UNIVERSAL
LIBRARY

OU 156324

AdVddlT
1VSHIAINN






OSMANIA UNIVERSITY LIBRAR'Y
€all No. 3.38 .Ql//J oy & Accession No. 2734
Author \]‘W"/t__,,.f._ — Todn .
e Onoat o flanninn Z’ oy

This book shoult! be returned on or before the date last farked below..






ORDEAL BY PLANNING






ORDEAL
BY PLANNING

BY

JOHN JEWKES

STANLEY JEVONS PROFESSOR OF POLITICAL ECONOMY
IN THE UNIVERSITY OF MANCHESTER

LONDON
MACMILLAN & CO. LTD
1948



COPYRIGHT

Fiyst Editson, March 1948
Reprinted April and juw

PRINTED IN GREAT BRITAIN



CONTENTS

INTRODUCTION, page vii
1. THE SPreaD OF THE FASHION, page 1

II. Is THE Business MAN OBSOLETE ? page 18

IV. Is Mass UNEMPLOYMENT INEVITABLE IN THE
Free Economy ? page 59

.V. CONFUSION AMONG THE PLANNERS, page 87
VI. PLANNERS AS A SPECIES, page 104
VII. PLANNING AS A SCIENTIFIC METHOD, page 128
“VIII. PLANNING AND PROSPERITY, page 149
IX. PLANNING AND EcoNoMic STABILITY, page 171
X. PLANNING AND FREEDOM, page 189
XI. THE MORAL SICKNESS OF A PLANNED SOCIETY, page 210

XII. NaTIONAL PLANNING AND THE WORLD EcoNoMY, page 230

INDEX, page 245



THE greatest tyranny has the smallest beginnings. From pre-
cedents overlooked, from remonstrances despised, from griev-
ances treated with ridicule, from powerless men oppressed
with impunity, and overbearing men tolerated with com-
placence, springs the tyrannical usage which generations of
wise and good men may hereafter perceive and lament and
. resist in vain. At present, common minds no more see a
crushing tyranny in a trivial unfairness or a ludicrous indignity,
than the eye uninformed by reason can discern the oak in the
acorn, or the utter desolation of winter in the first autumnal
fall. Hence the necessity of denouncing with unwearied and
even troublesome perseverance a single act of oppression.
Let it alone and it stands on record. The country has allowed
it and when it is at last provoked to a late indignation it finds
itself gagged with the record of its own ill compulsion.

The Times, August 11, 1846



INTRODUCTION

I HAVE written this book reluctantly. I know that it will
offend some of my friends and I fear it may hurt some of
those with whom I worked in friendly co-operation during
the war. But I had no option. For I believe that the recent
melancholy decline of Great Britain is largely of our own
making. The fall in our standard of living to a level which
excites the pity and evokes the charity of many other richer
countries, the progressive restrictions on individual liberties,
the ever-widening destruction of respect for law, the steady
sapping of our instinct for tolerance and compromise, the
sharpening of class distinctions, our growing incapacity to
play a rightful part in world affairs — these sad changes are
not due to something that happened in the remote past.
They are due to something which has happened in the past
two years. At the root of our troubles lies the fallacy that
the best way of ordering economic affairs is to place the
responsibility for all crucial decisions in the hands of the
State. It is a simple error, it is certainly an understandable
error. But it is one which, driven to its logical conclusion,
as it is now being driven by those who have been constitu-
tionally put into power, can bring upon us untold miseries
and humiliations of which the past two years have given us
a foretaste. Holding these views, and knowing that basically
the men and women of this country are of such a quality
that they merit, and can indeed in the right environment
command, a better fate than now seems to be in store for
them, it would have been disloyal of me not to attempt
to say my part.

There will be those who will dismiss this book as essen-
tially negative and destructive. And so it is, if clearing a
field of weeds before planting the new crop is negative and

vii



viii ORDEAL BY PLANNING

destructive, or trying to stop a horse running wildly down a
crowded street is negative and destructive. I have devoted
myself to an attack on the latter-day planners because I am
convinced that, whatever may be the right ordering of
society, economic regimentation of the kind to which we
are now subject is the wrong answer to our problems and
is an arrangement which, so soon as it unfolds its inevit-
able consequences, will be repugnant to everyone of liberal
instincts. Unfortunately, by the time that the lesson is
learned the hard way from bitter, accumulated experience,
the right of choice may no longer be ours. For the trap is
slowly closing even in Great Britain. Economic confusion
is the breeding-ground of totalitarian ideas. Everyone re-
cognises that. Sir Stafford Cripps, in his moving speech to
the House of Commons on October 23, 1947, said :

Our struggle is to maintain the decent standards and the

freedom that our ever-expanding democratic experience has
taught us, in circumstances in which it is only too easy for more
violent and totalitarian methods to prevail.
The tragedy is that the planned economy is, in itself, one of the
main sources of the confusion which drives men into political
mania. So the first task, as it seems to me, is to do what one
can to bring about greater maturity in economic thinking so
that, without suffering all the pains that it is capable of
inflicting upon us, we may come to recognise the idea of a
centrally planned economy for what it really is — an attempt
to build another Tower of Babel. There is, indeed, urgent
need for all of us to concern ourselves with what should be
put in the place of the planned economy; we have taken
the basis of our liberal society far too much for granted
since the beginning of this century. But the first thing is to
prevent the imminent disintegration of what remains of our
liberal traditions.

I should have found no purpose in writing this book if
other earlier words, wiser and more scholarly than mine,
had been sufficiently pondered over. Everything that I
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have to say here, and indeed much more, is to be found in
Professor Hayek’s masterly Road to Serfdom. Every planner,
who believes in reason as the guide in social organisation,
should read or re-read that book now and honestly ask
himself whether events are or are not following the course
against which Professor Hayek warned us four years ago.
But since the British are not given to overmuch theorising
and since they find it odd that anyone should suggest that
their liberties could ever be filched away, a study of planning
in practice, such as I have tried to provide in these pages,
may help to rouse them to the mortal dangers which now
beset them.

I have relied largely upon British experience in the past
two years whilst trying to interpret those events against what
I saw of central planning in war-time. This means that I have
had to quote extensively from the words of present British
Ministers because they happen to be running, and trying to
expound to the public, the planned economy. I hope that
nothing I have said will be taken as personal criticism of
individuals — it certainly is not intended as such. I look upon
the present supreme human agents for planning in this
country as victims, in common with us all, of a system, all
innocently introduced, which threatens to become our
master — an evil genie released from a bottle. The contro-
versy over planning runs right across the divisions between
the ordinary political parties — there are certainly many
members of the British Conservative Party whose views on
this subject I find it difficult to distinguish from those of
members of the Socialist Party. But it happens to be the
socialists who are responsible for the current experiment
in economic regimentation. It is, therefore, only fair to
interpret what is occurring in terms of their ideas and their
policies.

One preliminary word concerning definition. I have
contrasted in these pages the centrally planned economy
with the free economy. The dividing line between the two
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can never be sharp. The free economy presupposes the
institution of private (‘)wnership in_property (including pro-
perty in the means of production); the sovereignty of the
consumer ; the freedom of Tontracts of service between
independent parties ; freedom in_the choice of occupation
(including the choice not to work at all) and free economic
intercourse between nations. These are ends in themselves ;
they are bound up with the rightful place of man in society.
The free economy also implies, not as an end but as the only
known means for maintaining economic freedoms, a free
price mechanism. But freedom in this sense does not mean
license. The free economy will vary from time to time and
from one set of circumstances to another.

The centrally planned economy implies the State deter-
mination of investment and its distribution, of occupation,
of consumer’s choice. It involves progressively the destruc-
tion of private property and it leads to national self-sufficiency.
It, too, may be operated through a price mechanism, but one
which, as I have tried to show in the following pages, must
be directed towards the wrong ends. I am sure it will be said
that the British planned economy is not of this kind, that it
is 2 mixed economy gaining the advantages of all systems,
that there is no intention anywhere to deprive people of their
right of choice in occupation, consumption or production.
In brief, that I am arguing against something which does not
and, in Great Britain at least, never will exist.

It is true that every sensible economy is a ‘ mixed’
system. But everything turns on the mixture. The presence
in 1935 in Moscow of half a dozen decrepit droshky drivers,
working for private profit, did not disturb the general con-
clusion that there was a planned economy in Russia. There
is a watershed in these matters where, vague as the flows
may momentarily seem, the difference between east and
west, north and south, liberty and slavery is being irrevoc-
ably determined. I submit that there is no doubt in which
direction the current has started to flow for us. If we ask
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about the Britain of the present day the following questions,
—are people entitled freely to choose and change their
occupation ? are consumers free to distribute their incomes
between different goods in the proportions they would wish ?
are producers free to seek out and satisfy the freely expressed
preferences of consumers ? are contracts of service a matter
for individuals ? is the economy being allowed to knit
naturally with the world economy ? — the answer in each
case is categorically no. There is a second test. Is the
present economic organisation one which is accepted by
anyone as a stable system which well serves our purpose, or
is it regarded by all as a kind of purgatory from which some
advocate escape in one direction and others urge escape in
the opposite ? Surely it is accepted by all that we cannot
stay where we are, that either we go forward to more plan-
ning or we go back to the free price mechanism and all that
is bound up with it. It is precisely because I am convinced
that the choice has to be made, once and for all, in the
immediate future that I have written this book.

It remains for me to thank all those to whom I owe a
heavy intellectual debt for assistance in formulating my
views. They are too numerous to mention individually.
But I must express my gratitude to Mr. E. Devons, Professor
M. Polanyi, Mr. R. Spann, and my wife, although none of
them must be assumed as accepting everything I have
written. I owe much to Miss Coop for her patient handling
of my manuscript. And I have to thank the editors and
publishers for permission to reproduce passages from articles
of mine which appeared in Fortune (Sept. 1947) and The
Manchester School (Jan. 1947). ,

JOHN JEWKES

UNIVERSITY OF MANCHESTER
November 1947






CHAPTER I

THE SPREAD OF THE FASHION

The people never give up their liberties but under some
delusion.—EDMUND BURKE.

I

FasHIONS in economic thinking are notoriously infectious
and fickle.” They run through communities with the speed
of forest fires, often dying down as quickly as they arise.
Since the end of the first World War there has been a long
string of these crazes of which little now remains except
derelict societies and neglected literature. It is difficult to
recall now the vehemence of the propaganda in favour of
rationalisation, technocracy or guild socialism, or the en-
thusiasm with which bands of zealots have found the real
secrets of economic and social progress, now in the United
States, now in Russia, in Sweden or in Switzerland. Even
the obsession in Great Britain in 1946 for indiscriminate
industrial re-equipment and vast capital investment has been
almost forgotten.

These fashions perhaps do little harm : their excesses
finally evoke the appropriate resistances. Where, as so
frequently happens, they centre on the part which the State
should play in society they help to sharpen our social
wits and thus contribute to a contemporary solution of the
finest problem of all legislation — ‘ how to determine what
the State ought to take upon itself to direct by public wisdom
and what it ought to leave with as little interference as
possible to individual exertion ’.

The current mania for comprehensive economic planning
by the State may well appear, half a century hence, as just

another of the red herrings which fate throws across the
I
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forward march of free peoples. But looking at it close up,
as we must now do, it presents some more than ordinarily
disturbing features which ought to put democracies on their
guard and rouse them to ask whether they are not confronted
with ideas fundamentally incompatible with their cherished
ways of living.

Central economic planning has gained such a firm grip
that it is often forgotten how new an idea it is. The patient
reader will find no reference to it in the works of Marx or of
the Fabians. The histories of British socialism up to the
end of the first World War make no reference to it. Indeed
the conception of an economic system operated by the
State as a manager might operate one factory runs directly
counter to many interpretations of socialism.

It seems to have originated, as many evil ideas origin-
ated, in Germany in the war of 1914-18 when it was con-
ceived of as a technique for war administration. It was
seized upon between the wars by German intellectuals who
saw in it an endlessly fascinating set of problems in complex
administration and an irresistible opportunity of breaking
individuals to the purpose of the State. It came to real life
when Lenin, finding himself with power over a demoralised
economy, cast round for some way of diverting the thoughts
of his subjects from their present tribulations to the hopes
of a terrestrial paradise. He found no help in the existing
literature. He said : '

We knew when we took power into our hands that there were
no ready forms of concrete reorganisation of the capitalist system
into a socialist one. . . . I do not know of any socialist who has dealt
with these problems.!

He invented a new will-o’-the-wisp, an apparently simple and
practical idea which swiftly swept through the existing intel-
lectual vacuum. In 1920 he wrote thus to Krzhizhanovsky :

Couldn’t you produce a plan (not a technical but a political
scheme) which would be understood by the proletariat ? For

! Quoted from Carr, Soviet Impact on the Western World, p. 23.
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instance, in 10 years (or 5?) we shall build 20 (or 30 or 507)
power stations covering the country with a network of such
stations, each with a radius of operation of say 400 versts (or 200
if we are unable to achieve more). . . . We need such a plan
at once to give the masses a shining unimpeded prospect to work
for : and in 10 (or 20 ?) years we shall electrify Russia, the whole
of it, both industrial and agricultural. We shall work up to God
knows how many kilowatts or units of horse-power.!

This was the embryo of the idea, with its already well-
established characteristics of political cynicism, slap-dash
economics and obsessions with the spectacular, which has
grown up so quickly and threatens to cause so much trouble
in the world.

Young as it is, the idea has already travelled far and
wide. In Russia the very knowledge of what constitutes a
free economy has been stamped out completely. In many
of the countries of Europe the State has taken over the
industrial equipment in whole or in part. In democratic
countries the bait is being gobbled without too much thought
for the hook that may lie in it. The rulers in Great Britain
claim to have a centrally planned economy, to be carrying
out a social and economic revolution. Even in the United
States many of the young intellectuals are beginning to
yearn after the benefits of social engineering ’ in a fashion
which suggests that they, too, will soon be calling for a regi-
mented society.

It is not only the speed and fury of this movement in
democratic countries which is alarming. It is also the
incipient evidence of totalitarian fervour for doing good to
other people at whatever the cost to them. | The prophets of
the new age are beginning to reveal a testy intolerance to all
who stand in their way.|

The critics of planning are in these days regarded almost
as engines of evil. Their motives are impugned, their feel-
ing for humanity doubted. This restive impatience in the
face of criticism is destructive of the tolerance upon which

I Quoted from Webb, Soviet Commum'sm:.A New Civilisation ? p. 615.
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democratic communities are founded. It should increase
the sense of ultimate danger and lead the socially wary to
prod carefully for the traps before they go forward into the
promised land.

It is also disturbing that, in their controversy, the
planners and anti-planners dispute over one point but are
really concerned about something else much more vital.
They dispute as to whether an economic system run by the
State would make us richer or poorer than one operated in
a free society, where each man can choose his occupation and
use his capital as he wishes. But the disputants have at the
back of their minds a deeper question: what kind of society
will go along with the planned economy ? We have it on the
authority of one of the most acute social observers ! that
a society may be fully and truly socialist and yet be led by an
absolute ruler or be organised in the most democratic of all
possible ways ; it may be aristocratic or proletarian ; it may be
a theocracy and hierarchic or atheist or indifferent as to religion ;
it may be much more strictly disciplined than men are in a modern
army or completely lacking in discipline ; energetic or slack ; . . .
warlike and nationalist or peaceful and internationalist ; egali-

tarian or the opposite ; it may have the ethics of lords or the
ethics of slaves. . . .

If this is true it is clearly important to know which of these
states of society is the more likely to arise in a planned
economy. For whatever may be said about a free economy,
experience shows that it is not consistent with dictatorship,
slavery or other forms of extreme tyranny.

The struggle between central planners and their oppo-
nents goes on, therefore, in terms of economics. But the
stakes are moral and spiritual. If the issue were merely that
of a little more or a little less wealth the fight would be of
no moment. In fact the prizes are the ultimate prizes :
room for the mind freely to follow its own courses ; room
for society to enrich itself by the encouragement of diversity
and the tolerance of eccentricity ; room for the growth of

' Schumpeter, Capitalism, Socialism and Democracy, p. 170.
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dignity in human relations. Everything, indeed, that is
bound up with the uniqueness of personality and with the
Christian ethic.

It is, at first sight, strange that the new ideas regarding
economic o1ganisation should have gained so wide and ready
an acceptance. Experience might have been expected to
restrain the movement. The only centrally planned eco-
nomies we have so far known, those of Russia, Germany
and Italy, have been born into, or have finally produced
societies in which terror, sadistic cruelty and constant inse-
curity have been the lot of all save the privileged few. In
each the arts sickened, science withered, charity declined.
Each found it necessary to cut itself off from all ordinary inter-
course with the outside world, to restrict the movement of its
people across the frontiers, to misrepresent abroad what was
happening at home and to misrepresent at home what was
happening abroad. Each has been the source of a feeling
of world insecurity and of the possibility of war. It is often
held that such associations are not inevitable, that there can
be ¢ good’ planning as well as ‘ bad’ planning. But to the
objective mind there should be food for thought and grounds
for caution in the undisputed fact that, so far as experience
goes, the depths of human wretchedness and a centrally
planned economy have invariably gone together.

It is clear that there are powerful impulses making for
this new tide in economic ideas. Some of them are un-
doubtedly old evils in somewhat new forms. Among the
leaders of this new movement would undoubtedly be found
a high proportion of morbid types. Men who itch after
power to control their fellows. Men of little understanding
and less restraint who would smash the existing economic
institutions out of pure ignorance of their functions. Ego-
maniacs who can conceive of no standard of values but their
own and strive, with Jesuitical fervour, to save the world
despite itself. But the activities of all such cannot wholly

explain the rapid growth of the popularity of planning.
B



6 ORDEAL BY PLANNING

Among the converts are many men of good will. Their
conversion can only be understood on the assumption that
they are following social aims for the attainment of which
central economic planning is regarded as essential.

I suggest that there are at least six highly commendable
human aspirations lying behind this movement.

There is, first, the desire to avoid in the future the mass
unemployment which occurred between the wars in every
system of free enterprise.” An economy which leaves a
significant part of its producing power unutilised does not
make sense. Up to now, free economies have suffered from
the serious defect of running at something less than full
steam. Not unnaturally the ordinary man contrasts this with
the full employment in Russia and in Germany between the
wars and with the shortage of labour in all countries during
the war and deduces that State planning has made the dif-
ference. If the State could only grip economic activities
tightly enough, surely, he concludes, the waste of idleness
and the dislocating effects of industrial fluctuations could be
prevented.

Second, there is the growing feelinglthat men must be
masters of their economic destiny.?{ The search for ways of
controlling human environment is, indeed, one of the under-
lying causes of all progress. In all politically mature countries
the individual has created devices to safeguard himself
against the arbitrary acts of other individuals or groups. But
the worker or the employer may still find his livelihood
destroyed overnight by some unpredictable and apparently

I Mr. Morrison, House of Commons, July 8, 1947, ‘ The test of a modern
economic policy is whether or not it keeps the economy running somewhere near
full capacity .

2 Mr. Morrison, Economic Planning (1946), p. 14: “In a few years’ time
people looking back will be amazed to see . . . how little was understood of the
part which planning could play in freeing employers and workers and farmers
from the horrors of uncontrolled and unforeseen fluctuations .

Sir Oliver Franks, Central Planning and Control in War and Peace, p. 37 :
“ The Government must so present its policy and programmes that they
are accepted as the right answer in the circumstances for a nation that will be
master of its fate ”’.
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uncontrollable jerk of the economic machine. These bolts
from the blue are not merely painful, they are humiliating.
They outrage the sense of order and appear to leave men at
the mercy of chance. And the State seems to be the most
convenient agent for creating security and certainty.

Third)( planning is associated with the extension of the
scientific method.|] The great achievements of the natural
sciences in the last thirty years have stirred the popular
imagination. Through some unfortunate twist in the inter-
pretation of the scientific method it has come to be assumed
that the economic system cannot be scientific unless every-
thing which happens in it is under the direct and conscious
control of some individual. ! If a Government official decides
what amounts of a commodity shall be produced, where they
shall be produced, how they shall be distributed, that con-
stitutes ‘ scientific’ planning.!! The human mind has been
brought to bear in a systematic fashion upon a specific pro-
blem, collective behaviour is controlled by a single master
plan from above. But if production and distribution is
allowed to take place through the operation of an impersonal
price system, that is to say, through the free co-operation
of independent individuals — even though much the same
results are achieved — then there is not the same feeling of
achievement. This is much as if the force of gravity were
to fall into popular disrepute, because it was not the outcome
of the conscious activity of 2 human mind, and industrial
processes were consciously planned to the neglect of, or in
defiance of, this force.

Fourth,\the State is being called into economic affairs |
because it is believed that increase in wealth can thereby
be speeded up, or even that it will be possible to get some-
thing for nothing. To the social scientist an economic
system which can double real income per head every thirty
or forty years, with an occasional bonus added when some
especially fruitful technical improvement comes along,
would appear to be justifying itself. But to the individual
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who is looking for an immediate increase of one-third in his
own income (and most of us are in that position) the matter
appears quite different. Broad economic progress of the
kind which free economies have achieved in the past is
largely irrelevant to his own immediate problems. The State
is expected to resolve this difficulty, partly by redistributing
wealth to the advantage of the under-privileged, partly by
creating a more efficient economic society which will turn a
2 per cent annual increase in income per head into something
much larger.

Fifth,//there is a widespread insistence upon economic
security,| It is, indeed, paradoxical that in this century when
life is held cheaper than during most other periods of history ;
when within twenty-five years the people of the world could
twice be brought to slaughter each other in unparalleled
numbers ; when peace-time machines (particularly in trans-
port) which maim and kill increasingly are accepted with-
out demur, other forms of courage should seem to be
dying out and there should be this firmly held attitude that,
whatever the cost in terms of individual liberty, economic
risks must be reduced. And since a system of free enterprise
inevitably creates discontinuities and personal hardships,
partly as a result of its rapid absorption of the fruits of tech-
nical progress, partly as a consequence of its tendency ta
move forward in jerks and starts, those seeking a quick
solution for these evils not unnaturally turn to the State as
a possible stabilising agency.

Finally, there is a growing economic humanitarianism
which renders intolerable the inequalities of wealth associated
in the past with a system of free enterprise. Absolute
economic equality, if that were possible, would probably be
obnoxious to the sense of justice, for it is widely recognised
that people work with varying intensities and that greater
natural aptitudes should bring some differential award. But
the striking disparities between the richest one-tenth and the
poorest one-tenth of the citizens in many countries in the



THE SPREAD OF THE FASHION 9

past fifty years is something which the twentieth century
cannot stomach.N Here again the deduction is drawn that
only the direct control of the economic system by the State
can bring improvements.!/

It is the purpose of this book to show that these legiti-
mate aspirations — to make a steady, continuous and full
use of the community’s powers of production, to dominate
one’s economic environment, to operate economic institutions
scientifically, to provide all with higher material comforts,
to avoid economic fluctuations disturbing to the individual,
to mitigate the grosser forms of inequality — are completely
and finally frustrated by central State planning. For central
planning ultimately turns every individual into a cipher and
every economic decision into blind fumbling, destroys the
incentives through which economic progress arises, renders
the economic system as unstable as the whims of the few
who ultimately control it and creates a system of wire-
pulling and privileges in which economic justice ceases to
have any meaning.

There can be nothing but bitterness and ruin waiting for
those who create, or suffer to be created, a centrally controlled
economy. It is not a system which can be coolly experi-
mented with and then dropped, if it fails, with no greater
loss than a return to the status quo. 'There is no easy way
back. For the more threatened it is by failure, the more
savage will be the efforts to make it succeed at any cost. The
more apparent becomes the insolubility of the intellectual
problems it involves, the crazier and more irresponsible will
become the efforts to solve them. Nor is it true, as some of
the less confident planners are inclined to argue, that at the
worst the planned system amounts simply to bartering some
part of our liberty for increased wealth or increased security.
There is no choice open to us between slavery with plenty
and freedom with poverty. For the consumer is just as
certain a victim of the planned economy as is the free man.
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II

If all this is true, how does it come about that so many
intelligent, sincere and well-meaning people have been
brought to accept, for the attainment of their aims, methods
which are worse than useless for the purpose ? How have
they been fooled or been brought to fool themselves ? One
might probe endlessly into those dark and deep recesses
of the mind wherein myths and confusions, and apparently
economic myths more than others, grow in such profusion.
But some of the more important sources of the confusions
of our times are easily to be recognised.

The most important is the habit of the planner of com-
paring his ideals — his blue-prints, the products of his
drawing-board — with the actual working, with all its de-
fects, of the system he wants to get rid of. He is nearly
always anxious in these days to keep out of court the evidence
of what has actually happened in Russia. That is ‘bad’
planning as contrasted with the  good’ planning which he
is anxious to introduce. But he insists upon dragging into
court the actual experience of the free economy in the past
fifty years. Suggestions that some of the admitted weak-
nesses of a free economy are susceptible to simple and
effective remedies are rejected as wishful thinking. All
kinds of improbable changes in human nature are assumed
in portraying what will happen in a planned economy ! but
none of them are permitted for the purpose of foretelling
the future of a free economy. The unresolved, or unresolv-
able, snags in a planned system are evaded by assuming that
people will be ‘sensible and play the game’. But no one

! Thus Schumpeter, Capitalism, Socialism and Democracy, p. 211: “The
socialist order presumably will command that moral allegiance which is in-
creasingly refused to capitalism. This, it need hardly be emphasised, will give
the workman a healthier attitude towards his duties than he possibly can have
under a system he has come to disapprove.” If, as is not at all unlikely, many
people look forward to a socialist State because it will mean that they will have
to work less hard, it seems unreasonable to assume that, once the socialist State
is established, they will be prepared to work harder than ever.
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can be assumed to be sensible or reasonable or fair-minded
in the free economy.

The great attraction, for the naive or the unscrupulous,
of building up human societies on the drawing-board is that
the incentives to effort cannot be depicted and, therefore,
can be ignored. There is no room in the organisation chart
of the U.S.S.R. for the secret police. The clean, simple
lines of responsibility leave no room for sketching in the
motor which is to do the driving. Blue-prints omit black -
markets. The social engineer can always assume that he
can bend, twist and plane his human material against the
grain without resistance and fractures.

This unscrupulous dodging about between dual stan-
dards confuses judgment. There is point in comparing the
Russia we know with the Great Britain or the United States
we know. There may be point in contrasting a socialist blue-
print with what could be made of a reformed free economy.
But to make the comparison on different levels of objectivity
really begs the question.

A second source of confusion is the failure to recognise
that differences of degree can ultimately become differences
in kind. It is precisely at this point that those who are most
strongly convinced of the potential evils of growing State
control find it most difficult to hold their position in dis-
cussion of detail. For there comes a point at which to argue
each case on its merits really amounts to not arguing the case
at all. If, for example, the State proposes to nationalise some
relatively unimportant industry, the pros and cons of that -
particular case may be equally balanced. It may seem
highly unrealistic, in the particular context, to raise major
issues regarding liberty and the general efficiency of the
economic system. And yet a multiplication of such cases
may alter for the worse the whole character of the economic
and social system. This difficulty, of course, confronts all
democratic communities in dealing with totalitarian ideas
and tactics. At what point, it has to be asked, should we dig
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in our heels and declare that further infiltration, however
minor, will be resisted ? It is this dilemma which creates
the class of appeasers. For the habits of compromise, of
empiricism, of tolerance and of open-mindedness which
alone make a free society possible are just the habits which
render the democrat an almost sitting target for his totali-
tarian opponent. The planner prefers to have each case
discussed on its merits, z.e. to have it discussed without re-
lation to its wider implications. It should be the tactics of
his opponent to discuss each case within a wider framework
of principle. But he can only do this at the risk of being
described as doctrinaire and unrealistic. In political affairs,
the appeasers of the period between the two great wars now
suffer the contempt they merit. But in economics the
appeasers still hold the field as the men of balanced and
judicial mind responsive to the changing needs of the time.’
Yet no democratic community can exist save where its
members understand the difference between having their
hair cut short and having their scalps taken clean off, and
recognise in the former the ever-growing dangers of the latter.

An extremely important case where differences of degree
may ultimately become differences in kind lies in the field of
administration. Everyone knows that it is possible to plan,
with purpose and success, a small organisation, such as a
reasonably sized business or local authority. NIf planning is
desirable on this scale why not extend its scope and plan the
working of a whole country, or indeed, as many would suggest,
the whole world ? I'The simple answer is that this is adminis-
tratively impossible, that what can be done on a small scale
cannot always be done on a largey But in social and economic

* Thus The Times leader of September 25, 1946 : *“ In the General Election
last year . . . the centre of gravity was set markedly nearer to a planned
economy and further from laissez-faire. But, while the right degree of this
adjustment is and will be a matter of strong domestic contention, there was
no break in the continuous evolution of an approach to social and economic
tasks which has led the people and successive Governments of this country

to seek, step by step and stage by stage, that habitable half-way house for which
a large part of the world is now seeking.”
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affairs it is an answer which rarely appears conclusive. It
is thoroughly grasped in other branches of thought. We
can never have a wasp as large as a tiger, since the mechanisms
used in integrating the functions of the wasp do not stretch
to that size. We can never have an elephant fifty times as
large as the present size : its legs could not carry the weight
or, if they were made strong enough to carry the weight, they
would be so thick that the animal would not be able to move
at all. But most people assume that you can increase an
administrative organisation indefinitely in size and that it
will continue to do its job with just the same success and
speed as before. In fact, the crowding together of vital
decisions at the top would mean that the organisation ulti-
mately would cease to do anything at all.

This is so critical a point that it is worth asking why
the right answer is reached in one set of instances and the
wrong answer in others. It may, in part, be due to the
rudimentary state of the science and art of administration ;
there we are still in the stone age. It may, in part, be due
to woolly thinking regarding the advantages of decentral-
isation. It is often argued that all these problems of adminis-
tration, even in a complete centrally planned economy, can
be solved by ‘decentralisation’. And, of course, within
limits, decentralisation does help. What is overlooked is
that decentralisation creates administrative problems of its
own : how to co-ordinate the decentralised units. That can
only be carried on successfully within narrow limits. To go
back to an illustration given above, we may reach the point
at which the job to be carried out really requires an elephant
fifty times bigger and stronger than the present type. We
know such an elephant does not and cannot exist. We may
argue that the right solution is decentralisation — fifty
elephants of the present size instead of one fifty times larger,
But we do not, thereby, dodge the problem. For the question
now is : can we get fifty elephants to work together with the
sensitivity and the automatic adjustment provided by the
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instinctive reactions between the brain and muscles of one
elephant ? Here there clearly is a limit. The failure to attribute
to administrative limitations the crucial rdle they should
play in social and economic organisation is mainly due to the
fact that in administrative problems there can never be the
precise and final answer which can be given in scientific
problems. 1Men differ in their powers of administration
Some cannot control successfully a toffee shop. Some can
control an organisation with (say) 20,000 workers. So it is
assumed that because there is no definite limit to the growth
of a successful administrative unit there is no limit at all.
This is just as wrong, and just as dangerous, as if we were
to argue that, since some men are five feet high and others
six feet high, there is no reason why we should not have men
fifty feet high and proceed to design all our machinery so
that it could only be operated by such giants.

NPlanning, again, commends itself to many because it is
felt that ¢ this is the way things are going’, that it is a part
of the ‘ wave of the future ’, that it is foolish to press against
the rising irresistible tide of affairs. This attitude of resig-
nation, paradoxically enough, runs right across the view,
already examined, that planning will put us in a position to
become masters of our own economic destiny. It is also
highly unscientific because it assumes that when any social
force has gained momentum it must inevitatfly continue
until it dominates the whole of human activity.*

Finally, in the period following a victorious war the
conditions are ripe for the growth of the planned economy.
The people have been subject for a number of years to per-
sonal regimentation. The fact that the war has been won
surrounds the economic organisation which contributed
to success with an often quite unmerited prestige;? /the

1 G. K. Chesterton long ago saw through this fallacy when he twitted the
experts who “ when they see a pig in a litter larger than the other pigs, know
that by an unalterable law of the Inscrutable it will some day be larger than an
elephant .

2 Thus Sir Stafford Cripps never wearies of describing the success of
planning during the war in the Ministry of Aircraft Production.
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failures, weaknesses, wastes and losses are forgotten, the
achievements unduly magnified by time.! | The shortages
and poverty which follow war create a real need for some
extraordinary controls. If planning brought us victory
through its powers to produce agents of destruction, how
much more potent it might be if employed in peace-time
constructive purposes.

III

The case for planning, however, could hardly have made
the progress it has made were it not for the current mis-
representations and pure ignorance regarding the nature of
the economic system : ignorance of the working of the price
system, of the part played by risk-taking and speculation in
economic progress, of the need for freedom for those minds
which must do the path-breaking for society, of the enormous
economic progress made by free societies in the last half-
century and of their power to defend themselves, in the last
extremity, against the armed force of totalitarian States.
The wildest ideas are abroad — that big organisations and
institutions are inevitably more efficient than small; that
the State (i.e. Ministers and Civil Servants) can draw on a
fund of wisdom and judgment that is not available to other
men ; that the techniques of production nowadays are so
spectacularly different from those of thirty or forty years
ago that little that we have learnt from the past is relevant
to present-day conditions; that the competition between
business men is inherently immoral ; that business men no
longer compete but fleece the community by creating mono-
polies ; that profit-making is evil; that business is now
controlled by an administrative class not directly concerned
with profit-making ; that competition creates enormous
waste by driving thousands of firms into bankruptcy ; that
competition no longer works in eliminating surplus capacity ;

1 See E. Devons, ¢ Economic Planning in War and Peace’, The Manchester
School, January 1948.
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that monopoly brings into existence huge corporations too
large for efficiency ; that monopoly will usually mean that
the output of a firm will be smaller than it would be under
* competition ; that the free economy stifles inventions ; that
the free economy creates widespread technological unem-
ployment — an endless list of assumptions many of which
are mutually contradictory and most of which are without
foundation in factil When there is added to all this the
cavage mlsrepresentatlon that has surrounded the subject of
planning in the past twenty years, the causes of confusion
are only too obvious. In such confusion any and every view,
however bizarre or improbable, will get a hearing and the
chance that truth will prevail is remote.

The obstacles encountered in establishing economic facts
and in creating an understanding of economic cause and
effect may well lead to a cynical, if not completely fatalistic,
attitude. Is there some queer defect in the human.mind,
some universal black insanity which will inevitably lead us
to destroy those very social and moral values which we most
cherish ? Is it the calamity of modern life that we cannot
learn, or learn early enough, all the things which we must
know for our survival ?

It seems to me far too early to fall prisoner to such
pessimistic moods. Economic rationality has, in some recent
cases, suddenly shot above the apparently barren ground in
a most unexpected fashion. Who would have believed ten
years ago that countries could wage major wars, as Great
Britain and the United States have done, without falling into
inflation ? Who could have forecast the growing knowledge
in labour.circles of the relation between price and wage
movements, which led to the far-seeing and courageous
restraint during the war by British trade unionists on the
subject of wage policy ? Who would have anticipated in
1925 that, within twenty years,\[the Keynesian economic
doctrines offering us a route towards the maintenance of full
employment within a free society would have been so gener-
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ally accepted § It may be that the realm of popular under-
standing will widen even more quickly in the future. Inthe
past planned economies have operated under a veil of secrecy.
Now, however, we have in Great Britain an experiment in
central economic planning carried on in the open, subject
to public discussion and scrutiny by Parliament. The lessons
to be drawn from that experiment, if they can be drawn
coolly and without bias, may well change the whole course
of economic thinking in the world. For even those who
regret that such an experiment had to be carried out merely
to reveal what they regard as the inherent defects and dangers
in a planned economy, may console themselves with the
thought that, if such an experiment was inescapable, much
better it should be carried out in Great Britain, with its
instinct for justice, fair play and free speech, and its strong
social cohesion, rather than in some other community where
the lines of social cleavage were more marked and the tradi-
tional impediments to the practices of human slavery less in
evidence.



CHAPTER II
IS THE BUSINESS MAN OBSOLETE?

THOSE who are opposed to the conception of a centrally
planned State economy will not be able to make much head-
way with their case unless they can dispose of the argument
that there is really no alternative to a planned system. It is
declared with increasing frequency that the business man,
the important initiating agent in the free economy, is destined
to lose his functions, his powers and even his interest in
performing the services which, in the past, have justified his
existence. If it is true that private individuals can no longer
be found to undertake the functions of investment, of risk-
taking, of management and of innovation, then either the
community must resign itself to a return to the simplicity
and poverty of peasant farming or the State must take over
the responsibilities of the entrepreneurs.

From Marx onwards, the business man has often been
counted out prematurely by his detractors. Much of this
theorising has failed to stand the test of time. There are,
however, some modern theories as to the inevitability of the
decay of the entrepreneur which have greater internal con-
sistency and which command more general support. The
most devastating attack has been made in Professor Schum-
peter’s remarkable book Capitalism, Socialism and Democracy.
If Professor Schumpeter is right, then those who resist the
growing tide of economic regimentation are wasting their time.

He argues that the business man, and the economic and
social system which grew around him, are inevitably doomed,
not because they have failed in any special way to deliver the
goods but for four other reasons :

(a) Capitalistic enterprise has shown such great achievement
18
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in making economic progress automatic that there is
nothing left for it to do. It has destroyed its own
function. It has performed once and for all a service
which need not be repeated.

(6)'The business man has failed to create defences against
political attack on the free economy.y On the one hand,
he has inevitably destroyed the feudal and aristocratic
elements in society which might have provided a guardian
for him ; on the other, he has brought into existence and
failed to control a group of intellectuals who, by their
very nature, will turn to destroy him.

(¢) "The business man has really lost interest in behaving as
a business man.) His incentives have gone or are going.
He no longer reveals the instinct of self-preservation.

(d) WT'he system of capitalistic economy has created an almost
universal hostility to its own social order,| This hostility
may be largely irrational but it persists because the case
for the free economy is complex, is based upon long-
range considerations and is essentially lacking in an
appeal to the emotions.

Has the Free Economy served its Purpose ?

The first and third of these reasons are by far the most
important. For whilst the other two are reasons why the
business man may disappear (irrespective of whether this
will be a good or a bad thing), reasons one and three, if they
can be substantiated, are reasons why he should go. No one
wishes to retain for the sake of old times social and economic
instruments which have become blunt.

The first reason boils down to this: the fundamental
task of the business man is that of forcing innovations into
the system, of breaking down resistance to change. But, by
now, we have all ““ become accustomed to economic change
— best instanced by an incessant stream of new consumers’
and producers’ goods. . . . The resistance which comes
from interests threatened by an innovation in the pro-
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ductive process is not likely to die out so long as the capital-
istic order persists. . . . But every other kind of resistance
— in particular, to a new kind of thing because it is new —
has vanished already. Thus economic progress tends to be-
come de-personalised and automised. . . . Innovation itself
is being reduced to routine.” Bureaux, committees and teams
of technicians can now take the place of the personality, the
driving force, the will of the individual business man.

This argument implies that once the customer has
become accustomed to a/steady stream of new things he will
accept this state of affaifs as a matter of course and that the
consumers’ expectation that the stream will flow on end-
lessly constitutes, in itself, one of the motors of economic
progress. I do not believe this to be the case. Consumers
have short memories. Provided the change is not too rapid,
the standard of living can be reduced almost without the
consumer noticing it. No clearer illustration of that could
be found than the experience of British people who travel
now, after years of austere living, to the United States or
Sweden. Their clearest impression is that of suddenly re-
membering the consumer joys of the past. The consumer up
to now has not been an initiator in the system, he is much
more of an arbitrator and arbitration is bound up with a
certain conservatism and passivity. In any case there are
wide ranges of consumers’ demand where the producer
has never yet succeeded, even under the most favourable
conditions, in breaking down the instinctive resistance to
change. Perhaps the most interesting is that of housing in
many countries where the consumer stubbornly clings to
ways of living which are sadly archaic.

Neither does it seem to be true that ‘ technological
progress is increasingly becoming the business of teams of
trained specialists who turn out what is required and make
it work in predictable ways . Surely the words ¢ what is
required ’ robs this sentence of the meaning which Schum-
peter intended it to have? The application to commercial



IS THE BUSINESS MAN OBSOLETE? 21

purposes of the progress of pure science is essentially a
process of risk-taking and guessing. The early exploitation
of the ‘ deep ’ freezing of foods — which promises to revolu-
tionise domestic economy — could certainly not be regarded
as automatic. It was due to a commercial plunge by one
firm in 1929. The development of the jet engine in Great
Britain was the outcome of the confidence of a financial
company at a time when the official attitude to the idea was
wholly tepid. And there are many cases at the moment —
such as television, the pressurisation of high-altitude air-
craft, the use of welding in shipbuilding — where it is far
from being a simple matter of telling the technicians what to
do and then waiting for the inevitable solution. All such
decisions call for acts of faith amidst a tangle of conflicting
considerations of commercial production and technological
possibilities. Left to themselves, and having no particular
reasons for taking risks, teams of technicians will almost
invariably bog themselves down without direction or purpose.
The record of State aeronautical-research organisations in
Great Britain is one very good illustration of this point.
They have produced virtually nothing ; almost all technical
development in war-time came from the private firms;
Government technical experts frowned on nearly every one
of the crucial new devices for improving aeronautical per-
formance until the persistence of the entrepreneur settled the
dispute beyond a doubt. The history of the appalling delays in
British tank development, even during the war, isanother excel-
lent illustration of what a technical bureaucracy is capable.
Take away the motive force of innovation — the business man
— and the cautious and conservative habits of the consumer
and technician would roll back over us with deadening effect.

Indeed one can go much further than this and argue
that the development of the entrepreneur’s function in mer-
chanting and production is still only at a very primitive stage
and has still wide fields to conquer.

As standards of living improve, the consumer tends to
c
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become more discriminating and the task of suiting him
more delicate and more risky. There is a stage in the growth
of consumer taste and discretion when it is sufficient for the
entrepreneur simply to offer something new. The first
white men on the American continent could dispose of beads,
wire, brightly coloured cloth; anything that had not been
seen before. But, at a later stage of consumer sophistication,
novelty of itself ceases to have any attraction since new
things have beconfe unexciting in themselves. The con-
sumer reaches further back to a more rational examination
of the attraction of the new. Fresh fields for entrepreneurial
activity are, thereby, opened up. In the past the entre-
preneur has been able to carry out his functions with an
absence of real finesse and has relied upon two crudities, both
of which must progressively fail to satisfy: large-scale
advertising and mass production. -The latter gives the
consumer the second-best — an article which satisfies nobody
because it is made for the average man who does not exist.
It will become increasingly unpopular as communities grow
richer and less immature. The former seeks to deaden the
growth of discrimination and can hardly fail to produce a
final revolt, all the more decisive because it is likely to swing
to the other extreme where people begin to believe nothing
they read and fall back on their own tastes and inclinations
in the exercise of their consumer judgments.

On the supply side, the rdle of the entrepreneur in giving
direction to technological progress must also become more
complex and difficult. For the more numerous the strands of
scientific knowledge, the greater the number of combinations
of such strands available for technological application, the
more arduous the choice among the various possibilities for
successful commercial application. It is true that the actual
technical work is increasingly performed by salaried teams;
it is equally true that what technical work should be done is
increasingly a function of risk-taking and of market intuition
—t.e. a function of the entrepreneur. Even under mass
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production the crucial question has to be answered : which
thing shall be mass-produced? In more discriminating
production this question crops up more frequently and is
more difficult to answer. Compare, for example, the position
of an entrepreneur in 19oo wondering whether he should
make bicycles with that of an entrepreneur in 1946 con-
sidering whether he should make television sets. The
second question opens up a vast range of technical, commercial
and production issues almost wholly lacking in the former.
It is, of course, true that some industries may have
periods of quietude in which the rdle of the entrepreneur
becomes of less significance. But these periods may be
limited. Thus the textile industries, after a comparatively
long breathing-space, now seem to be set on quite revolu-
tionary changes as the result of recent developments in
artificial fibres and in methods of arranging these fibres to
form fabrics. And the tinplate industry, after a long period
of relatively simple methods of production, has suddenly shot
forward with the invention of the continuous hot-strip system.
In this connection Professor Schumpeter’s military
analogy is very revealing. He argues that, until recently,
“ the technique of warfare and the structure of armies being
what they were, the individual decision and driving power
of the leading man .. . were essential elements in the
strategical and tactical situations. . . . This is no longer so.
Rationalised and specialised office-work will eventually blot
out personality, the calculable result, ‘the vision”.” Can
there ever have been a more compendious misunderstanding
of the vital role played by personality and morale in the last
war? For the battle units were admittedly larger than
heretofore, the processes more mechanised. But, time and
again, one man made an enormous difference to the outcome
of the struggle because he was able to drive his personality
through the administrative machine to get at the vital thing
which decided battles — the morale of the fighting individual.
In fact, the larger the units engaged the more precious were
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these qualities of leadership and of intuition. Can there be
any doubt that the turning-point in the last war was the
personal clash of wits between Montgomery and Rommel,
or the defence of Stalingrad, which had as little to do with
office-work as did the result of the battle of Trafalgar ?

This conclusion regarding the continuing réle of the
entrepreneur would be more easily accepted were it not for
the perversity of many writers in refusing to examine what
is really happening to the structure of industry. If the
entrepreneurial role is becoming more difficult, more com-
plex, more important, that would inevitably exercise a re-
straining influence on the size of the business unit: the
limit to administrative skill would be reached fairly early.
But Professor Schumpeter, although he has some qualifica-
tions to make, finally concludes that “ the perfectly bureau-
cratised giant industrial unit not only ousts the small or
medium-sized firms and expropriates its owners but in the
end it also ousts the entrepreneur . It will be shown in the
next chapter that this picture of the whole industry
dominated by a few giant concerns is misleading. It was
not true in the past. There is no reason to believe that
it will occur in the future. In some industries, of course,
the giant concern has advantages over the relatively small
firm. In many other industries the opposite is true. A
healthy and progressive free economic system will always
be creating a place for the small firm. New industries are
always springing up in which the small man gets his chance.
Increased discrimination by the consumer is constantly
creating needs which can, in fact, only be met by relatively
small and flexible firms. If the State carries out its legitimate
function of controlling monopoly, and the size of an in-
dustrial concern is strictly linked to its efficiency, the scope
for the small firm will become even wider.

But, leaving on one side the statistics regarding the size
of firms, is there any evidence that the work of the business
man is becoming more automatic, more routine ? On the
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contrary, is it not the case that the head of every large concern
in these days groans under the difficulties of exercising his
will powerfully enough to keep his administration going ;
that every large business seeks methods of decentralisation
in order to stop the rot of routine and the slowing down o.
progress ; that the heads of the largest concerns are the most
sceptical of the advantages of great size ? If the Schumpeter
diagnosis were correct the business man would be showing
the clearest indications of obsolescence in the United States,
where innovations in consumer goods are most rapid and
organised technical research most advanced. But it is
precisely in the United States that his functions are most
vigorously pursued and developed.

The entrepreneur may be doomed, but, if so, it is not
because his activities have become superfluous in a pro-
gressive economy.!

The Political Defencelessness of the Business Man

There is, second, the argument that the business man
has failed to qualify as a political animal ; that right to the
end of the period of vital and intact capitalism he left the
governing, particularly in England, to the aristocratic element
which his rational system was bound to destroy. Apparently
the bourgeois is incapable of ruling. “ There is no trace of
any mystic glamour about him which is what counts in the
ruling of men. . . . A genius in the business office may be,
and often is, utterly unable outside of it to say boo to a goose,
both in the drawing-room and on the platform. Without
protection the bourgeoisie is politically helpless and unable
not only to lead its nation but even to take care of its own
particular class interest, which amounts to saying that it
needs a master.”

T It seems difficult to square Schumpeter’s conception of automatic pro-
gress through the activities of consumers and teams of technologists with his
statement elsewhere (Journal of Political Economy, June 1946, p. 270) that
““ the principles of individual initiative and self-reliance are the principles of
a very limited class. They mean nothing to the mass of the people who — no
matter for what reason — are not up to the standard they imply.”
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On a priori grounds, it would seem surprising that such
a sweeping generalisation could be made in this way about
any large class. For governments have in the past been
drawn from any and every class of society. And within a
class as large as (say) the British bourgeoisie there must have
been found many different types, aptitudes and gifts which
might have been expected, even by the laws of chance, to
produce some men equipped for political leadership. Schum-
peter does not specify why the successful management of a
business under competitive conditions is such a very different
task from running a party, or a government or a cabinet. He
admits that the bourgeois class have often been successful in
city management but he dismisses this as irrelevant — * city
management was akin to business management . This still
leaves the question why business management is so distinct
from political management. He further admits the appear-
ance of the great merchant republics and the successful
bourgeois governments of the Low Countries but he says
‘ the merchant republics failed in the great game of inter-
national poitics ”. It would, indeed, be interesting to know
why the game of international politics is so different from
the game of business. On the surface they might seem to
have much in common. And, of course, he has to admit
the presence of a continuing bourgeois government in the
United States.

Let us take the special case of England —on which
Professor Schumpeter leans very heavily for his theory. How
far is it true that the bourgeois element found itself incapable
of ruling ‘‘ right to the end of the period of intact and vital
capitalism ”’. . |

Between 1900 and 1940 there were long periods of pre-
dominantly conservative Parliaments in which ‘hard-faced
business men ’ were perhaps only too numerous.

Mr. Thomas ! has made an analysis of the ‘ interests’ of
the members of the House for each of the Parliaments

! The House of Commons, 1832-190I.
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between 1868 and 19oo. This shows that business interests
were extremely powerful between these two dates.

PERCENTAGE DISTRIBUTION OF INTERESTS ! IN PARLIAMENT

1868-1g900

1868 1880 1886 1895 1900

Landowners, Army and
Navy . 432 339 245 22'0 226
Business Interests . . 42°9 49°3 52°0 52°2 522
Lawyers . 80 90 109 117 10°4

Men of Letters and Aca-
demic . 31 4'1 53 6°1 56
Others . 28 37 73 80 92
Total . . 100 100 100 100 100

It has to be recognised, on the other hand, that many of
these business men were probably concerned more with
finance than with manufacturing proper, that the business
men who have gone to Parliament have probably not found
their way into the Cabinets with the frequency appropriate
to their numbers and that the business men in Parliament
have probably not been the best business men (the best
preferring to stick to their own jobs). But when every
allowance is made for these points Schumpeter’s picture is
overdrawn.

Whilst, according to Schumpeter, the business man has
been kicking from under himself the prop of the aristocratic
and feudal element in society, he has been further embar-
rassed by an intellectual class which has devoted its powers
of exposition, and apparently its malice, to the destructive
criticism of the bourgeois society. Schumpeter’s analysis
of the intellectuals is, indeed, one of the most penetrating
parts of his book. He defines this group as that which wields
the power of the spoken and written word, which has no

! In compiling the table attention was pald not to the number of members
returned but to the number of ‘ interests ° which those members possessed.
Therefore, when a landowner who was also a director of a railway company
was returned to the House, it was made to count as the electnon of two interests
to Parliament.
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direct experience of a responsibility for practical affairs,
which ‘‘ cannot help nibbling because it lives on criticism that
stings ”’, criticism that passes from persons to institutions.
This group of intellectuals is brought into existence by the
rationalism and freedom of a bourgeois society ; its weapons
are sharpened by the growth of education, by printing, by
the popular press, by the radio. The réle of the intellectual
groups ‘“ consists primarily in stimulating, energising, verbal-
ising and organising and only secondarily in adding to the
general hostile atmosphere which surrounds the capitalist
engine ”’. :

This is a damaging attack upon the scribblers of the Left.
No one can doubt that it faithfully portrays the character and
functions of the group which in Great Britain, before the war,
came to be known as the ‘ Bloomsbury set’ or the group
which in Germany did much to open wide the gates of
totalitarianism. It is, indeed, depressing that since the
beginning of the century those who have been best equipped
in knowledge and powers of exposition should, by their
extraordinary lack of wisdom and their malicious desire to
upset, have acted as a continually destabilising social influ-
ence. But it is seriously to be questioned whether their
power is as great as Schumpeter would have us believe.

'This iconoclastic group is, at least in Great Britain, only
a section of those who possess the power of expression or the
leisure for speculation. There are others who think differ-
ently. The Leftist intellectuals do not always have it their
own way. Among the British scientists, recently, the attempt
on the part of a few to propagate the principle of ‘pure
scientific research with a social purpose’ (i.e. the Moscow
line) produced a quite violent reaction among other members
of the profession. It is extremely doubtful whether the
social scientists of Great Britain do take up the attitude to a
free economy which Schumpeter seems to take for granted.
In Great Britain in the last thirty or forty years the intellec-
tual power of the community has been predominantly liberal.
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The social defence of a society against the stridency of
the intellectuals of the Left lies, of course, in those deeper
intuitions of the community which are broadly described
as common sense. Now the intellectuals by their own
activities create popular distrust. They quarrel among them-
selves with the same lack of restraint as they quarrel outside.
They set up as experts in fields where they do not even
possess knowledge (as the scientists who overnight become
experts in the social sciences). They have a high mental
volatility and a low intellectual flash-point, so that they
change their minds with great frequency (particularly where
they keep an eye on the line of the Party). They are comic-
ally lacking in a sense of humour.® They find it difficult
to conceal their ambitions as administrators. The general
suspicions which are bred by their somewhat adolescent
strutting bring discredit on ‘ experts ’ as a group.?

The Loss of Incentives

Thirdly, Schumpeter alleges that the business man finds
his own incentives weakening. The controllers of large
businesses more and more become executives with the
psychology of the paid employee as distinct from the owner-
employers of yesterday. Business no longer revolves around
a family — with its sense of continuity, its desire for accumu-
lation, its attachment to property.

It is, however, much to be doubted whether these changes
do weaken incentives to the degree suggested. The point
has already been made that those who insist upon regarding

I Thus the solemnity of the Webbs’ Decay of Capitalist Civilisation, p. 31 :
““ It is not too much to say that, in the Britain or the United States of today,
the very existence, in any neighbourhood, of a non-producing rich family,
even if it is what it calls well conducted, is by its evil example a blight on the
whole district, lowering the standards, corrupting the morality and to that
extent counteracting the work alike of the churches and the schools .

2 Incidentally, if Schumpeter is correct, the Leftist intellectuals are strangely
indifferent to the fate of their own intellectual progeny. Thus he states that,
in the socialist State, ‘‘ intellectuals as a group will no longer be hostile and
those individuals who are will be restrained by a society that once more believes
in its own standards. Such a society will in particular be firm in its guidance
of the young.”
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the industrial system as consisting of a few large, bureau-
cratically controlled firms are, in fact, discussing a system
which does not exist. It is a serious over-simplification to
suppose that property accumulation is the only, or indeed the
major, driving force behind the entrepreneur. There is a
mixture of motives at play : the desire to exercise power, the
desire for independence, the scientific interest in making an
organisation work, the thrill of risk-taking, the loyalty to a
group which has grown up under one’s hands. In an in-
dustrial system which is devoting itself to meeting the needs
of the consumer and evolving the type of industrial structure
called for, it is difficult to imagine most of these motives
becoming weaker of themselves. The destruction of the
close relation between family and business may well encour-
age, rather than discourage, business incentive. For in the
past the family business, with its nepotism, has often con-
stituted one of the principal obstacles to the poor and ambi-
tious young apprentice and has bred among those privileged
by birth an enfeebling sense of security which has weakened
progress.” It is important for economic progress that men
should recognise the urgency of their task and be disinclined
either to leave their most baffling problems to be solved, or
the fruits of their labour to be too fully enjoyed, by their
descendants, attitudes highly typical of the socialist adminis-
trator.

The Unexplained and the Irrational Elements

There remain only those elements in the opposition to
the free economy which are generally admitted to be irrational
or purely emotional. It is true that the case for the free
economy is complex, that it involves wide and long-range
considerations. As has already been pointed out,? it is

! Dare I quote, on this subject, the Webbs’ Decay of Capitalist Civilisation,
p. 122 : *‘ Sons reared in luxurious homes, and . . . not picked out for their
profit-making ability, succeeded to their father’s businesses, which gradually
ceased to be marked by those qualities of initiative, discovery and enterprise
which had served as a justification for the dictatorship of the capitalist ** ?

2 See p. 16.
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possible for the public to grasp sound economic ideas and to
act wisely in the light of them. Why should they be con-
sidered at the end of their capacity for learning ? It is true
‘“ that no one can become emotional about capitalism >’ whilst
they obviously can get emotional about socialism. But this
may well be the result of the meretricious attraction of what
is new. It will be interesting to see what light the experience
of Great Britain during the next few years will throw upon
this point. There remains what Schumpeter describes as
the ““ almost universal hostility to capitalism ** which means
that capitalism “ stands its trial before judges who have the
sentence of death in their pocket ”’. No one can doubt the
presence of this' combination of crusading and hysteria.?
And because it is so completely irrational it is most difficult
to deal with and, in the last analysis, most dangerous to any
rational organisation of society.

The Nature of the Beast through Socialist Eyes

Schumpeter’s analysis is so powerful and informed that
it largely supersedes much that has been written on the same
subject by socialists. The contrast between his apt technique
and that of the Webbs 2 or of Professor Laski,? to take two
outstanding socialists, is very striking. But it is worth while
making a short comparison of the two groups if only to
indicate how hazardous is much of the broad sociological
theorising 1egarding the functions of classes.

These three writers reach the same conclusion which may
be summarised by a quotation from the Webbs. * Our
present capitalist civilisation . . . is dissolving before our
eyes not only in that septic dissolution . . . brought upon

' The latest converts to the idea of planning reveal the greatest irritability
when confronted by the traditional liberal economic doctrines. Presumably
they are anxious to make up for lost time. When, for example, a group of the
British Working Party on the Cotton Industry put forward a sober case for free
enterprise in that industry the Manchester Guardian described this case as
‘“ petulant”’. And The Spectator described it as *‘ sentimental search for some
Victorian elysium ™.

2 The Decay of Capitalist Civilisation (1923).

3 Liberty in the Modern State (1937).
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us by war . . . but in that slower changing of the epochs
which war may hasten.”

But beyond that the careful reader will begin to rub his
eyes. For it immediately becomes clear that there are at
least two kinds of business man. Professor Schumpeter’s
business man is down and out :

Entrepreneurs cease to stand by their guns. . . . They talk
and plead . . . snatch at every chance of compromise . . . are
ever ready to give in . . . never put up a fight under the flag of
their own ideals . . . the bourgeois order no longer makes sense
to the bourgeoisie itself. . . . When all is said and done, it does
not really care.

The Webb business man is a much fiercer animal :

The energetic spirits [of capitalism] have for the most part
vulgar ambitions, vulgar capacities and vulgar tastes in excite-
ment. They are competitive rather than cooperative : they like
success, which means money-making and the personal power and
prestige that money-making leads to, and the gambling element
in big business flavours it attractively for them.

Professor Laski’s business man is a veritable bulldog :

The great army of owners . . . believe they will win ; and
they prefer conflict to the alternative of abdication. . . . Would
it not be rather surprising that its members should refuse to
abdicate when they believe they have the prospect of victory ?
No such class in the past, at least, has voluntarily parted with
the right to dominate the state power. We need not be moved
by the argument that there is no evidence of a will to fight. .

For the Schumpeter business man the lure of consumers’
property is evaporating :

The amenities of the bourgeois home are becoming less obvious
than are its burdens. . . . The average family of bourgeois
standing tends to reduce the difficulties of running the big house
and the big country place by substituting for it small and mech-
anised establishments plus a maximum of outside service and
outside life.

The Webb business man moves in quite a different way :

The [captain of industry] will return after his day’s work to
his well-appointed home — the appointment of which probably
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consists essentially in avoiding all labour-saving appliances and
making necessary