonic appeal for a nationally organ-

“ised industry as a necessary part of the preparation for
war.

Socialism stands at the opposite pole from this Fascist
notion of State contral, to which it seems at times to bear a
superficial resemblance. For Socialism aims above all
else at superseding the profit motive as the driving force in
economic affairs, and at eliminating the private ownership
of the meaa < »{ = -.ducé. -, in order to plan industry, not

" for national agg.andiseoent, but for the benefit of the
- whole people as consuuc.5. For this purpose Socialists
demand public ownership. They do not indeed for the
most part want industries to be conducted directly under
the administration of the State; for they recognise the need
for the creation of special public organs of economic con-
trol. They too will have boards and corporations for the
conduct of industry; but these bodies must in their view
consist of public servants, and not of profit-makers, and be
so operated as to conform to the requirements of a general
economic plan. This plan must be laid down by the State
itself, with the object of securing a more even and equitable
distribution of the product of industry, and must be
-organised on a basis which will give the workers engaged in
the various industries an effective share in their management.

Thus, the vital difference between Socialist and Fascist
theories of economic organisation is that Socialists aim not
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at national greatness for the class State but at the nearest
practicable approach to equality in the distribution of the
pational income, at the elimination of class differences
among the population, and at the establishment of a truly
democratic regime in industry, as well as in the political
sphere. They do not believe that democracy can effectively
exist in any Society, whatever its political constitution may
be, as long as the citizens are divided into conflicting
economic classes, marked off one from another by large
differences of income and status. They hold that political
democracy must remain at bottom a sham until it is com-
plemented by economic democracy. This is why they wish
to abolish production for profit, and to direct productive
activities by reference to the standard of collective needs,
making incomes, as far and as fast as is possible, not rewards
for work done, but social claims upon the common product
for the satisfaction of reasonable human wants.

Socialists, then, do not regard the increase in State control
over economic affairs, irrespective of the purpose to which
it is directed, as marking any advance towards a Socialist
system, On the contrary they see in Fascist forms of State
control a means of defending against Socialist attacks a
system of private enterprise which can no longer hope to
survive unless it is upheld and organised under the auspices
of an authoritarian State.

Undoubtedly, the Fascist challenge to Socialism is for-
midable. Even in the countries which have been the
chief strongholds of the parliamentary system, thd fear of
Fascism has led many Socialists to a somewhat hysterical
reaffirmation of their faith in parliamentary institutions, and
in the possibility of achieving Socialism by parliamentary
and constitutional methods; while it has also led the Com-
munist minorities torally to the defence of the parliamentary
system, not because they have becorhe converted to a belief
in it, but because they tealise the need for making common
cause with the democrats in order to prevent Fascism from
overrunning the world,

In this situation, a good deal of revision of opinion arises
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in the ranks of the Socialist parties. For between the
Communists, who are revolutionaries drawn to temporary
compromise by the force of events, and the * right wing ™
Socialists, who are determined to make absolutely plain
their devotion to purely parliamentary and constitutional
methods, there exists a large intermediate body of opinion.
These intermediate groups are definitely not Communist,
in the sense of regarding violent revolution as the oaly
possible means of dethroning Capitalism; but they are also
unwilling to commit themselves to a rigid adherence to
constitutionalism, even if the defenders of Capitalism resort
increasingly to methods of violence, such as were actually
used for the overthrow of Social Democracy in Germany
and Italy. -

It is naturally the policy of the opponents of Socialism to
represent even those Socialistsin the parliamentary countries
who urge the necessity for a revision of parliamentary
methods as advocates of “ dictatorship,” both in order to
make the “ moderate ” electors frightened of Socialism and
in the hope of driving a wedge between the Socialist groups.
But in fact the Socialists who occupy this intermediate
position do not preach anything remotely resembling
dictatorship, in either a Communist or a Fascist sense.
What they urge is that the existing forms of parliamentary
procedure have been designed to fulfil a function of merely
piecemeal legislation, introducing secondary reforms within
an economic system that has been regarded as beyond
challenge in its essential institutions, and that this procedure
cannot be used without large modifications to carry through
a thorough-going change of economic and social system.
The adoption of a Socialist policy, they point out, will
involve legislation simultaneously on many matters, over a
very wide field ; and the passing of the required body of new
law is quite beyond the powers of the parliamentary system
as it is at present arranged. Moreovcr,' they hold that any
attempt to introduce Socialism by parliamentary methods
will inevitably create an emergency so grave as to require
the conferring of special powers on the Government which
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attempts it—of powers, for example, to check a flight from
the currency, or a widespread suspension of business activity
on the plea that the capitalists cannot afford to carry on.
Accordingly these Socialists urge that an incoming Socialist
Government which does attempt to advance beyond mere
social reform towards constructive Socialism will have to
demand special emergency powers of administrative action,
and will have, in addition, if it is to cope successfully with
the great mass of new legislation that it will need to pass, to
modify the character of legislation, so as to deal in Parlia-
ment as far as possible only with questions of principle, and
to leave the details to be worked out by subsidiary agencies,
established for this special purpose, without consuming the
valuable time of Parliament on them, so as inevitably to
fritter away the opportunities for constructive achievement,
and induce chaos instead of the new order which must be
brought quickly into operation. ‘

It seems so evident that action will have to be taken on
these lines if a real attempt is to be made to introduce a
Socialist system by parliamentary and constitutional means
that it is not easy to appreciate the strong opposition which
such proposals are apt to arouse among Socialists of the
ultra-parliamentary type. Perhaps the truth is that these
Socialists are not really contemplating the introduction of
Socialism at all, except at some quite undefined future date,
but only the introduction of further reforms within the
existing capitalist framework of society. It is indeed clear
that to a great extent the Socialist parties in the parlia-
thentary countries are not in fact looking forward to or
working for an early establishment of any general system of
Socialism, but are rather the inheritors of the social-reform
traditions of nineteenth-century Radicalism, reinterpreted
50 as to lay more stress on social legislation and collective
action by the State. Certainly this was true of German
Social Democracy; certainly it is true of the Socialist parties
of Scandinavia and Belgium, and even France; and it is

also obviously true of the Labour Party in Great
Britain,
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The lesson of Fascism for Socialists can in fact be inter-
preted in two opposite ways. It induced some Socialists—
the * left wing ’—to argue that the fall of German Social
Democracy revealed the danger of gradualist policies,
because of the meagreness of the reforms which they were
able actually to achieve within the limiting conditions of
Capitalism. The disappointments towhich this meagreness
gave rise, it was argued, would make the parties which clung
to gradualism, together with the parliamentary system on
which they relied, easy victims of Fascist attack. This
school of Socialists therefore advocated the revision of
parliamentary methods as the only possible way of making
a more rapid advance towards Socialism, and thus staving
off the Fascist danger. On the other hand, the Socialist
“ right wing > argued that any departure from established
parliamentary methods of action, even if it were in reality
designed only to strengthen Parliament as a constructive
democratic force, would be likely to hasten and encourage
the growth of Fascism, and that the right policy for Social-
ists was that which seemed least likely to scare off the inter-
mediate voters. .

In Great Britain the * right wing ” of the Labour Party
remains in control of the party machine, and has been able
at recent conferences of the party easily to beat off the
attacks and criticisms of the Left. In the Continental
countries, where the Fascist danger is greater and the par-
liamentary tradition less strong in the minds of the people,
the situation is somewhat different.

The facility with which the Left has been swept aside has
been mainly due to the belief that, for the time being, not
Socialism, but the defence of democratic institutions, is the
vital issue. In France, this feeling has led the Socialists to
renounce their old opposition to coalitions, and to become
partpers with the Radicals in successive Governments of the
Front Populaire. In Belgium it has led the Labour Party
farther still—into coalition with the Catholic and Liberal
parties on a basis broad enough to inc!ude even the most
conservative elements in Belgian society, in successive



208 'SOCIALISM IN EVOLUTION

Governments to which Communists on the one hand and
~ Fascists and semi-Fascists on the other bave constituted the
only opposition. In Great Britain, on the other hand, the
Labour Party has continued to announce its abhorence of
coalitions. But, though it has refused to accept any sort of
* Popular Front,” it too has narrowed and moderated its
programme in order to make a more effective bid for the
support of the middle body of opinion,

In effect, in these three countries, the effect of the rise
of Fascism has been to make the main body of the Socialist
parliamentary leaders more cautious and moderate in their
policies, because it has led them to court the alliance of
‘“ liberal ”* elements in Society for the purpose of preserving
parliamentary institutions against a Fascist attack. Only
minorities have drawn the opposite conclusion—that
Socialism needs to be bolder, and not more moderate, if it
is to avoid disaster,

There is indeed among those who have stressed the need
for an alliance of ** democratic ™’ forces against the danger
from the “ right,” a tendency in some quarters to insist on
the need for a revision of parliamentary methods if the
parliamentary system is to be saved from disaster. This
is found in the Plan du Travail adopted by the Belgian
Labour Party under the influence of Henri de Man, and
also in many of the utterances of the leaders of the French
Socialists. But there is in both France and Belgium a
desire to seek this revision in collaboration with the * left
wing »* of bourgeois Radicalism. In Great Britain, oa the
other hand, as the Labour Party hopes, despite its defeats
in 1931 and in 1935, soon to grow strong enough to form a
Government of its own, the leaders are inclined to stand
by the existing parliamentary methods, or at any rate to
say nothing about the need for modifying them until they
have got themselves actually into power.

Undoubtedly, these cross-currents in European Socialist
opinion are indicative of the fact that the Socialist movement
is passing through a very difficult phase. The eclipse of
Socialism in Italy produced no large repercussions in Euro-
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pean Socialist circles because Italy was not an advanced
industrial country, and the Italian Socialist movement was
not very influential in international Socialist thought. But
thie German Social Democratic Party was, together with the
British Labour Party, generally regarded as the strongest
and best organised Socialist party existing outside the
U.S.S.R.; and the complete and unresisting collapse of
German Socialism before the Nazi assault was, for Socialists
throughout the world, a humiliating and frightening occur-
rence, It raised at once the question whether Socialists
had all the time been wrong in supposing that the growing
difficulties of capitalist industry would before long prepare
the way for Socialism; for the evidence of Germany seemed
to show that the middle groups in Society, under the pres-
sure of economic adversity, so far from allying themselves
with the proletariat to introduce Socialism, would be much
more likely to go Fascist in the hope of saving the class
system and maintaining their own superior social and
economic status. It seemed to indicate that they would
attribute their difficulties rather to the menace of Socialism
than to the faults of Capitalism and be prepared to join
forces with anyone who would promise to smash the work-
ing-class movement.

Undoubtedly this is what did happen in post-war Ger-
many; but there are certain special conditions which help
to explain why it happened. Germany was a defeated
country, smarting under the sense of defeat, and suffering
under the extraction of reparations by the victors. A large
part of the people was oppressed with an acute feeling of
inferiority, which found expression in violent outbursts of
nationalist sentiment. - The Socialists, too weak or too
timid to establish a Socialist regime, became connected in
the public mind with the unpopular policy of treaty fulﬁlx_ncnt
and thus with the most humiliating aspect of the Weimar
Republic. If the Nazi movement had depended solely on
economic motives for its support, it would never have con-
quered the mind of a large enough part of }he people to
force its way to power. As matters stood, it was able to
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combine with its economic appeal to an impoverished middle
class, an impoverished peasantry and the worst-off section
of the unemployed—who hovered between it and the
opposite extreme of Communism—an appeal to outraged
national feeling; and the combination of these two appeals
was too strong to be successfully resisted. Even to the
last, the main body of German Social Democrats stood firm
in its voting allegiance. But the young drifted away from
Social Democracy, a fraction of them to Communism, but
many more towards the more specious appeal of Nazim
to the “ German spirit.”

In Great Britain, and even in France and Belgium, the
situation is very different. *There is no military defeat to
create a sense of national inferiority, and no sense of a
stain upon the national honour needing to be wiped out.
National feeling exists; but save among militant Irishmen
and militant Flemish Nationalists and a few militant
Alsatians, national feeling is in these countries largely
pacific in tone. Its aim is to preserve what has been
secured, not to retrieve what has been lost. Nor has there
been at any time a mass of economic distress at all corre-
sponding in scale to that which existed in Germany. There
has been severe unemployment in Great Britain and in
Belgium, and in France. But there has been nothing like
the practically universal distress of every large section of the
population that existed in Germany under the Bruening
Government.

Certainly in Great Britain, though Fascism is growing on
2 small scale, there appears at present to be a decisive
absence of the conditions required to turn it into a really
formidable movement with any real chance of seizing power.
British Fascism may be a nuisance, but it is not yet a national
danger—or likely soon to become one unless the economic
situation should take a quite startling and unexpected turn
for the worse. What is far more likely than Fascism in
Great Britain is a further instalment of parliamentary
reaction, administered through a Government still wedded
to the preservation of parliamentary forms. At the same
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time it is not easy to believe that the advent of a new
Labour Government would mean in practice anything des-
perately dangerous for the capitalist system. The British
capitalists are not at present nearly frightened enough of
Socialism to take to subsidising British Fascism on the
grand scale. As long as they can have Mr. Chamberlain,
they do not need Sir Oswald Mosley. It is doubtful if they
would need him even if Mr. Attlee were allowed to try his
band at the wheel for a time—though that is not quite so
certain; -for Capitalism’s reaction to a Labour electoral
victory would depend largely on the international situation
at the time of Labour’s advent to power. ‘
For even if the Labour Party were to get a clear majority
in the House of Commons, it would still have to face the
opposition of the House of Lords and perhaps of a Crown
whose powers have never been exactly defined, and above
all it would have to take account of the will to compromise
which is strong amonga large section of the British people.
The advance towards an actual attempt to introduce
Socialism would be likely to be slow and hesitant. Some
Socialist measures there might be; but they would be meas-
ures which could be introduced without much interference
with the continued working of Capitalism over the greater
part of the economic system. )
These conclusions rest, however, on two assumptions—
that there is no startling deterioration of the economic
position, and that there is no war. A serious worsening of
. economic conditions might at any time create in either
Great Britain or France a far larger body of active deter-
mination to change the economic system than exists to-day;
and this would tend to make the Labour movements of
both countries adopt a more militant pol.icy. This could,
however, hardly come about without raising up a stronger
counter-movement directed against Socialism : 50 that there
would be a struggle of two extreme forces against the com-
promises which lie at the basis of the present parliamentary
system. Either Socialism or Fascism 1.mght be the outcome
of such a struggle, whether it were carried throu gh by actual
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revolution or by a change in the policies of the leading
parliamentary parties. I can, however, see no probability
of such a situation arising in the near future from purely.
economic causes. Even if there is another slump there is
no real likelihood that economic forces alone will lead.
speedily to so great a sharpening of social conflicts as to
lead to a revolutionary situation, at any rate in Great
Britain.

War would be quite a different matter; for the disordered-
economies of the leading States would be far less able now
to stand the shock of war than they were in 1914, War
to-day or to-morrow would mean universal resort to infla-
tion, great difficulty in maintaining necessary supplies, the
exacerbation of social conflicts, and in all probability the
complete dissolution of the surviving parliamentary systems
of the European States, There would be, in most countries,
and above all in Great Britain, much stronger anti-war
feeling than there was in 1914, and more Socialist senti-
ment. War would almost certainly bring either Socialism,
or an attempt to establish Socialism which, if it failed, would
wipe out the traditional parliamentary institutions of the
“ democratic ” countries, and bring some sort of Fascism
instead.

This is a realm of hypothesis into which it is unprofitable
- to venture further, relevant as it is to the future of Socialism
as a world force. For without war or further economic
catastrophe, while the power of the State in economic
matters is certain to grow, and the popular pressure for
further social reforms certain to continue, Socialism in any
real sense still seems a long way off in the advanced States
of Western Europe. As matters stand, it seems more
possible in Spain than in France or Great Britain; for in
Spain there is no longer any effective party of compro:msc
to stand between the rival extremes.

But, in this analysis, what of the New World, which
some have proclaimed to be hurrying under President
Roosevelt’s guidance much faster towards a kind of
Socialism than any Furopean country except Russia?
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There was in reality nothing Socialist about President
‘Roosevelt’s *“ New Deal,” It involved indeed an immense
amount of State interference with business enterprise, in
what had been hitherto the most individualist country in
the world; and it may leave behind it a lasting legacy of
State control over economic policy. It has already become
plain that it cannot be easy to wipe out emergency
measures even when the emergency can be regarded as at
an end. -But, as we have seen, State intervention is a very
different thing from Socialism: and the President of the
United States is certainly no Socialist. He has been trying
to use the power of the Government to revitalise private
enterprises, to free individual farmers and small entrepre-
neurs from the staggering burden of debt, to encourage Big
Business to co-operate under codes and working arrange-
ments—in short, to set American Capitalism again on its
feet, and not to supersede it. To the extent to which he has
succeeded the American business world has been prompt
to call for the removal of the State controls which it accepted
from him as long as it could not do without the State’s help.
For Big Business had to confess its sheer impotence to deal
with the crisis; but it by no means surrendered its claim to
the future conduct and control of American industry. This
does not mean that American Capitalism will emerge un-
changed from the New Deal. On the contrary, it has learned-
from it many lessons in economic co-operation which are
likely to increase its strength. Itis true that one consequence
of the New Deal has been to stimulate American Trade
Unionism to a remarkable extent, and to break the Com-
pany Unions on which Big Business largely relied for keep-
ing the workers in their places. American Labour has
been born as a social force during the years of adversity;
but that is not to say that it has yet securely established its
position. .

1t is indeed hard to imagine that these forces will in the
near future become powerful enough to lead the United
States in the direction of Socialism; for it is difficult to
imagine Socialism being built up in 2 country where there
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is so little Socialist consciousness, and hardly any Socialist
movement. A Socialist movement may grow in time; but
assuredly there is no body of men yet in the United States
capable of taking hold of that vast Society and running it
on Socizlist lines, or even of thinking out for it a compre-
hensive Socialist policy in terms capable of appealing to the
general body of the working class. In America, at any rate,
the capitalist phase does not seem to be over; and at best
the American economic system is far more likely to be
reconstructed on somewhat more liberal capitalistic Imes
than to give place as yet to 2 Socialist system.

° 'What, then, is the conclusion ? That the Socialist move-
ment, in its accepted parliamentary forms, has suffered a
“serious set-back all over the world as the result of its oblitera-
tion in Germany. In its Communist form it seems to have
established itself firmly in Russia, and to be gaining in
influence in Asia. It may even spread from Russia to the
neighbouring parts of Eastern Europe; but, for the near
future, this seems less likely than it did, and the Russians
themselves are now more intent on consolidating their own
internal position and on saving their own country from
Fascist attack than on carrying on the revolution in the
rest of Europe. . As far as Western Europe is concerned;
there is no sign that the Communist movement is likely in the
near future to win over the great mass of the workers.
Most West-European Socialists will cling to parliamentary
methods, if parliamentary methods remain open to them;
but they will be led to seek more and more for a new parlia-
mentary technique adapted to the rapid carrying-through of
their programmes of social transformation. Whether they
will succeed in this has still to be seen ; and it is also doubtful
whether parliamentarism will survive in forms which will
“admit the possibility of advancing towards Socialism by
constitutional political action. If parliamentarism is so
changed by the opponents of Socialism as no longer to leave
this open, obviously Socialist strategy will have to change
too, in a more revolutionary direction. But, in Western
Europe, Socialists are likely for the most part to cling to



THE FUTURE OF SOCIALISM 215

parliamentary methods as long as they can. They will be-
come revolutionary only if they have to, and not from choice.
And Great Britain, the stronghold of parliamentarism,
seems destined to be the country in which the attempt to
institute Socialism by reformed parliamentary methods will
be persisted in most of all,
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CAN CAPITALISM SURVIVE?

IN this sorely tried and puzzled world of to-day, there is
room for both short and long views ; but there is hardly any
"room for views of what I may call the middle distance.
Thus, in answering the question ““ Can Capitalism Sur-
vive 2,” it is possible to reply in terms of the immediate
future, with some estimate of Capitalism’s capacity for
weathering the crisis which has been upon the world since
1929, Or it is possible to look much farther ahead, and
seek to measure Capitalism’s capacity for long-run survival,
in face of its manifest tendency to waste the resources of
production by unemployment and to expose us and them
~ to the devastating danger of war. What is not possible, or
at any rate not profitable, is to take a middle view, and to
estimate where Capitalism, either here or in the world as 2
whole, is likely to be in ten or in twenty years’ time. - For
to-day the immediaje outlook is so uncertain that we.find
ourselves compelled either to go back to first principles or
to take very short views. . We may maintain, as Socialists,
that the contradictions of the capitalist system not merely
remain unresolved, but become every year more glaring,
and that more and more capitalist imperialism threatens
year by year to tear itself and the world in pieces by universal
war. But we have to recognise that as far as the coming
decade is concerned these inherent tendencies of Capitalism
are so intertwined with secondary tendencies, which manifest
themselves daily in the current turmoil of world affairs, that
however certain we may be of Capitalism’s ultimate down-
fall, it is qulte beyoud our ability to say how or when the
final crisis will arrive, or by what stages world history will
move on to its next epoch, or even what the essential con-
figuration of world affairs will be in ten or twenty years’
time.
As a Socialist, I am confident that Capitalism cannot
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survive indefinitely. No system does; for the basic social
and economic forces are not of such a nature as to allow
permanence. Every Socialist is Marxist enough to accept
that, and to be well assured that Capitalism, like Feudalism
before it, is destined some time to decay and dissolution,
But when or how? That is the interesting part of the
problem; and that is what I want principally to discuss.

The fundamental contradiction of Capitalism, according
to the Marxists, lies in its inability to make use of the grow-
ing technical forces of productivity. It is constantly bring-
ing these forces into being, constantly enlarging the world’s
technical capacity to produce wealth, constantly dangling
before humanity the prospect of assured abundance. But
despite the accelerated advance of the productive powers,
mankind over a large part of the capitalist world has been
growing of late not richer, but poorer; and there has ap-
peared in one capitalist country a new kind of unemploy-
ment—no longer mere seasonal lack of work, no longer
even mere cyclical fluctuation in the demand for labour, but
chronic unemployment, sheer redundancy of a part of the
available labour force in relation to capitalist demand, sheer
throwing of able-bodied workers on the scrapheap because,
despite the continuance of poverty, Capitalism can find no
use for the product of their hands.

Marx prophesied long ago that this would come to pass.
Nearly a century ago, when Capitalism was still hurrying
on to one conquest after another, he foresaw that in the end
its very fecundity in invention would bring about its def"eat,
because it would become impossible within the limitations
of the capitalist order to find consumers for the expanding
wealth which the system would be technically competent to
produce. He foresaw crises of growing magmtude, as the
absolute expansion of the powers of production came more
and more into conflict with the narrow limits of consump-
tion. Capitalism, he held, could not allow cousumption to
keep pace with productivity because scarcity was f:or it the
necessary condition of profit-making, and because it was of
its very nature accumulative so that it would tend always to
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invest inmeans of productionmore thancouldfind an outlet
through the consuming market. Means of production—
that is, capital goods—are of no use at all unless they issue
finally in a more ample flow of consumable goods and
services. Saving and investment, unless they minister to
future consumption, are sheer waste. It follows that, unless
the will and the power to consume expand fast enough to
take off the market all the goods and services which the
resources of production allow to be produced, unemploy-
ment and crisis will inevitably arise. Factories and men
- will be thrown idle for want of a profitable market; and the
system will be able to recover, and to address itself to a
fresh advance, only when there has been a vast liquidation
of unwanted productive power, that is, when many plants
have been scrapped, many firms driven into bankruptcy,
and very many workmen and technicians cast out of their
jobs, to take their chance of re-employment when at last the
crisis ends, and even then, very likely, to find their skill
obsolete, and their best hope mere unskilled labour, if
indeed there is any work still open to them at all.

Marx saw this nemesis coming upon Capitalism ; and for
nearly a hundred years the defenders of Capitalism have had
a fine time refuting him. They have exposed the fallacy of
his argument by pointing to the huge strides forward which
Capitalism has made since first he denounced its contradic-
tions. They have shown how the workers in the capitalist

‘countries, far from suffering increasing impoverishment,
have grown materially very much better off; they have
pointed to the undoubted huge enlargement of the market
for consumable goods; and while they have been unable to
‘deny the continued liability of Capitalism to recurrent
crises, they were arguing until only the other day that these
-criges, instead of becoming, as Marx anticipated, more
severe, were in fact growing less formidable, and inflicting
less distress either on the working classes or on the capitalists
themselves,

Until only the other day—that is, until Capitalism

plunged headlong into the latest and most devastating
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crisis of all. For no one can possibly deny that the world
crisis which began with the Wall Strect crash of 1929 has
been severe beyond precedent, so that there was, for us
Socialists and for panic-stricken business men as well, a
strong temptation to mistake it for the final crisis of the
capitalist system. We know now that it was not that; for
one capitalist country after another, after staggering under
the blows which were rained upon it between 1929 and 1932,
has emerged into at least partial recovery, and in not one
single country has Capitalism failed to survive. Despite
the working example of Russian Socialism, there has been
no Socialist revolution as a result of the crisis in any other
country; for revolution and counter-revolution in Spain,
while by no means unaffected by the world economic crisis,
cannot be attributed to it in any direct sense.

The crisis has been unexampled in its severity; but
Capitalism has not collapsed under its impact. British
Capitalism, American Capitalism, French Capitalism,
German Capitalism and all the lesser Capitalisms of Hol-
land, Italy, Belgium and the rest, remain in effective posses-
sion of their respective countries and peoples. The great
capitalist Empires have not dropped to pieces; on the con-
trary, some of them—Japan’s and Italy’s—have been en-
larged by new conquests. Liquidation has taken place
upon an unprecedented scale: debts have been repudiated
right and left; many giants have been flung out of the
capitalist heaven, and countless pigmies ground to
powder. But in every country, except Russi?., a_nd perf}aps
(who knows 7) Spain, the essential capitalist institutions
remain intact. Capitalism has shown one thing very
plainly indeed during the last few years—its toughness,
it has shown itself * tough ” in more senses than one—too
tough to be easily eaten up, and “ tough " gnough to hit
back ruthlessly at all who threaten its authority. o

Oh, yes, the capitalist is a “ tough guy,” and Socialists
challenge him at their peril. When democracy threatens to
bring him to book for his incompetent stewar_dshlp of
economic affairs, he does not wait to be hit. He hits first—
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well below the belt. Italians, Germans, Austrians and

Spaniards have all good cause to know his methods; and in
every Fascist country the eclipse of democracy has left
Capitalism intact. The world crisis has failed to finish
Capitalism by economic means; and when it has led to
revolution, not Socialists but Fascists with capitalist money-
bags at their service have made the revolutionary running.

There are, then, two aspects, distinct but closely con-
nected, from which the question of Capitalism’s power to
survive has to be regarded. The first aspect is economic
in a narrow sense. If not under this crisis, then under the
next or the next after that, will Capitalism so break down
economically as to be unable to carry on the work of keep-
ing the people alive? Will the vast machine of capitalist
production come to a dead stop because of the inherent
economic contradictions of the profiteering system ?

The second aspect is not purely economic, but economico-
political, Will Capitalism, if it finds itself threatened either
with economic collapse or with peaceful supersession by

* Socialist democracy, make in other countries, including our
own, the same counter-revolution as it has made already in
Italy and Germany? And, if it does, and the counter-
revolution for the time succeeds, will it be possible for
Capitalism, by sheer repression of the forces making for a
new social system, to re-establish and stabilise its authority ?-
Will this stabilisation be possible in the countries in which
Fascist revolution is already an accomplished fact ?

These two aspects of the matter call for separate discussion,
though in the end the strands of the argument will need to
be united. ILet us begin, then, with the more narrowly
economic part of the problem. Let us for the moment
put all the political complications out of mind—we shall
come back to them later—and let us think of the capitalist
system purely as an economic system, comparing the crisis
of the past few years with previous crises, watching and
measuring as far as we can the forces of economic recovery
that have made themselves manifest since 1933, and inquir-

* ing what is likely to happen to the capitalist system if—to
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put the matter in the crudest possible way—the capitalist
countries do not go to war.

Objection may be taken to this method of considering the
question on the ground that the resort to war is so unavoid-
able an ocutcome of the present sitvation of world Capitalism
that it is unrealistic to leave it out of account, even at a
preliminary stage in the discussion. But it will hardly be
denied that the purely economic factors in this situation are
of importance, and have a considerable bearing on the like-
lihood of war; and this in effect is a sufficient reason for
endeavouring to form a separate estimate of their character.

We have still, however, to divide our study of this first
part of our subject; for it is mecessary to give separate
consideration to the economic outlook for Capitalism in
those countries which are still working under the institutions
of capitalist democracy and in those which, while preserving
their capitalistic foundations, have passed under the political
dictatorship of Fascism. The underlying economic con-
ditions in these two groups of countries are in many respects
the same; but at any rate in the short run they exhibit
enough differences to need considering apart.

First, then, in the countries of capitalist democracy,
where there has been no political revolution, there has been
a desperate struggle to re-establish capitalist productien
after the crisis of 1931 and 1932. Inevery country recovery,
such as it is, has been achieved only after resort to unortho-
dox measures. Unorthodoxy has gone to the greatest
lengths in the United States, where the proslratiop of the
economic system was most complete. In America, not
merely has the almighty dollar sacrificed 40 per cent. of its
old gold value: the American farmer has been taught how
to earn his living by “ not raising hogs”; the sacred
American Constitution has been exhibited to all men as a
banner torn but flying—flying in the face of twentieth-
century needs and conditions. President Roosevelt has
invoked business confidence with a rain of money, and has
been rewarded with an unprecedented majority for his
second term, despite the united opposition of bankers and
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industrialists, who would have preferred, now that he has
pulled them out of the slough of despond, to push him well
in, and go on their way untroubled by further essays in
unorthodox finance. Nevertheless Roosevelt, though big
business does not love him for it, has pulled American
Capitalism through its more pressing difficulties, and saved
it from the sheer collapse which seemed to threaten it only
two or three years ago. Up to the middle of 1937,
American business seemed to be heading towards boom
rather than depression, though after the new fashion of
Capitalisin, even boom left millions of workers unem-
ployed. ;

As for the renmewal recession which developed in the
United States in the latter part of 1937, its cduses seemed
to be largely psychological. American financiers, it ap-
peared, would not take the chances of long-term investment
until they had settled accounts with Mr., Roosevelt, and
made sure that he would give up his notions of taxing and
regulating them in order to promote a better distribution of
wealth. But a second cause of the recession lay in the
President’s actual endeavours to placate capitalist opinion;
for his attempts to balance the budget and reduce the out-
flow of Government money produced an immediate reaction
on the volume of current spending power, and thus dis-
appointed the profit-expectations of the capitalists who had
been busily increasing their stocks of goods in the confidence
of an expanding demand. It is not possible, as I write, to
tell whether the combined effect will be to plunge the United
States back in the near future into a major depression.
But the recession itself is enough to show that the American
revival of 1935-6 rests on very precarious foundations.

In comparison with the United States, Great Britain has
held by capitalist orthodoxy, trusting her economic fortunes
to the * safe ”” guidance of the Conservative Party. But
even here the economic gale has blown a good many old
landmarks away. Free Trade has gone, so completely
that not even a Liberal dictatorship could bring it back.
The pound sterling headed the flight from the gold standard:
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the days of gilt-edged 5 per cent. seem to be gone for good
and all. The exporting industries have lost a great deal of
their foreign trade; and the export of British capital has
fallen to a fraction of its previous amount. Yet British
Capitalism is plainly firm in its saddle; and the British
population, except in the depressed areas, has positively
benefited by the troubles of the rest of the world because of
the cheap imports which even a depreciated pound has been
able to purchase in larger quantities than before. Even the
rise in prices in 19367 has by no means cancelled this
advantage.

In France, where the orthodoxies were respected longer,
Capitalism has been more gravely shaken up. Under stress
of the depression, the country came for a moment nearer to
Fascism, only to swing over to the left when the Fascist
thrust failed actually to overturn the regime. Last of the
great capitalist currencies the franc has gone the way of all
gold, and turned into the same depreciated paper as the
dollar and the pound. Cleaving too long to orthodoxy,
because the small rentiers knew less than the great capitalists
when to swap horses, France has lagged beh.ind_ in the pro-
cess of economic recovery. But French Capitalism, though
shaken, remains erect; and the possibility that. it may meet
any serious onslaught upon its stronghold with a Fascist
counter-offensive has by no means passed away.

In France, then, the economic issue remains douptfl{l;
but in both Great Britain and the United States capitalist
recovery on a scale sufficient to avert the immediate threat
of breakdown, is already an accomplished fact. The events
of the past few years have revealed that in the old-established
capitalist countries, and above all in Great Britain, the
existing economic system can stand up against a great deal
of depression and adversity without positively breaking
down. In order to shake Capitalism out of the saddle, or
to drive it to political counter-revolution in self-defence, far
more powerful shocks are needed even than those updcr
which it has suffered since 1929. That is the plainest
lesson for us to draw from the economic crisis which drove
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Labour out of Government in Great Britain and brought
Roosevelt into it with his “ New Deal *’ in the United States.

Here in Great Britain, we have passed through this
tremendous world crisis with our economic institutions
practically unchanged. Although British Capitalism was
peculiarly vulnerable because of its high degree of depend-
ence on overseas investment and on foreign trade, the crisis
in Great Britain was liquidated—except for the depressed
areas—with singularly little disturbance to any of the vital
organs of British economic life. It is true that even in the
present stage of capitalist recovery a great deal of distress
remains unremedied. But that distress is to a great extent
now localised in the so-called * special areas,” and affects
comparatively little the major part of the population, or
even of the working class. Over most of the South, indeed,
the sense of crisis was only acute for a few months at most;
and actually a majority of the British people, including
nearly all those who have been able to keep in regular work,
has enjoyed a higher purchasing power during the depression
than ever before. Great Britain, owing to her position as
the indispensable import market for some of the principal
foodstuffs, got the full benefit of the enormous fall in
agricultural prices; and so great was the effect of this fall
that even the reduced wages paid to the employed workers
enabled them to buy more than they could afford when times
were better in the world as a whole.

Moreover, though there was, of course, a considerable
loss of income from overseas investments, it must be
admitted that this loss was very much smaller than anyone
would have ventured to predict in face of so serious an
upset of the world’s economic affairs. On the whole
debtors remained quite miraculously eager to pay their
debts, or to resume payment as soon as the worst seemed to
be over. British Capitalism was still contriving to draw
in, at the very bottom of the slump, an astonishingly large
amount of tribute from the rest of the world ; and some part
of this tribute went to keeping up the real wages of the
employed workers,



CAN CAPITALISM SURVIVE ? 25

The power of British Capitalism to weather the crisis has
thus been greatly strengthened by the creditor standing of
Great Britain in relation to the outside world. France
occupies a similar position, though to a much smaller
extent; and so do the lesser Capitalisms of Holland and
Switzerland. In the case of countries so situated, and of
Great Britain above all others, the past few years have made
it plain that a good deal more than an economic crisis—
even of such severity as that of 1929 to 1933—will be needed
to shake Capitalism out of the seats of power, or even to
drive it to counter-revolution as a means of preserving its
hold. If we were looking to purely economic forces to
bring about the collapse of Capitalism in these countries,
we should have still, at the least, to look a long way ahead.

There were, however, in 1929 certain other capitalist
countries possessed of far smaller reserves and of _fa_r less
accumulated economic authority than Great Britain or
France ; and among these countries Germany was of course
pre-eminent. Germany's was a younger Capitalism, and
such reserves as it had once built up had been swept away
as a result of the war. Germany was a debtor country, on
account not only of Reparations but also of large_ post-war
borrowings for the reconstruction of her economic system.
Accordingly, the crisis found the German economy much
more vulnerable than the British or the French; and by
1931 distress among very large section_s of the_ Ger:_nan
people had assumed much more formidable dimensions
than in either France or Great Britain.

That brings me to my second moral—which is that, when
the crisis has developed in such a way as radically to threaten
the basic institutions of Capitalism, the outcome has been,
not the fall of Capitalism and the substitution for it _oil; a
Socialist system, but Fascist revolution. 89c1alxsm mig tt,‘
no doubt, have come in Germany, either in the years ©
crisis immediately after the war, or in the renewed crisis
which began in 1929—though by that time the fa_ll_ure tg
advance towards Socialism during the earlier crisis llla
largely destroyed its chances, by splitting the working-class

H
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movement into wavering factions, when it needed above all
else unity against a common enemy. Under the war con-
ditions of 1917 Socialism did sucteed in replacing the very
weak Capitalism of Czarist Russia, and the attempts at
counter-revolution were successfully beaten off. But, as
far as we can judge from the experience of the past few
years, the immediate outcome of an economic crisis severe
enough to shake Capitalism to the foundations in a country
possessing a developed capitalist structure is less likely to
be Socialism than its very antithesis—the reconstruction of
Capitalism under the strong hand of a Police State endowed
by the capitalists for the explicit purpose of crushing out
every form of democratic opinion and organisation.

Clearly, if that is the position, Socialists have to consider
very carefully in the light of it what their policy is to be.
For it looks very much as if in the older capitalist countries
the capitalist system is still strong enough to stand up against
the economic forces that are threatening to destroy it,
whereas in the countries in which it is not strong enough to
defend itself with economic weapons it retains the means
of giving itself a new lease of life by bringing Fascism to
its aid. , :

But at this point it seems necessary to turn aside for a
moment in order to consider where, in this classification of
capitalist countries into the rich rentier type and the poor
adventurer type, the United States comes in. For America
is neither an old-established rentier with huge reserves in-
vested abroad nor a mere upstart, which has forged rapidly
ahead on a scanty capital, and has nothing to fall back upon
when bad times set in. America stands midway between
these two types, younger in its experience of Capitalism
and more reckless in its methods, but therewith by virtue
of its vast agricultural and technical resources and the great
size and diversity of its home market very different from
Germany, and already in possession of great reserves at
home and not inconsiderable investments abroad.

Now, in this as in previous depressions the United States
has shown itself much more liable to extreme economic
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fluctuations than Great Britain, despite Britain’s greater
dependence on the rest of the world. This liability to
extremes of crisis is mainly the consequence of America’s
rawness, its fack of balance, of the fact that it has not settled
down, as Great Britain has, to a well-established routine.
America’s institutions, from banks and industries to Gov-
ernment agencies, are much less stable and experienced in
meeting difficulties, especially world difficulties, than those
of Great Britain. Consequently America had to improvise
a vast new organisation for dealing with the crisis, and to
do this under special hardships imposed by the political
system, with its federal constitution and its habitual sub-
servience of political to economic authority. While this
improvisation was being prepared, America looked for a
time like a country ripe for revolution, except that revolu-
tionary leadership was utterly lacking. But as soon as the
new machinery had been set to work, the capitalist organisa-
tions began to resume control and to regain confidence in
their ability to keep it. There ensued a remarkable recovery
—anot large enough to cure unemployment or lift production
" back to the level of 1929, but fully large enough to remove
from any reasonable person’s mind the belief that the
American revolution was near at hand, or that American
Capitalism was about to collapse under the impact of purely
economic forces.

I believe that anyone who looks fairly and squarely at

. the facts will agree that, even if the recovery of: the past two
or three years gives place to another degress:ou——even to
a depression as deep as that from which the world is
emerging to-day—it is quite unlikely that, from a purely
economic point of view, such a depression will shipwreck
either American or British Capitalism. _

I have been speaking of * recovery.” By this must be
understood, of course, recovery in a capitalist sense. From
the capitalist point of view both America and Great Britain
were, by 1937, in a highly prosperous con_dltan—-even w.hen
allowance has been made for the recession in the United
States in the latter part of the year. But that does not mean
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that they have solved their social problems, or even suc-
ceeded in getting their unemployed back to work, Capital-
ism can prosper, even while a considerable fraction of the
workers starves in idleness. It can prosper, while a con-
siderable fraction of its productive resources rusts unused,
It can prosper, and carry as additional social costs the
maintenance of those workers for whom it can no longer
find any useful work to do. In rich capitalist countries, it
can feed the unemployéd enough to prevent them from
revolting, and still have plenty of profit left over for itself.
In poorer countries, where this is harder, it can bring terror
and dictatorship to its aid.

As far as Britain and America are concerned, there is
nothing to stop their capitalists—nothing economic, I mean
—from carrying these additional social costs for a long
time without collapse. Capitalism will not, of course, meet
these costs in a satisfactory human way. It will not give
the unemployed or their families a decent life; but it will
maintain them, on a low diet, enough to keep them alive,
and not enough to give them energy to engage in revolu-
tionary effort. British Capitalism does not need to go
Fascist yetawhile. Itcan manage very much better without
Sir Oswald Mosley.

But now let us turn to the situation in the weaker
capitalist countries which have resorted to Fascism. Here,
the most obvious question that has to be faced is this—
Are we to regard Fascism itself as embodying a new econo-
mic as well as a new political system, or as merely a mer-
cenary force in the pay of the national capitalists ? I cannot
rest content with either of these accounts of it. To accept
the first is to take the ideological pretensions of the Fascists
at their face value, which I am by no means ready to do.
But to accept the second view is dangerously to over-
simplify.

It is of course manifest that, wherever Fascism has
established itself as a political system, the economic power
of Capitalism has been maintained and strengthened. In
Italy Capitalism is still relatively weak ; but it is far stronget,



CAN CAPITALISM SURVIVE? 229

than it was before Mussolini seized power. In Germany it
is relatively strong; and it is far stronger than it was before
Hitler, because the working-class opposition to it has been
crushed. In Italy Capitalism is weak enough still for
Mussolini to take ideological liberties with it in the name of
the Corporative State: in Germany it is no accident, but a
direct outcome of the greater strength of Capitalism, that
the Nazis have had increasingly to concentrate their non-
sense-mongering on racial issues, to let the so-called * Lab-
our Front ” sink into complete obscurity, and to bribe, as
well as browbeat, their capitalists into acquiescence in the
obviously uneconomic *““war economy” of General
Goering’s Four Years’ Plan. There is in Germany not
even a pretence that Fascism is establishing the Corporative
State.

- In Italy, however, as well as in Germany Fascism, in its
- economic aspect, is no more than Capitalism buttressed by
the dictatorial authority of the Police State. Behind the
marchings and demonstrations of the Fascist armies and
the black- or brown-shirted Fascist militias stand the
forces of Capitalism; and, economically, the great capital-
ists largely call the tune to which Fascism has to dance.
Yet that, true as it is, is not the whole of the truth. For
Capitalism, in summoning its Fascist mercenaries to its
defence, has conjured up forces which, in political matters,
it cannot at all completely control. In order to keep the
forces of Socialism under at home, it has to give the
nationalist spirit unloosed by Fascism a run for its money
in international affairs. It has to keep the minds of the
people off home affairs by feeding them continually upon
foreign triumphs. That is why, even when peace would
best serve the interests of Capitalism in the Fascist countries,
Fascism remains in world affairs a perpetually explosive
force. Fascism is not merely a mercenary army with the
task of keeping Capitalism in power. It is also Qolit_ica!ly
an independent force, which must seek to maintain its
national prestige by scoring centinual victories at the ex-
pense of other countries. -
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Capitalism, in the Fascist States, therefore gains an
unhampered power of exploiting the workers only at the
cost of a certain sacrifice of its independence. In order to
fee its mercenaries, it has to accommodate its politics to the
Fascist need for national aggrandisement. It cannot seek
wealth by buying in the cheapest and selling in the dearest
market. It must square its search for profits with the
demands of national self-sufficiency with a view to war,
It must regard primarily the home market, even though the
home market is necessarily depressed as a result of the
beating down of wages and standards of living—a logical
consequence of the destruction of Trade Unions and other
institutions of democratic defence. That is why, in the
Fascist countries, huge expenditure on armaments appears
not as waste of the productive resources, but as an indispens-
able means of employing them; for how else is production
to find an outlet when standards of living have been artifici-
ally depressed in the profit-makers® interest? The State
becomes the principal consumer; and the State, driven by
the inner contradictions of the system towards a militant
policy of expansion and conquest, arms for war.

I cannot carry further this characterisation of Fascist
Capitalism without bringing in explicitly the factors which
I began by setting temporarily aside—the po].mco-economlc,
as distinct from the purely economic, factors making for
the survival or supersession of the capitalist system. But,
before we come to consider these factors directly, let us ask
whether there is any greater prospect of Capitalism collaps-
ing, under the impact of purely economic forces, in the
Fascist countries than in, say, Great Britain or the United
States,

It is often suggested that there is. We are told about the
immense economic difficulties under which Germany and
Italy are labouring to-day. Many people hoped that these
difficulties would be formidable enough for even a half-
hearted League blockade to prevent Italy from conquering
Abyssinia ; and many people even to-day hold out the hope
that the German economy may collapse of itself under the
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weight imposed upon it by military expenditure and the
pursuit of economic self-sufficiency under the Nazi ** Plan,”

I believe this view to be totally wrong. No doubt the
economic situation in botk Germany and Italy is very diffi-
cult. No doubt, in Germaay, Dr, Schacht has been under
the continuous necessity of performing most remarkable
feats of jugglery in order to keep the balls in the air. But
even if Dr. Schacht or his successors were to drop the balls,
that would not mean the collapse of Capitalism or of the
Hitler regime. It would not mean, even if Germany passed
through a still more grinding crisis than any that has befallen
her as yet, that there would be a German revolution or the
substitution for German Capitalism of an alternative
economicsystem. The Nazis have no alternative ; and there
is no force now left in Germany capable of making a
revolution—as long as Germany remains at peace.

It is, of course, easy enough for the economic theorist to
demounstrate that the Economic Nationalism, which is the
economic aspect of Fascist Capitalism, is wasting oppor-
tunities for the advancement of wealth. Is it not largely
forfeiting the manifest advantages of the international
division of labour, producing things dearly when it could
- buy them cheap, and thereby necessarily impoverishing
the people and the nation? To be sure it is. But we must
compare the working of Fascist Capitalism not with the
ideal economic society postulated by the economic theorists
.as a norm, but with the actual conditions in the countries of
non-Fascist Capitalism. Now, in such countries as Great
Britain and the United States, it is true that more advantage
is taken—in spite of the Government and its Marketing
Boards—of the international division of labour. In fact,
to us in Great Britain great advantage has accrued from it
during the past few years. The non-Fascist countries are
not incurring the same types of waste and impoverishment
as are being incurred by both Germany and Italy, or at any
rate are not incurring them to anything like the same extent.
But the non-Fascist countries have been incurring plenty of
other kinds of waste—above all the waste involved in leay-
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ing a large part of their productive resources unemployed.
When the Fascist dictators are confronted with a mass of
unused labour, they do on the whole set that labour to work,
even if they do not employ it in the most economic ways;
whereas the non-Fascist countries for the most part have let
it rot away in idleness.

Which of these systems results in the greater economic
loss I do not pretend to say. Very likely it is about six of
one and half a dozen of the other. The one casts aside
most of the advantages of the international division
of labour: the other periodically condemns millions of
citizens to bare and useless existence on the dole. Theyare
both profoundly wasteful and uneconomic; but there is no
such clear balance of disadvantage against the Fascists as
even entitles us to predict confidently that their system will
collapse, while the other survives.

I think, then, it is quite a mistake to suppose that, by
contrast with “ democratic * Capitalism, Fascist Capital-
ism will break down because of its inability to feed the
people. It will not feed them well; but it will feed them
somehow—at least enough to avert positive collapse.

It is of course true that, when Fascism suppresses the
working-class movement and destroys the organised forces
which exist to defend the * bottom dog,” it tips the dis-

-

tribution of incomes in favour of the rich and against the
poor, and tends to depress the entire wealth of the commun- -

ity. But Fascism is not without means of offsetting this

disadvantage so as to prevent it from engendering a revolus™

tionary attitude. In Great Britain—and the position is
much the same in America—the most glaring contrasts

exist between the working-class standards of living in differ- .
ent parts of the country—say, between South Wales, -
Durham and Clydeside on the one hand and the developing !

industrial and commercial areas in the South of England
on the other. There is flagrant maldistribution of incomes
among the poor themselves, as well as between the poor and
the rich. Now Fascism, I believe, creates even greater
injustices in distribution as between rich and poor; but it
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distributes better as between one poor man and another.
Unhampered by such bodies as Trade Unions, it is better
able to make the poor man who is a little better off main-
tain the poor man who is a little worse off, without making
any call upon the rich. That power to make the poor
share out among themselves is, I believe, an extraordinarily
effective safeguard against revolution in the Fascist coun-
tries, and an additional reason why the wastes involved in
Fascist economic policy cannot be expected in the near
future to cause economic collapse.

Therefore I maintain that, despite the growing contra-
dictions of Capitalism—the increasing contrast between
power to create and the power to distribute wealth—the
collapse of the system is not imminent, from purely economic
causes, in either the Fascist or the non-Fascist countries.
If Capitalism is in truth near its end, it will be brought down
not directly by internal economic collapse, but by war.
War will be needed to cause in the near future so great a
collapse as to lead to revolution or the enforced reconstruc-
tion of the economic system on a non-capitalist basis. If
Capitalism cannot survive for some considerable time yet,
that will be because it cannot keep the peace.

Clearly, if the matter were in the hands of our British
capitalists, the peace would be kept. For British Capitalism,
unless it is positively attacked, has no interest in going to
war, - It has so much already that it would be insane to
take risks in order to gain more. So clearly is this the view
of British Capitalism that already a Government with
strong imperialist leanings has sacrificed all its principles
and one end of 'the Mediterranean, and shown its willing-
ness to sacrifice the other end, rather than run even a slight
risk of a war in which it might bave found itself allied with
the Soviet Union against the Fascist Powers. I verily
believe it would give away the entire Empire, province by
province, rather than find itself so embroiled. No otl.1er
supposition can explain the trends of British foreign policy

during the past few years, o .
Now, I cannot say that British Capitalism is wrong, in its



234 SOCIALISM IN EVOLUTION

own interests, in taking up this attitude. It would, I believe,
invoke at need PBritish Fascism to save it from British
Socialism ; and internationally I am not surprised to find
that it greatly prefers Hitler and Mussolini to Stalin and
Negrin, or even to Léon Blum, Democracy is, for Capital-
ism, merely an expedient, whereas property is a sacred
principle. Better lose the Empire, and defend Capitalism
in Great Britain, than run the risk of using the imperial
forces on the Socialist side in the world struggle between
Fascism and Socialism.

At any rate, that is how British Capitalism has behaved,
and is behaving to-day. That means that it does not want
war; and that gives it, for the time being, a strong hold over
the British people, who do nof want war either,

There are, however, other capitalist countries which,
whether or not they actually want war, stand in need of
continual victories of prestige among their own peoples, and
are prepared toface war rather than suffer any set-back which
would seriously damage their prestige, These countries,
as we have seen, are driven by the exigencies of their internal
situation to press continually outwards, and after each
* victory ” to keep on demanding more. Even if they do
not want war, they do want a world in which they can keep
on exacting concessions by the threat of war. It follows
that they must prepare for war, and be ready to embark
upon it if at any time the countries at whom they are
thrusting, goaded beyond endurance, determine to make
a stand.

If Fascism were simply a mercenary in the pay of Capital-
ism, and bound on all occasions to obey the crack of the
capitalist whip, this situation would not exist. At any rats
for some time to come, German Capitalism and Italiar
Capitalism would come to terms with British and Frenct
Capitalism, sooner than declare war upon them. Butir
fact Fascism, though it could never have come to power it
either Italy or Germany without the aid of the great capital
ists who financed its operations, has become politically ar
independent force capable of moulding the short-rur
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course of events. Fascism can make war even against the
judgment of the capitalists ; and the capitalists must allow it
in the last resort to make war rather than lose prestige,
because they cannot dispense with it as an instrument for
preserving their economic power. In short, world Capital-
1sm, in calling Fascism to its defence, has raised up devils
whose day-to-day bedevilments it is now unable to control.
Economically, Capitalism controls Fascist policy, in the
sense of keeping it firmly to the protection of capitalist
property. But politically it does not. Doubtless, if the
Fascist States waged a great European war, and won it,
Capitalism would dictate the settlement, just as it dictated
the settlement of 1919. But Fascist Capitalism cannot stop
the Fascist countries from mepacing the world with war.
Nor in the last resort would it wish to ; for Capitalism would
greatly prefer world war to the world victory of Socialism.
. In this political independence of Fascism lies the chief
immediate, danger. World Capitalism, left to itself, would
for the present prefer to keep the peace. Fascism, on the
other hand, cannot afford to wait; for waiting wrecks its
‘-’prestige. It lives on conjuring up enemies: as soon as it is
opposed, it must smash its way to victory, or lose face.
Verily Capitalism has called up devils to put down its
encmies; and its devils threaten to tear civilisation to
pieces.

But where, in all this, do the constructive forces of Social-
ism come in? They are still alive, and free to act, in the
non-Fascist countries; and in some—in Sweden and Den-

mark, for example, and latterly in France—they have been
doing excellent work in ¢ombating the economic crists and
extending the power of the parliamentary State over the
regulation of capitalist institutions. Can they not, here
and elsewhere, where parliamentary institutions survive,
go farther than this, and begin speedily upon the construc-
tive task of replacing Capitalism by a Socialist system that
will unloose the powers of production and institute a new
age of plenty on a basis of modern technique ?
What—since that comes nearest home to most of us—can

!
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the forces of constructive Socialism do, here and now, in
Great Britain? To that question I want to devote the last
part of this essay; and I fear I must begin with a few
uncomforting words about the Labour Party’s political
prospects and the probable government of this country in
the immediate future.

I have to say quite categorically that there does not seem
to me to be any probability, as far as the foreseeable forces
are concerned, of a clear Labour majority at the next General
Election. In order to win a majority, Labour would have
to win nearly every seat at present held by the Government,
by a margin of less than 6,000 votes, and to do this without
losing more than a very few of the seats which it now holds.
Unless the political situation changes in quite unpredictable
ways, this seems to me to be almost out of the question. I
can see the Labour Party gaining a considerable number of
additional seats; but I cannot, by any stretch of the
imagination, see it winning an independent majority along
its present lines. Nor can I see much prospect even of 'a
return to the situation of 1929, when Labour and Independ-
ent Liberalism commanded between them a majority in the
House of Commons ; for Liberalism has split since then, and’
there are no signs of a Liberal revival on any significant
scale. '

If this view is correct, it confronts the Socialists with an
outlook that must give very serious food for thought.
During recent years they have been an impotent political
minority, looking on while the Government has betrayed in
turn every principle that was supposed to be guiding British
policy—while it has destroyed the League of Nations,
handed the Mediterranean over to Mussolini and the Far
East to Japan, compelled France to desert the Spanish
democracy by threatening M. Blum with the rupture of the
Locarno Treaties, in short in every possible way encouraged
the Fascist aggressors to believe that they have only to
threaten war in order to be allowed to take whatever they
covet. By these successive betrayals the hope of building
up a League system of pooled security has been wantonly
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_thrm_vn away. The danger of world war has been made
1nﬁp:te1y greater and more immediate : the prospect that the
entire civilisation of Western Europe may be eclipsed has
been infinitely increased.

Yet, if we are to wait until Labour gets its coveted
majority, what escape from this humiliation can we look for
within the next ten years ? Ten years! When within ten
months Fascism will certainly have committed as many
more acts of wanton aggression: when within ten months
all Europe may be engulfed in war !

Within far less than ten years the entire situation in
Europe will almost certainly have so changed that nothing
that can be said now will have any relevance. Yet the
leaders of Labour are apparently prepared to spend the
next ten years fishing in troubled waters for a majority that
may not be there.

I do not feel like condemning myself, and I hope my
fellow-countrymen do not feel like condemning themselves,
to ten years of political impotence-—ten years that will be
decisive for the entire future of Socialism and of Western
civilisation. If the diagnosis that I have been putting
forward is anything like correct, our policy needs radical
readjustment: it simply cannot be right as it is. This
readjustment, I believe, has two aspects, the domestic and
the international, and in both the issues that are at stake
are fundamentally the same.

It will be agreed that, from the standpoint of Socialism
or democracy or ordinary human decency, the record of the
past years is one of humiliating defeat. It is a record of the
undermining, by one thing after another, of the forces which
are capable of moulding the future of human society with-
out war—of moulding it, hopefully, and step by step, into
the shapes which are indispensable if Western civilisation is
to survive at all, It is a record of one surrender after an-
other, one strengthening after another of the forces that are
most dangerous to democracy and peace, one discourage-
ment after another to those men and nations that are seeking
to play their parts in building up a saner world. As long
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as these trends continue—and that means as long as a
Government of the Right remains in power—the dempcratic
forces will be more and more weakened and discouraged,
and less and less able or inclined to make common cause
for the defence of civilisation. There will be more and
more defections to the Fascist side, more and more fright-
ened proclamations of neutrality, more and more so-called
* civil wars ** which are in reality class-wars of international
Fascism against democracy. We can see what that means
in Spain to-day; and we can see there with what ruthless
brutality the Fascists wage their wars. The longer we
stand aside, the more the forces of democracy are weakened
and demoralised ; and the more the world comes to believe
that treaty-breaking and savage cruelty are the things that

y.

‘What is the cause for this lamentable disunity among the
forces of democracy and human decency ? It is, of course,
that in every capitalist country the capitalists in the mass,
though they may still repudiate Fascism, greatly prefer it
to any sort of Socialism. They are determined above all
else to keep their wealth; and, while they do not want
Fascism where they can govern without it, they will do
nothing that might strengthen Socialism against it in the
world as a whole. As long as a capitalist Government
governs Great Britain, it will be impossible for Great Britain
to range itself internationally with any group that stands
for united opposition to the Fascist aggressors, Forsucha
grouping must include the Socialists, and indeed depend
upon them for leadership and direction. British Capitalism
will have none of such an alliance, within or without the
League of Nations. It prefers Hitler and Mussolini to a
democracy which is based upon the Left.

If then we want to achieve international unity against the
Fascist threat of war, we must turn out our capitalist
Government, and put in its place a Government of the Left.
But for that we cannot afford to wait ten years, or even half
so long. Unless we are prepared to see the world laid in
ruins by war, and Fascism triumphant all over Europe, we
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must pull this British Government down. For Britain, by
virtue of her power, holds the key to the entire balance of
forces in Europe.

That means that, here in Great Britain, our immediate
task is not the getting of Socialism—for that is not within
our grasp—but the achievement of a sufficient combination
of Left forces to swing this country into an international
democratic alliance for the preservation of peace. It
means getting Great Britain into a system of real pooled
security, with France and Russia and every lesser Power
that is prepared to play its part. It means creating an
international compact so strong that even predatory Fascism
will not dare to challenge its might.

Now that involves a broader combination at home than
it is possible to achieve under the Labour Party alone. It
means a broader combination than can be achieved by
merely persuading Labour and Liberalism to act together,
It means a People’s Front broad enough to embrace a great
many people who, largely out of mistrust for the competence
of the Labour and Liberal Parties, have hitherto voted for
the Government candidates. It involves therewith a broad
appeal to the generous spirit of youth—an appeal to prin-
ciples, and not merely to temporary expediencies, vital as
these are.

Such a notion, of course, from the standpoint of devoted
party adherents, involves a very big wrench. Take, for
example, our Labour Party statesmen. For years they
have been looking forward to winning a clear majority for
their party. They have been prophesying that Liberalism
would in due course melt away to nothing, while they stood
under it with a bucket and caught the drops. Well, Liberal-
ism’s melting-point has been low enough; but the Labour
bucket seems to have had a hole in it, for somehow the
votes lost to Liberalism seem mostly to have gone, not to
Labour, but to the capitalist side. It is surely high time for
the Labour Party to realise that merely to wait upen the
dissolution of Liberalism in the expectation that a Labour
majority will thereupon automatically accrue, is a fool’s
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game. If that is the Labour attitude, the Labour Party is
living in a fool’s paradise.

For that is not what will happen. Even apart from the
danger that war will be on us long before the Liberal lump
has wholly melted away, Labour will in fact win over to
Socialism the dissolving elements of the old system only in
as far as it is able to constitute itself the leader of a national
and international crusade with a plain purpose that all can
understand. It must make a crusade that will appeal not
only to Trade Unionists, and to old Socialists, but also,
" because of its direct relevance to the immediate issues of

to-day and to-morrow, to the great majority of ordinary
decent people, whatever their past political affiliations may
have been.

To-day, it is futile to build an immediate policy on hopes
of the Socialist Commonwealth. What needs to be done
now is to secure the foundations on which we can hope to
build at all, For the chance of building Socialism in the
future depends on our success now in saving Western
civilisation from entire eclipse,

This conviction has been behind everything that I have
written. I do not believe, as some Socialists apparently do
still believe, that Socialism is inevitable. I do not believe
that there is over Great Britain, or over Western Europe,
some almighty watching power which has ordained that,
however feebly and foolishly men behave, Socialism is bound
to come. I do believe that Socialism is the logical sequel
to Capitalism, and that only on Socialist fc undations can
our civilisation escape its contradictions, or continue to
advance, or indeed avoid sheer dissolution before long.
But why should it progress, unless we make it? Why
should it not decay and dissolve, as other civilisations have

' perished before in the world’s history? Man makes his
history, for good or ill: it is not made for him. He makes
it, indeed, within environing economic conditions to which
he must conform ; and the penalty for failure to conform to
these conditions is defeat. But defeat is fully as possible
as victory. It depends on us whether we succeed or fail.
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I see then as the alternative to Socialism nothing but
decay. Economically Capitalism could survive for a long
time yet, if the economic forces were left to work themselves
out alone. But it would be a decaying Capitalism, more
and more in conflict with the advancing technical forces of
production, less and Iess able to provide regular employ-
ment for the people, or to distribute the goods and services
which it would be technically competent to produce.
Moreover, even if there were,no wars to disturb the even
tenor of its decline, every slide downward would make it
barder to build up Socialism in a sane and constructive
way, and make it likelier that Socialism could come, if at
all, only painfully and slowly out of the welter of destitution
and inefficiency which dying Capitalism would leave behind,

But I do not think that is how things will happen.
Capitflism will not wither slowly away. What is far more
probable, unless we make quickly our national and inter-
national stand, is war—war to the death, international
civil war bloodier and more desperate than any conflict
in the world’s history—war that is likely to leave behind
it the sheer wreck of everything that is valuable in this
civilisation in which we live.

That is not inevitable either—any more than Socialism is
inevitable. We have still time to prevent it, if we can pluck
up our fainting courage and reassemble our scattered wits
to the task. We want to build Socialism, I hope, not amid
the ruins of a broken civilisation, but on the foundations
that have been laid for us by centuries of man’s successful
struggle to master the forces of nature and the arts of civil-
ised living. We want to build up Socialism in that way
because it will be better built, and because we value human
happiness, and shrink back appalléd at the prospect of
human misery which the alternative involves. _

That is a reason, as I see it, for acting promptly to w1qen
the democratic front, not at any sacrifice of Socialist prin-
ciples, but by concentrating for the moment upon those
things which we can hope practically to achieve, and.above
all on those immediate measures which are essential for



242 SOCIALISM IN EVOLUTION

salvaging civilisation in the present crisis. Pooled security
for the preservation of peace; mutual resistance to Fascist
aggression ; the defence of democratic institutions at home
and abroad; and therewith a short, simple, practical pro-
gramme of domestic reorganisation and reform, based on
the re-employment of the workless and the immediate raising;
of the minimum standard of life. These, I believe, are the
ingredients of a policy capable of rallying the united en-
thusiasm of the Left. But pnless we act speedily, in the
spirit of democratic unity against the devilish forces that
have been let loose on the world, I fear greatly that we may
act too late,



VI
TOWARDS SOCIALISM

OrPONENTS of Socialism are fond of denying that the word
* Socialist ” has any clear meaning. It means, they say, a
hundred different things to different people, and it is hard
to find two Socialists who can agree upon a common policy.
“Their suggestion is that there is no hard core of real meaning
behind the idea of Socialism, and that it is merely a name
given to many different forms of disgruntlement with things
as they are. It is, of course, true that Socialists differ
among themselves on many points. But I think they differ
mainly about right ways of applying Socialist principles at a
particular time or to a particular situation, and not about
Socialism itself. For, although there are many different
ways of approach to Socialism, and the Socialist idea appeals .
in various ways to men and women of different tempera-
ments and experiences, at bottom by Socialism Socialists
all mean much the same thing. They mean, above every-
thing else, that they want to live in a world organised on a
system not of competition of man with man, or of group
with group, but of universal human fellowship; and they
are quite sure such human societies cannot exist as long as
men are divided into social classes with antagonistic in-
terests. Fundamentally Socialists believe in working for a
classless society from which all antagonisms based on the
existence of class differences will have utterly disappeared.
This does got mean that Socialists think all men equal by
nature either in their attainments or in their capacity for
serving their fellow-men. It does not mean that they want
to mould everyone after a single pattern, or to lessen the
importance of individual differences of taste, temper and ,
capacity. On the contrary they believe that an economic
society based on the idea of fellowship instead of competi-
tion will give vastly more room for the development of

243
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individuality than any system which denies this fellow-
ship, They value human differences, but see in them a
means not to a struggle between man and man, or group
and group, but to more valuable and successful co-operation
in the common service of human happiness. They want
each man and woman to have the chance of living their
own lives, so as to work in with the pattern 'of a society
organised on an essentially co-operative basis. As I seeit,
this idea of human fellowship is the root idea of Socialism;
but a man is a Socialist only if, believing in human fellow-
ship, he also sees that the achievement of this fellowship
depends on a right adjustment and subordination of the
economic factors in men’s social existence.

Given this belief in human fellowship as the basic idea
of Socialism, men may go on to shape their Socialist creed
in many different ways, according to the varieties of each
man'’s experience and turn of mind. One will be conscious
above all else of the sheer muddle and waste that are
characteristic of the economic system as it is, the constant
misdirection of human effort, the failure to use the material
resources at the command of society so as to give the best
results from the standpoint of human happiness, the patent
inefficiency of the competitive system both within. his own
country and in the relations of that country with the rest
of the world. Anyone who possesses in addition to the
underlying belief in human fellowship a tidy or scientific
mind is bound to be appalled at this spectacle of waste,
and above all to-day at the startling failure of mankind to
make an end of poverty, despite the vast technical advances
of productive power during the last two or three decades.
Such a man feels the itch of the technician or the administra-
tor to clean up this prodigious mess, and to get the economic
system more tidily and efficiently organised, so that it will
adequately serve its proper purpose in generating wealth
and material welfare. Hé cannot bear to stand idly by
while the resources of civilisation are allowed to run hope-
lessly to waste. He wants to lend a hand ; and Socialism,
with its ideal * to each according to his needs, from each

.
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according to his capacities,” scems to offer the only possible
mstrument of regeneration. '

There is a second type of Socialist who, Sharing the
fupdarr_lental faith in human fellowship, is led to Socialism
primarily as a creed of protest against human misery. He
begins perhaps as a social reformer desiring to make things
better by the passing of this or that particular measure of
amelioration ; but before long he comes to realise that mere
tinkering with particular social problems fails to get to the
bottom of the trouble, and that the possibility of social
reform is narrowly limited by the general conditions under
which the economic system works. He is told that he
must not tax the rich any more for fear of destroying enter-
prise, that wages cannot be raised because of international
competition, that the State cannot afford to provide a decent
education for the children or tolerable maintenance for the
aged or the unemployed for fear of drying up the incentives
to capitalist investment and production. He feels unable
to acquiesce in this philosophy of ‘‘ devil take the hind-
most,” both because it is in fundamental contradiction to
his belief in human fellowship, and because the conscious-
ness of the misery in which it involves large masses of his
fellow-men burts him and goes far to destroy his satisfaction
in his own lot, even if he is himself more fortunately placed.
He passes over, accordingly, from social reform to Social-
ism, and comes to understand that there is no way.out of
the disease of poverty short of a complete change of
economic system.

Both these types, provided they set out from the funda-
mental belief in human fellowship, can make good and
sincere Socialists. And yet in both of them there is, I
think, something lacking; for the Socialist gains, not indeed
a new belief, but-an added strength of conviction and an
‘added power of active will when he sees in Socialism not
merely a system desirable as a means of straightening out
the muddle of contemporary civilisation or of putting an
end to the preventable miseries of the poor, but also the qul-
mination of an historic process—a stage in social evolution
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to which the forces let loose on the world by the growth of
man’s know]edge and command over naturé are powerfully
and perhaps irresistibly tending. He sees the entire
growth of modern industrialism as an increasing application
of the co-operative strength of men to the processes of
manufacture and distribution. He sees the modern fac-
tory, with its hundreds or thousands of employees, as essen-
tially a co-operative enterprise in which no man produces
anything by himself, but the product is undeniably the
work of all. Nor does this vision of the world as a co-
operative system stop short at a particular factory, or even
at the borders of a single country. We have been taught
from our youth to regard the modern economic process as
a delicate adjustment of the relations of production, not
only between factory and factory, and between industry
and industry, but also between country and country. We
have been taught to marvel at the delicacy of this system,
which has somehow come into being without any deliberate
or comprehensive human planning, and to regard it as the
expression of an underlying harmony in the affairs of men.
The great Victorians bade us let things alone, and touch the
workings of this economic providence at our peril. But in
thesedays we have grown sceptical of /aisser-faire ; and those
of us who are Socialists see the world growing from a stage
of unconscious co-operation, which has been forced upon
men by the very evolution of the powers of production, to
one of conscious collaboration to make the best of these
powers in the interests of all. We see the co-operation
which already exists in the world thwarted and spoilt at
every turn by class antagonisms, by the avidity of possessing
classes to snatch for themselves the benefits of a produc-
tivity which is the result of co-operative endeavour, and by
the too-patient acquiescence of the mass of men in this
exploitation of class by class. At the same time we see the
working class driven to organise by the very conditions of
the work which they are called upon to do. Factories and
mines, and even warehouses and offices become the school-
rooms in which the lesson of collective action is learnt,
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0.ut of these conditions Trade Unionism arises as an jn-
stinctive measure of collective self-defence. It wins its
victories and suffers its defeats, learning all the time by
experience, until its keener spirits come to see that within
"the framework of the existing economic system Trade
Unionism is at the mercy of the changing fortunes of trade,
and that there can be no achievement of security or of
satisfactory living conditions within the assumptions on
which Capitalism rests, Trade Unionists who realise this
become Socialists; and with the conversion of a growing
part of the working class to conscious Socialism, Socialism
itself ceases to be merely an idea or a creed, and comes to
be a movement based firmly upon the co-operative power
of the workers, Marx long ago taught Socialists this
lesson, bidding them pass from the purely Utopian phase,
in which Socialism was no more than the theoretical
expression of the idea of social co-operation, to what he
called the * scientific ” stage, which made Socialism appear
as the fulfilment of an historic process to be achieved by
the collective action of the working class. But Marx, in
calling upon Socialists to take up this scientific attitude, did
not bid them sacrifice their idealism. He sought only to
give them the new strength of a consciousness that the forces
of economic development were on the side of their ideal.
Socialism is not Socialism unless it bases itself firmly upon
the working-class movement, but equally it is not Socialism
unless it is animated throughout by faith in human fellow-
ship.
'lehis faith rests at bottom on an unquenchable belief in
human decency. Socialists are always being told that,_ evil
as many of the by-products of Capitalism must be admitted
to be, the desire for a better system is nevertheless Utopian,
because men are not decent enough to work together in
amity, or to subordinate their individual gl:ee.d to the
common cause of human happiness. All Socialists reject
this pessimism. They believe that most men are funda-
mentally decent, and will for the most part learn to behave
decently if they are given a fair chance. Capitalism, they



248 SOCIALISM IN EVOLUTION

say, does not give most men a fair chance, for it is based on
an appeal to the very motives which make decent living
together impossible. It compels one man and one class to
pull all the time against another, imposing disastrous penal-
ties on those who refuse to behave with seli-centred blind-
ness in a world of blinkered men. Socialists say, as Robert
Owen said long ago, that if the economic system can be so -
reorganised as to surround men with different conditions,
and if from childhood men can be educated in a collective,
as they are now educated in an individualist, faith, most of
them will soon be very ready to respond to the new stimuli.
Indeed, it is certain that men have responded in Russia—not
perfectly of course, but hopefully enough to give reasonable
confidence in their will to offer of their best in the common
service, and of their power to order their economic affairs
in a co-operative way. Socialists are under no illusion
that men are angels, or that Socialism will work perfectly,
or eradicate all selfish and self-seeking motives from the
minds of men, but they do believe that in a classless society
these motives can be far more successfully subordinated than
they can be under the profit system, and that with their
conquest mankind will succeed at lastin putting theeconomic
problem in its place, and setting free much more human
energy for the pursuit of happiness and the good life. That,
at any rate, is the faith that makes me a Socialist, and I am
conscious of it as a link with other Socialists and as some-
thing that sets me apart in the ordinary intercourse of every-
day life from everyone who does not share that fundamental
belief. On matters of policy, on the tactics and strategy of
Socialism, I may differ profoundly from many of my fellow
Socialists. But this, at any rate, I have in common with
them—a desire for human fcllowship, and a belief that
fellowship is unattainable save within an economic order
based through and through on the principle of social
co-operation, and immune from those destructive class-
antagonisms which to-day keep men humanly as well as
economically apart.
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Moadame Claire
Now East, Now West

Susan Erez

William Faulkner Soldiers* Pay
E. M. Forster A Passage to indie
Leonhard Frank Coarl and Anna

Croshie Garstin The Owls' House

Stells Gibbons Cold Comfort Farm

John Hampsaon -

Sawrdar Night dt the Greyhound

"lan Hay A Safety Match

A Farewell to Arms

(2 vols.) Paradine Cose
Dawn of Reckoning

The Lonely Plough
Choos Is Come Again

| A Jonathan Scrivenes
The Purple Land

Crome Yellow

Ernest Hemingway
Robert Hichens
James Hilton
Constance Holme
Claude Houghton

W. H, Hudson
Aldous Huxley

Margarec Irwin
Still She Wished for Company

W. W. Jacobs Deep Waters
M. R. James Ghost Stories of an Antiquary

Sinclair Lewis Mantrap
Rote Macaulay Crewe Train

Dangerous Ages
Philip Macdonald Patrol

Denls Mackall Greenery Street

Ethel Mannin Children of the Earth

Venetian Blinds
R. H. Mottram The Spanish Farm
Beverley Nichols Self
Liam O'Flaherzy - The Informer

T. F. Powys Mr. Weston’s Good Wine
D. Kilham Roberts (editor)
Penguin Parade {1}
Penguin Pardde (2)
Penguin Parade (3)
Penguin Parade (4)
E. Arnot Robertson Four Frightened Peopie

V. Sackville-West The Edwardians
Ramon Sender Seven Red Sundays
Graham Seton The W Plan:
Beacrice Kean Seymour Three Wives

Youth Rides Out
Edward Shanks (2 vols.) Queer Street
lgnazio Silone Fontamara
CsbertSitwell  Before the Bombardment

Somervilie and Ross
Some Experiences of an Irish R.M.

Alan Steele (editor)
Selected Modern Short Storles (1)
Selected Modern Short Stories (1)
Ralph Straus Unseemly Adventure
Tchehov Tales from Tchehov
Angela Thirkell Wild Strowberries
Edward Thompson An Indian Day
Ben Travers A Cuckeo in the Nest
Hugh Walpole  Mr. Perrin and Mr. Traill
Sylvia Townsend Warner Lolly Willowes
Evelyn Waugh Black Mischief
Decline 'and Fail

Vile Bodies
Edith YWhartan Ethan Frome
Henry Williamson Tarka the Otter
P. G. Wadehouse My Man jeeves
E. H, Young Willieam
Francis Brete Young  The Black Diamond
The Crescent Moon
CRIME
FICTION green covers

Anthony Armatrong Ten Minute Alibi
H. C. Bailey Mr. Fortune, Please
E. C. Bentley Trent's Last Case
Anthony Berkeley The Piccadilly Murder

The Poisoned Chocolates Case



| Hn the present

state of

medical knowledge”

“In the present state of medical knowledge”, docters
aniversally admit, “ as yet we have discovered comparatively
- little about laws governing health and sickness. But one
thing is evident : that nexvous health can be maintained
and restored only by providing an adequate sepply of
organie phosphorns and proteid to feed the nerves and
blood.”

“Sanatogen’ supplies organic phosphorus and proteid in their
most easily assimilable forms. It nouorishes and repairs
worn nerves. It builds mew, strong, red corpuscles to
replenish vitiated blood. It overcomes the weakening
effects of illness and maintains vigorous health and strength,

Live up lo life this year: take an eighl weeks’ course of

‘SANATOGEN

4 brand of Qaseln and Bodiom Glyosro-phorphate. (Frade Mark)
THE NERVE TONIC FOOD

Obtainable at all chemists in 19/9 jars (B wecks’ course) and
2/3, 3/3, 5/9 and 10/9 tins. A ‘Genatosan' product made

by Genatosan Ltd., Loughborough, Leicestershire.
mic
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Allce Campbeli
John Dlickson Carr

Spider Web
It Walks by Night
The Waxworks Murder
Agaths Christie The Murder on the Links
The Mysterious Affair ot Styles

G. D, H. and Margaret Cole |
Murder-at Crome House
3. 1. Conningeen The Dangerfield Talisman
Death at Swaythling Court

‘A. Conan Doyle

The Hound of the Baskervilles
John Ferguson The Man in the Dark
Richard Keverne The Havering Plot
The Man in the Red Hat

The Sanfield Scandal
C. Daly King Obelists at Sea
Phillp Macdonald The Razp
Ngaio Marsh Enter o Murderer
A. A. Mline The Red House Mystery
John Rhode  The Houte on Tollard Ridge

The Murdess in Praed Street

Sax Rohmer The Mystery of Dr. Fu-Manchy
Dorothy L. Sayers

The Documents in the Case

The Unpleasantress ot the Bellona Club

W, Stanley Sykes TheMissing Moneylender

Edgar Wallace The Four just Men
H. G. Wells The lavisible Man
TRAVEL &

ADVENTURE cerise covers

). Johnston Abraham  The Surgeon’s Log

W. A. Bishop Winged Warfare
Edmund Blunden Undertones of War
F.S.Chapman  Watkins' Lost Expedition

Apsley Cherry-Garrard

{2 vois.} The Worst Journey in the Werld
Alexandra David-Neel

With Mystics and Maglcians in Tibet

Anthony Fokker Flying Dutchman
Rosita Forbes The Secret of the Sahara
Alired Aloysius Horn Trader Horn
Anne Morrow Lindbargh

North to the Crient
€. A. W. Monckton

(2 vols,) Some Experiences of a New
Guinea Resident Magistrate .
Erlc Muspratt My South Sea Hrlan

1. M, Scott The Lond that God Gave Coln
Captain von Rintelen  The Dark Invader
Nora Wain House of Exile

BIOGRAPHY &
MEMOIRS dark blue covers

H. C. Armstrong
Grey Wolf (Mustcfo Kemol)
Lord of Arabia (ibn Soud)

Margot Asquith {2 vols.) Autcblography

E. F. Benson At We Were
Chariton ** Charlton ™
Pamela Frankau { Find Four People
B. H. Liddell Hart (2 vols.) Foch

Echel Mannin Confessions and Impressions

André Maurols Ariel
Disraeli
Beverley Nichols Twenty-Five

Maurice O'Sulllvan
Twenty Years A-Growing

MISCELLANEOUS

yellow covers
Earl Baldwin _ On England
Francis and Yera Meynell {editors)

(2 vols.} The Week-end Book
Alexander Woollcott  While Rome Burns

DRAMA red covers

THE PENGUIN SHAKESPEARE, edited by
Dr. G. B. Harrison; these plays, each in
a separate volume with specist Notes and
Introductions, sre avallabla so far:

Twelfth Night Henry the Fifth
Hamlet As You Like It
King Lear A Midsummer Night's Dream

The Tempest The Merchant of Yenice
Richdrd 11 Romeo and jullet
fultus Caesar Henry I¥ (part 1)
Macbeth Henry IV (part 2)
Othello Much Ado About Nothing
The Sonnets Antony and Cleopatro

SEVEN FAMOUS ONE-ACT PLAYS, by
Alfred Sutro, A. P, Herbert, Clifford Bax,
Stanley Houghton, W, W. Jacobs, J. A
Ferguson, and Ollphant Down.
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ILLUSTRATED
CLASSICS %

Art Director: Robert Glbbings;

Intreductions by G. B. Harrlson
Pride and Prejudice

{i}lustrated by Helen Binyon}

Robert Browning

Selected Poems (lain Macnab)

Jane Austen

Danlel Defoe
(2 vols.) Robinsorr Crusos {}. R. Biggs)

Richard Jefferles
The Story of My Heart (Gertrude Hermes)
Herman Melville Typee {Robert Gibbings)

Edgar Allan Pog
Some Tales of Mystery and Imagination
(Douglas Percy Bliss)

Laurence Sterne
A Sentimental Journey (Gwen Ravarat)

Jonathan Swifc

Gulliver's Travels (Theodore Naish)
David Thoreay Walden (Ethelbert White)

PENGUIN
SPECIALS

The Duthess of Atholl Searchiight on Spain
Phyllis Bottoms Mortal Storm
Acheson Best What Hitler Wants
Charlton, Garrate, und Fletcher

. The Alr Defence of Britain
S, Grant Duff What Price Czechoslovakia 7

Louls Golding The fews
G. T. Garratt  Mussolini's Roman Empire
Konrsd Heiden One Man Against Europe

J. M. D. Pringle  Chino Struggles for Unity
Edgar Mowrer Germany Puts the Clock Back

A new book on the Far East
Genevidve Tabouls Blackmail or War

PELICAN
BOOKS

light blue covers

% (2 vols.) Only Yesterdoy

F. L. Allen
Civilisation

Cliva Boll

G. D. H. Cole Practical Economice

Socialism in Evolution
L. G. Crowther o

. % (2 vois.} An Outline of the Universy
Dobrée and Manwaring

The Floating Republic

). H. Fabra v Social Life in tha Insect World

Sigmund Freud Totem and Taboo

Psychopathology of Everyday Life
Roger Fry Yision and Design
J. B. S, Hald The | lity of Man
Elie Haldvy (3 vois.)

A Histary of the English Pecple in 1815
G. B. Harrison (editor)

A Book of English Poetry
Julian Huxley  Essays in Popular Science
Sir James Jeans ¥ The Mysterious Universe
R. 5. Lambert (editor) ¢ Art In England
H. J, Laski Liberty in the Modern State

H. ), and Hugh Massingham (editors}
(2 vols.) The Great Victorions
Tha Growth of Civilisation
* Medieval People

W. I. Parry
Eileen Powar
D. K. Roburts (editor)
{2 vols.) The Century's Poetry
Bernard Shaw
(2 vols.) The Intelfigent Womon's Guide
Olaf Stapledon Last and First Men
J. W. N.Sullivan  Limitations of Science
R. H. Tawney
Religion and the Rise of Capitollsm
Beatrice Wabb
2 vols) My Apprenticeship
H. G. Wells A Short History of the World
A. N. Whitchead
Science and the Modern World
Lecnard Wooll After the Deluge
Yirginla Woolf The Common Reader
Sir I.eonlrd Woolley % Ur of the Chaldees
% Digging up the Pau

PELICAN
SPECIALS

Arnold Bennett
Arnold Haskell
Peter Thosne

Litarory Taste
% Baillee
v Modern German Art

* ILUSTRATFED



All'is not gold . . .
Make sure you are buyihg' a Penguiﬁ or a Pelican®
when you buy a 6d. book.. The Penguin and the

Pelican are hall-marks of excellence’; only books
bearing one of these imprints are pubh‘shed by us.



Are you on our mailing-fist_to, Lrgcew%

PENGUINS |
PROGRESS

~—the free news-magazine about Penguin and
Pelican publications which we issue from time
to time? Full of news stories, articles, ex-
tracts, illustrations, notes about authors, etc. "
it gives you the information you require to
decide which of the new books you will yvant
to buy. We do not suggest that everybody
will like every book we publish, but we do say
of every book we publish that it is good of its
kind and that if you like this sort of book you
will like this one, That is why we issue
PENGUINS PROGRESS—to enable you to
find out beforehand what the new Penguins
and Pelicans are abaut so that you can go to
your bookseller and ask specially for the ones
y&u want. |f you are not already on our list,
send a postcard with your name and address
to Penguin Books, Harmopdsworth, Middle-

sex, England,
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PELICAN BOOKS

| THE INTELLIGENT WOMAN'S GUIDE (1)
2 THE INTELLIGENT WOMAN'S GUIDE (2)
3 LAST AND FIRST MEN

4 DIGGING UP THE PAST * :

5 A SHORT HISTORY OF THE WORLD %
6 PRACTICAL ECONOMICS

7 ESSAYS IN POPULAR SCIENCE %

'8 THE FLOATING REPUBLIC -

9 A HISTORY OF THE ENGLISH PEOPLE M
THE MYSTERIOUS UNIVERSE %

THE GREAT VICTORIANS (1)

THE INEQUALITY OF MAN =
LIBERTY IN THE MODERN STATE

THE GROWTH OF CIVILISATION

A HISTORY OF THE ENGLISH PEOPLE (2)
A BOOK OF ENGLISH POETRY

AFTER THE DELUGE S
MEDIEVAL PEOPLE ®

VISION AND DESIGN

AN OUTLINE OF THE UNIVERSE ?) x
AN OUTLINE OF THE UNIVERSE (2) *
RELIGION & THE RISE OF CAPITALISM

ONLY YESTERDAY (1) ®
ONLY YESTERDAY (2) %

UR OF THE CHALDEES *

CIVILIZATION

LIMITATIONS OF SCIENCE

A HISTORY OF THE ENGLISH PEOPLE (3)
MY APPRENTICESHIP (1)

MY APPRENTICESHIP (2)

TOTEM AND TABOO

SCIENCE AND THE MODERN WORLD
THE GREAT VICTORIANS (2)

THE COMMON READER

SOCIALISM IN EVOLUTION

ART IN ENGLAND *

THE CENTURY'S POETRY (8371937 (1)
THE CENTURY'S POETRY 1837-1937 (2)
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SOCIAL LIFE IN THE INSECT WORLD % .

PSYCHOPATHOLOGY OF EVERYDAY LIFE

Bernard Shaw
Bernard Shaw

. Olaf Stapledon
Sir Leonard Wooltey
) . H. G, Wells
G. D. H. Cole

Julian Huxley
Dobrée and Manwaring
Elie Halévy

Sir James Jeans
various authors

}. B. S. Hhaldane
Harold ). Laski
). H. Fabre

W. ). Perry

Elie Halévy

ed. G. B, Harrison
Leonard Woolf
Eileen Power

" Roger Fry

" 1 G. Crowther

J- G. Crowther

R. H. Tawney
Sigmund Freud
Frederick Lewis Allen

. Frederick Lewis Allen

- Sir Lccnard Woolley
Clive Bell

j W. N. Sullivan

Elie Halévy

Beatrice Webb

" Beatrice Webb
Sigmund Freud

© A. N, Whitehead
various authors
Virginia Woolf

. G. D, H. Cole

ed. R. S, Lambert

ed. D. Kilham Roberts
ed. D. Kilham Roberts
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