UNIVERSAL
LIBRARY

OU_148742

AdVvddl T
TVSHIAINN



OSMANIA UNIVERSITY LIBRARY
f2all No. Accession No,
Author
Title

‘This book should be retwrned vis or oefore the date last marked below.







MAGNA BRITANNIA






MAGNA BRITANNIA

BY

J. COATMAN, cC.LE.,, M.A.

FORMERLY PROFESSOR OF lMPEKIAL ECONOHIC RELATIONS
LONDON UNIVERSITY

AUTHOR OF Years of Destiny, 1926-1932

JONATHAN CAPE
THIRTY BEDFORD SQUARE
' LONDON



FIRST PUBLISHED 1936

JONATHAN CAPE LTD., 30 BEDFORD §QUARE, LONDON
AND QI WELLINGTON STREET WEXT, TORONTO

PRINTED IN GREAT BRITAIN BY J. AND J. GRAY, EDINBURGH
PAPER MADE BY JOHN DICKINSON AND CO. LTD.
BOUND BY A. W. BAIN AND CO. LTD.



CHAPTER

II.

III.

IV.

VI.

VII.

VIII.

IX.

CONTENTS

PREFACE
INTRODUCTION
THE CAUSES OF PRESENT DISCONTENTS

THE EXPANDING COMMONWEALTH—
(1). The Philosophical Basis of the British Empire

THE EXPANDING COMMONWEALTH—
(i1) The G\alnmonwealth as a Working System

THE EXPANDING COMMONWEALTH-—
(iii) The Unfolding of the Plan

THE EXPANDING COMMONWEALTH—
(iv) Empire Economic Policy (1)

THE EXPANDING COMMONWEALTH—
(v) Empire Economic Policy (i)

THE EXPANDING COMMONWEALTH—
(vi) Empire Economic Policy (iit)

THE EXPANDING COMMONWEALTH—
(vii) Empire Economic Policy (iv): Overseas

Investments
THE EXPANDING COMMONWEALTH-—
(viii) Migration
THE EXPANDING COMMONWEALTH—
(ix) Intellectual Co-operation inside the Empire
5

PAGE

13
29

94
134

162
180
212

242

264

289



6

CHAPTER

XI.
XIIL
XIII.

CONTENTS

INDIA AND THE DEPENDENT WORLD
THE DEPENDENT EMPIRE

THE EMPIRE AND THE WORLD
CONCLUSION

INDEX

PAGE

307
324
349
369
377



PREFACE

"T'ris book is the first attempt on a very ambitious under-
taking. It tries to show the British Empire as an ‘ex-
panding Commonwealth,” a phrase whose meaning will
be clear to the reader from the second chapter onwards.
Also, it tries to show what this process of evolution
inside the British Empire means to the whole world.
The Empire is shown as one of those decisive develop-
ments in human organisation which, from the earliest
days of our species, have been the means whereby civilisa-
tion has been constantly preserved and carried forward.
This exposition has involved an inquiry into the present
state of the Empire’s organisation and an attempt to
decide the direction and the manner of its development
in the immediate future, which is all we can hope to see
at present. Occasionally there are patches of economic
and political details, but these are no longer than is
necessary for the purpose they are meant to fulfil,
namely, to act as support for the inquiry into the philo-
sophical, political, and economic foundations of our
Great Society. It is hoped that this book will show that
the British Empire has its own life and individuality,
separate from, yet compounded of those of its several
members. The philosophical theory of such a supra-
national system ought to be laid on firm foundations
because of its vast importance for the future organisation
of the whole world, and it is hoped that this work will,
at any rate, show the need for this philosophical enter-
7



8 MAGNA BRITANNIA

prise, even if it fails to make any great contribution
thereto.

The author’s acknowledgments are due to the
editors of the Political Quarterly, Population, Weltwirtschaft-
liches Archiv, and The British Empire Review for permission
to use material contributed to their periodicals. Last,
and most important of all, the author’s grateful thanks
are due to Miss Joan Leggett for much help and service,
including the invaluable service of safeguarding manu-
script which he had done his best to lose.

PostscripT.—When this Preface was written, the
dedication of the book was ¢ To my Wife, with whom
every part of this book has been worked out.” Before
the proofs came back to me, an accident in Germany
had robbed the Empire of one of its most devoted sons,
Sir Basil Blackett. At my wife’s suggestion, I have
altered the dedication as a last tribute to Basil Blackett’s
memory.



TO THE MEMORY OF
BASIL BLACKETT
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INTRODUCTION

THe British Empire can be studied in a number of
different ways. It can be regarded, for instance, as a
subject for straightforward historical narrative, the
reader being told when and how it grew up by the
adding of territory to territory. This naive treatment,
however, has long since passed out of fashion, and it is
now found necessary to explain why the British Empire,
as we know it to-day, continues to exist. Much attention,
rtherefore, has been given in recent years to the rise and

ogress of responsible self-government in the British
Dominions, since the continued association of the Do-
minions with Great Britain on the basis of Dominion
status is an entirely new form of political organisation
which calls for explanation. Hitherto, no philosophically
valid explanation of the continued connection between all
the self-governing members of the Empire has appeared.
The more obvious binding links between them have been
pointed out often enough-—such things as common
racial origins, common traditions, and common allegiance
to the King. But, on even such fundamental points as
these, the usual reasons for the existence of the British
Empire break down, since the most cursory reflection
will show that they are not all true of some of its peoples
or parts. When we consider the dependent, or coloured,
part of the Empire, for example, their application is
clearly limited. As we shall see later in this book, the
search for some universally and absolutely valid founda-

13



14 MAGNA BRITANNIA

tions for the British Empire is an essential part of such
a study as that which is being undertaken here, and its
prosecution reveals some strange and important results.
The constitutional history of the British Empire is, in
fact, no more satisfactory as an explanation of its survival
than is the plain narrative of its formation. The position
of India—and still more of the Colonial Empire—is
hardly touched by it. In these days, for a large number
of reasons, which will become plain as we proceed, it is
necessary to justify the existence of the Empire. There-
fore, in recent years, increasing attention has been paid
to the economic side of inter-imperial relations, or, if the
phrase is preferred, the economic foundations of the
Empire. A large volume of writing has appeared on this
subject, and it is not too much to say that this aspect of
the question—vastly important though it is—tends now
to be overstressed. However this may be, at any rate it
has the merit of broadening the bases of inter-imperial
relations, both in the popular imagination and in the
work of writers and scholars. No study of the British
Empire would be regarded as really adequate unless
it gave sufficient attention to its economic as well as its
constitutional and historic sides.

Still more recently—indeed, in these very days—the
British Empire is beginning to be studied from vyet
another angle. This is the angle from which the Com-
monwealth Relations Conference at Toronto in 1933
approached it. The Toronto Conference met to study
the principles on which the existing British Common-
wealth of Nations does actually rest, to examine the
practical machinery whereby the British countries co-
operate with each other, and, finally, to discuss the
momentous question, How far can the British Common-
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wealth form a bloc for purposes of foreign policy? With
this question we come to the very essence of our post-War
Commonwealth. Is there, in fact, too great a dis-
harmony between the regional interests of its different
members and the interest of the whole Commonwealth,
to permit of unity and co-operation in external affairs,
and—a still more searching and vital query—in the dread
event of war? But the Conference takes us a step further
even than this, for perhaps the most valuable of all the
truths which it revealed was that the British Common-
wealth of Nations is essentially a moral conception.
With this, we are brought to a completely new line of
study, one which has, up to the present, been left entirely
unexplored. This new line of study is concerned with
the philosophical foundations of the British Empire. In
spite of the importance of the Empire, both in the grand
secular process of the development of methods and aims
of human association, and, also, to the actually existing
structure of international relations, no adequate attempt
has, so far, been made to work out its philosophy. This
is a task whose achievement is an absolutely necessary
first step towards an adequate account of what the
British Empire is and what its functions and destiny are
to be.

Our object in this book is to study the Empire from all
these angles and, in particular, to make, at any rate, a
beginning of the study of the philosophical and, there-
fore, universally valid principles on which it rests. And
it is something more. The British Empire is not a mere
aggregate of all its component elements, whether these
are regarded from the physical, political, economic,
moral, or philosophical aspect. It includes and tran-
scends them all, making of them an entity with its own
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life and characteristics, its own work and its own destiny.
The main purpose of this book is to show the lineaments,
to describe the character and to expound the functions
of this great society. Any partial survey of the British
Empire taken from any one particular angle leads
without any chance of escape to a mechanistic con-
ception of it. We want to study it as it really is—as a
movement in the progress of human society being carried
out by about a quarter of our human kind. Every
climate, every continent, every type of human being
finds a place inside the British Empire, and thus a
description of it as the whole world itself in miniature is
justified. When this conception of the British Empire
has become familiar to the reader, he will be able to
understand that the Empire is the greatest achievement
hitherto recorded in human organisation and that its
existence and its future progress are matters of vital
importance, not only to its own peoples, but to the whole
world. Therefore our study in this book is of the British
Empire as the organisation of a quarter of the world’s
surface and peoples in one political, economic, and
spiritual system. This vision of the Empire will, of
course, have to be justified, but it is, at any rate, the
only satisfactory and adequate view of it to-day, and
still more, in the future.

It is very necessary that we should have quite clear in
our minds that the British Empire is first and foremost
the people who owe common allegiance to the one
monarch. Behind all political speculation and all
economic policies stands the reality—human beings
seeking food, shelter, security, and freedom to live their
lives in such comfort as the powers of mankind can now
make available to them, in a word, striving to secure the
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conditions, moral and material, which will enable them
to reach out to the highest life of which humanity is
capable. Unless all our thinking is built up on this solid
foundation, it can be nothing more than fantasy, airy
imagination with no roots in any solid earth. We are
to see how far the union of so many and such very
different peoples inside the British Empire does now, or
can in the future, help them all to gain the objectives
which they seek. We must see how far the natural bonds
of union of which we have spoken are effective through-
out this great human complex, and where and to what
extent these can be reinforced by other bonds forged by
men’s own mental and spiritual activities, or by the slow,
irresistible progress and development of the great
society itself in which they live. We shall reach valuable
and practical conclusions and be able to see something
of the truth of things, only if we bear always in mind the
thought that the words, ‘the British Empire,” arc a sort
of mental shorthand for five hundred million people
with their hopes, and fears, and conditions of all sorts.
If we do not do this, we shall fall into what Lord Morley
once called ‘the abstractions of metapolitics.’
Nevertheless, a study such as this cannot possibly be
kept entirely clear of abstract thinking. One of the main
purposes of this book is to show that speculation in both
political and economic science has now to venture forth
into new fields, to formulate new principles, and to lay
new foundations for its own future progress. Mention
has already been made of the imminent importance of
laying securely the philosophical foundations of the
British Empire. At first sight, this may seem to be an
exercise completely devoid of any practical value. We
shall see shortly that this view is entirely false, and that,
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on the contrary, we must have ideas as to the character
and the ultimate objects of our great association, which
will satisfy the most searching tests of our reason. Only
then shall we be able to work and plan for the future of
the British Empire with the strength which comes from
the whole-hearted conviction that what we are doing is
right. But, of course, our inquiry into the deepest
foundations of our own great society must lead us on to
the wider inquiry into the principles on which the
association of all the nations of the earth, and the
relations between them, are based. This is the work
which lies before political philosophers to-day and in
the future. Throughout this book will be found many
illustrations of the great truth that the conditions of life
and the interests—material and non-material—of all
nations are so closely interlocked and interdependent
that the political theory which is based on the sovereign
nation-state as the natural and inevitable political unit
must be thought out again from the very foundations and
rewritten. The same is true of economics. In the first
chapter will be found as full a description as space per-
mits of the bearing of scientific and technological progress
on this subject, and of the way in which politics and
economics are entering, so to speak, into chemical com-
bination with each other. This chemical metaphor is
the only one which can be used for the process which is
now going on in these departments of human life. It is
not enough to say that national policies are being in-
creasingly influenced by economic necessities, or that
economic policies are being increasingly determined by
the balance of political forces inside each country. The
two have literdlly entered into combination with each
other. No clearer exposition of this development could
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be given than is to be found in the apologia of the
spokesmen of the Fascist and Nazi regimes, of the ‘New
Deal’ in the United States, or, indeed, of certain de-
velopments in our own and other British countries. We
shall see how entirely necessary and unavoidable is this
development. It is one of the major conditions of our
life to-day and in the future, and our thought must
accommodate itself to this fact. The State exists, as
Aristotle said, to ensure the ‘ good life’ for its citizens.
The policy of the State, in Aristotle’s view, was an cx-
tension of the domestic economy. For him there was no
distinction between politics and economics. From the
tiny city state of ancient Greece to the giant nation and
empire states of to-day and the world society of to-
morrow is a far cry, but they meet at this point. The
political and economic thought of the nineteenth and
pre-War twentieth century took shape amid conditions,
and was based on ideas, very different from these.
Particularly in England, there was a tendency to con-
centrate attention on the State as primarily the creator
and guarantor of the moral well-being and the political
and personal freedom of its citizens. In the economic
activities of the citizens the part to be played by the
State was reduced to the bare minimum. These were
regarded as being peculiarly the province of the private
individual, and the doctrine of enlightened self-interest
became the corner-stone of the classical political economy,
and of its philosophical counterpart, utilitarianism. It is
true that, decade by decade, certain flagrant abuses
could no longer be tolerated by the public conscience
and had to be redressed by Factory Acts, Trade Union
legislation, and the like, but these were not regarded as
any serious challenge to the whole doctrine of laisser-faire.
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To-day, however, the basic principles and the practice
of laisser-faire have not only been challenged all along
the line but have everywhere given way. Yet the real
reasons for the fall of laisser-faire, even in its last strong-
holds, are still not generally understood. So far from its
disappearance being due to temporary or secondary
causes, as is commonly supposed, the all-but-complete
elimination of laisser-faire is a sign that the conditions
which produced and sustained it have themselves passed
away. All over the world, in these days, governments
and individuals are struggling to readjust their countries
and their lives to new and strange conditions, whose
character is not yet perceived and understood. Problems
which are essentially common to the whole world are
being attacked piecemeal by individual countries whose
leaders, naturally enough, look only to the immediate
and peculiar interests of their own people. In these cir-
cumstances, the great common problems which face all
the nations become inevitably more difficult and com-
plicated. The truth is that before these problems can be
attacked with any hope of success they must be made the
subject of scientific thought which will reveal their true
character and thus indicate the lines along which their
solution is to be sought. Briefly, it may be said that both
political and economic thought will find many of their
old positions untenable and their old principles of
doubtful application to the new conditions which have
arisen. Both political and economic theory have been
based on the conditions of a state of things which is
either stable or which changes so slowly as to be in-
distinguishable from a stable order of things, and in the
past—almost indeed, up to our own days—the conditions
of human existence, both political and economic, have
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been essentially stable. The further we go back into the
history of humankind, the more stable and unvarying do
conditions of life become over long intervals. In the last
few years, one branch of science has been uncovering the
origins of the human race itself, and we know that
change and progress and development among our
earliest ancestors halted for fantastically long periods of
time. In a hundred thousand years, so far as we can tell
from the evidence available, there was little or no
change beyond the acquiring of additional skill in
chipping stone tools or adding one or two additional
simple instruments to the existing scanty equipment.
A whole geological age—the pleistocene—whose term is
numbered in hundreds of thousands of years, began
with our ancestors as nomad hunters using instruments
and weapons of unpolished stone and ended with them
still nomad hunters and still using implements of un-
polished stone. It is true that as time went on the pace
at which change took place always tended to accelerate,
but, except over very long periods, progress remained
almost imperceptible. Indeed, there are races of men
now living whose mode of life and general conditions
have not changed appreciably in thousands of years.
But to-day, over the vastly greater part of the world,
changes are taking place at a bewildering pace. More-
over, they are effective changes, for they alter the con-
ditions under which we produce all that pertains to our
material welfare; they alter the established balance and
harmony between the different classes inside any one
country; they set up new kinds and new conditions of
relations between different nations, and, above all, they
affect deeply the ideas which men have on all these
things. Also—and this is a point of vital importance—
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the speed at which these widespread changes are taking
place calls for corresponding speed in our physical, our
mental, and our spiritual reactions to them.

At all such turning-points in the world’s history as the
one in which we are now living, the need has arisen for a
new adaptation of political and economic thought to the
new conditions of life. Plato’s ‘Laws’ is the result of such
an adjustment by the greatest thinker of all time. To
the Hellenic world, the Peloponnesian War was as great a
disaster and as deep a dividing line as the World War
has proved to be for us. The old City State had perished,
partly owing to natural causes, and partly because of
the moral weaknesses of its ruling citizens. Hellenism,
threatened from both east and west, saw its salvation in
one thing only—the rise of a new form of State, the
kingdom of Macedonia. The philosophic bases of a new
form of authority and of new principles of political or-
ganisation had to be laid. So it was also when the
Medieval Age gave way to the Modern, and political
thinkers from Bodin to Locke had to evolve-a philosophy
of the nation-state in which the importance of the
economic factor was beginning to be more clearly under-
stood. At this time, too, Grotius began to lay the
foundations of international law—the first attempt to
organise on secular lines relations between sovereign
States. Then, in the very dawn of the machine age, with
the industrial revolution beginning in England and the
War of American Independence and the French Revolu-
tion about to happen, Rousseau restated the relations
between the individual and society, whilst the Physio-
crats in France and the Classical Economists in England
began to bring the industrial and trading activities of
their age within the definitions of an ordered science.
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Throughout the nineteenth century, the sovereign
nation-state seemed to be a perfectly appropriate and
effective unit from the points of view of national policy,
international relations, and economic policy, both domes-
tic and external. This view has formed the basis of our
political and economic science hitherto, and now that
changed conditions have made it inadequate and out-
moded we must readjust our thinking to the causes
which have falsified it. No serious student will now deny
that international relations in the future must be ordered
on quite different principles from those of the past. The
time for muddling through by means of temporary
devices—treaties, ad hoc agreements, hastily improvised
machinery and so on—has gone for ever. The conduct
of international relations must be fitted into a compre-
hensive system of world organisation such as will assist
progress towards the growth of a world society governed
by the general will of all civilised humanity. This
thought contains a truth of vital importance to the future
of our species. The world is a collection of nation-states
and empires in necessary relations with each other. No
amount of exclusiveness, no attempts, however deter-
mined, at self-sufficiency, can alter this. Therefore, these
relations must be organised, and we cannot do this
properly unless we have some rational theory of the
ultimate form and objective of organised society.
Accordingly, in these latter years much devoted
thought has been given by many students in many
countries to the problem of the future organisation of
our world. Many subsidiary problems are comprised
in this all-embracing one. There are the problems
which arise inside each nation-state as a unit in world
society, and are concerned with the most effective form
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of administration, with the equitable distribution of
national income and efficient use of national resources,
all of them sufficiently difficult and complicated to tax
the quality of statesmen to the utmost. These are
formidable problems and are linked with the other
problems, more formidable still, which arise out of the
political economic and other relations between the
sovereign nation-states themselves. These two sets of
problems are inter-dependent. On the quality of the
statesmen and the people of the country depends the
quality of that country’s domestic and external policy,
and hence the kind of influence which it exerts in the
world at large. Therefore it is idle to consider the
problems connected with the organisation of international
relations and the future world order in general in
isolation from the first group of problems, those which
relate to national domestic policies. The ignoring of
this all-important consideration has sterilised a very
large part of the work of what we may call for con-
venience’ sake the internationalist school of opinion.
Schemes for the governance of the world on inter-
national lines have poured from the minds of thinkers
and from the printing presses of the world in large
numbers. Some of them are of wonderful ingenuity,
and nearly all of them arise from high and sincere con-
victions, but almost without exception they are rendered
useless by one fatal inherent defect. They are purely
rational. They pay insufficient or no attention to those
invisible and intangible, yet basic and invincible, realities
on which all social and national—and, therefore, inter-
national—action rests. These ultimate realities are the
inherited qualities and traditions of the men and women
who compose any given nation. On these depend the
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reactions of all these individuals, the way in which they
will think and act on any specific occasion. It is im-
possible to say how far our conduct is governed by these
elemental and instinctive springs of action, and how
far by our power of reason.

What, however, is certain is that there are very definite
limits to pure reason as a creative and motive force.
The world, as we human beings know it, is the resultant
of the interaction of all sorts of conditions, forces, in-
fluences—call them what we will—some of them physical
and ‘natural,” others artificial and created by human
activities in the past and present. The human intellect,
fortified by knowledge arising out of past experience,
and impelled by moral, ideal, or merely instinctive
elements, is at work all the time on this given environ-
ment, ceaselessly modifying it in one way“or another.
One of the most insistent calls at the present time is for
an increase of intelligent volition in human affairs at the
expense of the brute force of natural conditions and
instinctive reactions. But it will be seen that at any
given moment there are limits to the amount of change
which can be made and that greater and quicker
changes can be made in some directions than in others.
It is, for example, easier to make changes inside any
individual State than it is to make them in the field of
international agreement or organisation, for, when we
are dealing with foreigners, all sorts of non-rational,
atavistic elements, of whose existence we are not con-
scious when dealing with members of our own race or
nation, come into play. These elements will not yield
to a frontal attack from the side of pure reason. They
must be replaced by other elements which will favour
the changes which we have in mind. This means, quite
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simply, that we must take as our material for the build-
ing of the new order we want, that which is natural,
that which is already the focal point of our human
emotions and affections and ideals. We must visualise,
that is to say, a process of evolution, and not one of
mechanical construction. We know that for over two
thousand years visions of a world-state have flitted
through the minds of men, and we know also that the
rise of nation-states and the visualising of them as
‘powers,” with personalities and rights and ambitions
and interests of their own, is a post-Machiavellian con-
ception, a thing, by comparison, almost of yesterday.
All this is true, and yet it is the nation-state which stands
on those ultimate realities of which we have spoken.
The world-state is still an intellectual conception and
has not yet struck its roots into solid earth. Therefore, in
thinking out the philosophic and economic bases of the
world order of the future we must start with the existence
of nation-states as our fixed point. These are the political
units which engage the affection, focus the everyday
activities, and enshrine the hopes and ideals of average
men and women all over the world to-day. It is out of
these nation-states, and from the hearts and minds of
their people, that the impulse for a new and better
organisation for political and economic purposes must
come. Our abstract thought must take account of all
these considerations, and our practical endeavour must
be to train and strengthen and build on the natural
forces working towards wider forms of association.

It is at this point that we come back again to the
British Commonwealth of Nations, an expression which
is fully explained in the chapter on “The Philosophical
Bases of the British Empire.” In the Commonwealth we
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have a political entity composed of a number of different
nations and peoples, which is yet something quite
different from either a supra-national state or an ad hoc
alliance or league. It owes its beginning to old instinctive
impulses and primitive emotions. It has grown into its
present shape partly because of the pressure of circum-
stances, partly because of the innate characteristics of
British people all over the world, and, more recently
still, by the application of that faculty which the Greeks
called empelela—that is, the application of rational
thought to human affairs. It has become a commonplace
of discussion to refer to the British Commonwealth as a
League of Nations. The description is a true one, and it
is even more true than most of those who use it know.
In the League of British Nations we find realised the
dearest hopes of the Geneva League, for in it there is
nowhere to be found any trace of compulsion or any
machinery of coercion. There is nothing that is not
freely and spontaneously accepted by all its peoples.
These different nations, whose peoples are not all of
British blood, have, in fact, developed a general will to
associate. This is the real foundation of the British
Commonwealth; without it ties of blood, common
traditions, and common loyalties must, generation by
generation, have weakened and relaxed. But now we
can look forward confidently to the further develop-
ment and strengthening of this general will, bringing
within the bounds of possibility ever-increasing co-
operation in spheres of activity other than those in
which at present it obtains. It is a hard saying, but a
true one, that the only way to the world order of the
future (which we all want) is the creation of a general
will to co-operation among all the nations of the earth.
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The saying is a hard one, because it means that there is
no short cut to the building of a world-state. Generations
must pass, and each generation must do its share, before
the ideal which floats before the eyes of so many men
and women to-day can be realised. It is a true saying
because it enunciates a philosophical principle which is
valid at all times and in all circumstances. In these
considerations we find the true explanation of the in-
creasingly close attention now being devoted by foreign
students to the British Commonwealth as a whole, that
is, to the Commonwealth as an entity with its own in-
dividuality and peculiar characteristics, inclusive of, and
compounded of, those of all its parts, and yet distinct
from them. All over the world men and women are now
beginning to understand that the British Commonwealth
represents not only something new in our experience,
but also something of enormous importance for the
future of the human race. Hence the increasing atten-
tion being paid to the study of the Commonwealth, and
hence also the attempts now being made both in Europe
and in the colonial world to apply to other societies the
principles upon which it is based. Clearly, therefore, the
time is ripe for an attempt to elucidate the philosophic
bases of this new development in the organisation of
society, and to study it generally as a movement in
human organisation.



CHAPTER I

THE CAUSES OF PRESENT
DISCONTENTS

Over four hundred years ago, on the eve of an epoch
as troubled and difficult as our own, Hugh Oldham,
Bishop of Exeter, founded his great school in Manchester,
and for its motto he chose the Horatian tag, Sapere Aude,
‘Dare to understand.” That motto is the proper watch-
word of the whole world to-day, for it teaches us the
all-important truth that we of this generation, and our
successors, who have to accomplish the journey from
one well-marked epoch of history into another, are
engaged in a task in which moral and intellectual, and
even physical, courage will be found to be of the very
essence of wisdom. There are many points at which
the twentieth century strikingly resembles the sixteenth,
for then, as now, the old order in every branch of human
activity was visibly giving place to a new one.

It is one of the commonplaces of discussion on present
discontents to say that scientific discovery and mechan-
ical invention have annihilated time and space. As a
statement of fact this is perfectly true, but it is also a
merely formal and empty statement. It does not tell us
anything of the effect of such annihilation on the con-
ditions of our lives, and this is what we want to know.
The effect is seen in the profound disharmony now
existing between the physical and the moral powers of

29
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mankind. In other words, whilst the progress of scien-
tific discovery and mechanical invention has, over a
period of time, led to an increasingly rapid transforma-
tion of the physical conditions under which national
and international economic processes function, and
under which every kind of intercourse between the
nations is carried on, national political systems and the
organisation of international relations have not changed
and developed at an equal pace. Yet it is clear that the
transformations brought about in the physical environ-
ment call for appropriate changes in the human environ-
ment. These latter changes, however, are providing a
supremely difficult intellectual and moral test for man-
kind. Our national political systems, and still more our
relations with alien peoples, have their bases and
effective sanctions in much that is non-rational and
instinctive; in taboos, beliefs, prejudices, traditions and
ideas that go back to the beginnings of our humanness
itself.

Nothing but widely disseminated, accurate knowledge
of the changes which have occurred in the conditions
of civilised human life in the past two centuries, and
unbiased, philosophic thought thereon, will enable us
successfully to make the stern intellectual and moral
effort required to overcome the non-rational inhibitions
to progress in national and international politics. It is
literally true that in some ways the world has shrunk to
the size of a Greek city-state, for the voice of one speaker
can be heard by all its people, and its doings can be
brought visibly before them by means of the topical
film which is broadcast speedily about the world by
aerial transport. The outside world forces itself upon
us, do what we may to evade it, and here it is urgently
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necessary to recognise one deeply and vitally important
aspect of this inrush of the outer world upon national
isolation. It is this. For the most part, the voices of
national statesmen and leaders are heard in countries
other than their own only at times of crisis. Topical
films deal largely with the dramatic and spectacular—
which, all too often, are also, the critical—happenings in
foreign countries; and the newspapers, more especially
those of the syndicated press which cater for the masses,
give many of their headlines and prominent places to
scares and rumours and unrestful happenings in all
four quarters of the globe. Recently, the roaring, ever-
growing spate of news has been mightily reinforced by
the powerful new weapon of broadcasting. Thus, a
ceaseless stream of information of varying degrees of
truth batters daily at the minds and nerves of men and
women all over the world. The psychological effect of
this is very great. We feel that we are living in a world
in ferment and that the welfare and safety of our
country—whichever it may happen to be—are in con-
stant peril. The instinctive reaction to this is to retire
within our own limits and leave as little as possible to
the hazards of the outer world. The force of this effect
will not weaken with the passage of time. It will grow
stronger. We, and our successors, must continue to live
in a village with our minds influenced by the tittle-tattle,
the feuds, the jealousies and the friendships of the village.
Only, our village is now conterminous with the world,
and all its happenings and all their effects are on a
cosmic scale. The barriers of space and time no longer
clothe the nations in a happy and protective ignorance
in which each could go its way unmindful of the others
except on rare occasions. To-day we know what is
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happening in other countries as soon as it happens. We
know, or think we know, how we shall be affected and
therefore we feel that we must do something to counter
those results of foreign activities which we believe will
be harmful to ourselves. All over the world this is
going on. The nations are trying to make themselves
safe in military and economic defence, and every move
towards safety made by any individual nation provokes
countervailing measures elsewhere, and so it goes on,
with increasing momentum, in a vicious circle. The
more strenuously safety is sought in national isolation
the less it is found, for the march of events is making all
the countries of the world more and more dependent
on each other’s co-operation, in matters of military
policy as well as economics. And, inside each country,
the isolationist-defensive measures press hardly on all
classes. On this side also, the position is inherently
dangerous and demonstrably unstable. Can it be
denied, therefore, that the age of the isolated sovereign
nation-state, owning no obligations to its peers except
such as it may admit for its own temporary purposes,
and acknowledging no necessary loyalty to a Collective
System composed of the whole community of nations,
is over, and that the age of organisation for a world
inter-dependent in all its parts and all its activities, has
arrived? If our history books were written in modern
terms, and the great movements in human affairs were
reinterpreted in current language and with up-to-date
analogies, it would be generally realised that the world
is in the effective stages of a move from one age of human
experience and organisation to another. The last move
of a comparable kind was from the medieval to the
modern age, and the analogy between these two move-
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ments is strikingly close and complete. Then, as now,
fundamental changes were being worked out in the
philosophy of the State, and the balance of power therein,
in the attitude of men towards religious and social
problems, in the range and objectives of human know-
ledge itself, particularly in the physical sciences, and in
the basic conditions of the world’s economic system and
in the economic organisation of each individual country.
The moral world within and the physical universe
outside each individual were being marvellously re-
moulded, expanded, and interpreted. Then, as now, the
most dearly cherished beliefs and institutions of religion,
politics, social relations, and science were being chal-
lenged. All these things are happening to us to-day and,
just as the great metamorphosis of the sixteenth and
seventeenth centuries left civilised men in changed
relations with each other and with the governing
authority in the State, with a new attitude towards
religion and with a new conception of the value and
position of the individual, so the same kinds of changes
are now taking place in the basic conditions of our own
moral and material life. But with us the changes are
swifter and more catastrophic, because our powers of
achievement, both for good and evil, are enormously
greater than those of our ancestors of four centuries ago,
and also because now the nations are far 'more closely
in touch with each other than they were then, and are
very much more dependent on each other. To-day,
our world is a closed system, its territory appropriated
and its natural wealth all earmarked. A shock to any
one part is transmitted to all the others and, therefore,
for us, the problem of the right organisation of inter-
national relations has become the master problem of all.
C
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The impelling causes of both these great movements of
thought and action, namely, that which ushered in the
Modern Age of history, and that which is taking place
in our time are, in essence, the same; they are both
marked by war and great political upheavals, and they
have as their long-distance objective the formation of
political units appropriate to the deep-seated, many-
sided developments in the moral and material condi-
tions of human life and intercourse, brought about by
the increasing command of mankind over thcir physical
environment. In each of these two epochs, new ideas
come to birth, new energies are liberated, new oppor-
tunities and a wider scope are provided for individual
and national endeavour. The play and inter-play of
these creative forces must so transform the conditions of
men’s activities as to lift our race on to a new level of
possibilities with the inevitable accompaniment of new
and very formidable problems of all kinds to solve.

It is well that we should know the fundamental cause
of our present discontents at the outset of our study,
because the march of events in the post-War period has
shown only too clearly that attempted remedial action,
both inside the nation-state and in international relations,
has been concerned not with the fundamental, but with
the secondary or accidental phenomena of the existing
situation. This is seen most clearly in the repeated
attempts made between the Genoa Conference of 1922
and the World Conference of 1933, to treat economic
problems in isolation, and also in the habit of regarding
the pre-War organisation and machinery of the world’s
economic system as the norm to which it is not only
desirable, but actually possible to return. It is true that
economists and politicians of the better kind in every
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country have realised that vastly difficult obstacles are
now set in the way of a return to pre-War arrangements
by such things as the uneconomic transfer of wealth on
account of war debts and reparations; by the redrawing
of the political map of Europe involving, among other
things, an increase in the number of European cur-
rencies from thirteen to twenty-seven, and the creation
of 14,000 kilometres of new customs frontiers enclosing,
for instance, the million or so inhabitants of Estonia, the
two millions of Latvia, the three million six hundred
thousand of Finland, and the six and a half millions of
Austria; by the truly revolutionary changes in the
technique of production and in the transfer and invest-
ment of capital; by the rise of manufacturing industries
in countries where they had been hitherto unknown, and
by other developments of the same kind. Yet, until
recently, it was widely believed that these obstacles
could be surmounted by tactful negotiations and by
the exercise of general good will. It was even believed
that some of them would disappear with the mere
passage of time. Economic nationalism was regarded
as a manifestation of innate human wickedness rather
than as the symptom of profound changes in the con-
ditions which govern the organisation of the world’s
economic and political systems. Therefore, for over a
decade, the attempts to force the world economic
system back into its pre-War frame persisted until the
failure of the World Conference of 1933 warned us, in
unmistakable terms, that escape from our troubles, by
way of ad hoc universal economic agreement, was closed
completely and finally. But even now the true reasons
for the failure of the 1933 Conference and its pre-
decessors are not generally perceived, and the mistaken
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view of economic nationalism still persists in this country
and elsewhere. To attempt to fix blame or responsibility
for the failure to achieve valid solutions of our post-War
economic problems is worse than idle. It is dangerous,
because it exacerbates opinion, hides the truth, and
leads to persistence in error. During the years which
passed between the Genoa and the London conferences
technical economists, politicians, and men of good will
all over the world have insisted that material welfare
could be restored if only governments would throw down
tariff barriers, return to the gold standard, and let
central banks co-operate. It is true that these three
things are the chief pillars of the world’s economic
system and that in the end the nations must come to
some agreement about them. But there is no agreement
about them to-day, and there is no prospect of any
agreement in the near future. Why is this? To say that
agreement is prevented by the existence of economic
nationalism is no answer to the query. Economic
nationalism is, indeed, the subject of the question, for it
is merely the visible embodiment of all our discontents
which successive international conferences have set out
to cure. Until we come to a clear understanding of the
true character and roots of economic nationalism, we
shall never be able to reach a correct judgment on the
question of its control and supersession. In a sentence,
it is the visible, phenomenal side of the great revolution
in human affairs and organisation which is now taking
place. Economic nationalism is nothing less than this,
but it has a secondary, a short-period aspect which is
almost unanimously regarded as its real and only aspect.
This is the aspect which reflects the disturbance due to
the War.
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It would be folly to attempt to deny or minimise the
strength and baneful influence of that great disaster on
the course of human affairs, but even the War was
nothing more than a catastrophic sign of the working
of those elemental forces which we are now studying.
Naturally, such a violent upheaval completely shattered
the delicate adjustment of international economic and
other relations, and produced tremendous repercussions
inside most of the chief countries of the world, and it is
true that the same adjustment will never be brought
about again, nor will the countries affected by the
repercussions ever regain the same old internal condi-
tions. Nevertheless, the War was no more than the
event which marked the inception of these changes, of
which the prime cause is found in the forces which
produced the War itself. Without the War, each
country would still have had to adjust its economic and
political systems to changing conditions, but now the
adjustment has been made vastly more difficult.

The achievement of a universal, synchronised move-
ment in economic activities must in any case have
presented a problem of surpassing difficulty to the
different nations on purely technical economic grounds
and without any complication from national-political
considerations. A simple illustration will show how
very difficult it is to solve the technical problems pre-
sented by international economic co-operation. In
recent years, much controversy has been aroused by the
question whether international co-operation should aim
at keeping prices steady at a given level or whether they
should be allowed to fall as production increased.
Both these alternatives have found favour with different
groups of economists. But any attempt to put either of
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them into practice came up against the formidable
obstacle set by the lack of uniformity in the rate of
increase of production in the different countries. This
rate varied from country to country. Thus, before the
slump, the statistician of the Federal Reserve Bank of
New York calculated that production in the United
States of America was increasing at the rate of 4 per cent.
per annum, whilst in the United Kingdom the rate
was only 2 per cent. In other countries, other rates
prevailed. Assuming these figures to be accurate, the
United States could support a fall of prices of 2.9 per
cent. per annum whilst in the United Kingdom, owing
to the lesser rate of increase of production, such a fall
in prices would lead to serious disharmonies in the
economic structure. And this would happen in varying
degrees in all other countries. Naturally, protective or
remedial measures would be taken, and so the whole
system of international economic relations would be
thrown out of gear. Other illustrations could be given
to show that the problems of international economic
co-operation cannot be solved by good will alone, be
the will never so good. And, unfortunately, one of the
results of the War has been to rob us of even the help
which we might have had from good will. To-day there
is a fragmentation of the world’s economic system such
as has not been known for some generations, and the
urgent need in economic, as well as in political affairs,
is for consolidation, a word which in this context has all
the moral attributes of co-operation, but implies a
different and more fundamental organisation of relations
between the different countries of the world.

Let us rid our minds, therefore, of the delusion that
economic nationalism is a sudden and somewhat
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accidental phenomenon. On the contrary, it represents
the outcome of a long, continuous, and inevitable
development of ideas concerning the basic duties and
functions of the State, and is bound up inextricably with
the growth of modern forms of democratic government
in the leading industrial countries of the West. Clearly,
therefore, we have here something which lies at the root
of human political organisation, something very different
from the widespread view of ‘economic nationalism’ as
a mere aftermath of the War. Of course, the War pro-
foundly affected the development of economic nation-
alism by posing a set of unique and difficult problems for
immediate solution by most governments in the world.
The attempts to solve these problems, which require no
description here, and, in themselves, need only have been
temporary disturbers of the world’s economic peace,
brought into play a number of new or hitherto untried
economic weapons of offence and defence whose use
has greatly aggravated the seriousness of the original
problems and gravely disturbed international relations
of all kinds. Nevertheless, even had these peculiar
after-the-War problems never arisen, there are grounds
for believing that the world would still have had to pass
through a period of economic warfare, marked by all
the characteristic features of the present state of anarchy
—higher and yet higher tariffs, quotas, embargoes,
clearance certificates, exchange restrictions, competitive
currency depreciation, and the rest. Only, the descent
into the depths would have been accomplished more
slowly and deliberately, and the various moves would
have been part of each country’s economic strategy
rather than the halfinstinctive actions of soldiers
suddenly swept into a mélée. Rationalisation and mass
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production had to come; new entrants would in any
case have won their way into the ranks of the industrial
countries; mechanisation of agriculture and the drift
towards the towns would in any case have given rise to
policies of protection and development of agriculture
such as we see to-day: the control and restriction of
migration were always inevitable after a certain stage
had been reached in the economic and cultural develop-
ment of such countries as the United States, Canada,
and Australia; decade by decade we have seen the State
in every advanced country intervene more and more
directly and comprehensively in economic activities.
These and other unavoidable developments, with their
profoundly disturbing effects on international economic
relations and national policies, must have led ultimately
to a state of things very like that which faces us to-day.
To make this point clear we need consider the action of
only one of these elements of disturbance—mass-pro-
duction and rationalisation. Its immediate effects in
‘technological’ unemployment, and its remoter effects
in intensifying competition in world markets, with
fatal results for the weaker and less efficient industrial
countries would, even had there been no War, have
driven governments into direct and comprehensive
intervention in the economic activities of their countries,
both to avert the dangerous social consequences of
prolonged and extensive unemployment and also, in
some cases, to protect the very fabric of their industrial
system. The effects of the other factors mentioned above
would have been similar to these, and would have
acted cumulatively with them to compel governments
to undertake intervention of the kind and scope which
we know so well to-day. Thus, improvements in the tech-



CAUSES OF PRESENT DISCONTENTS 41

nique of production and the general trend of economic
development could, by themselves, have brought the
world into an economic position very similar to that
in which it now is, even had there been no deeper and
more fundamental forces at work.

Such forces, however, were at work. Just as the later
part of the medieval period was one of preparation and
slow movement towards the modern age, so a great part
of the time covered by the latter has been a period of
political, economic, and philosophical preparation for
the age of State control into which we are moving, when
the economic interests of individuals will be more fully
harmonised with those of the community as a whole
than they are at present, when also, economic policy, that
is the security and improvement of the material founda-
tions of the ‘good life,” will once again be in the forefront
of the attention of governments. The roots of these
changes on which we are now embarked go back to the
seventeenth century, when the philosophical bases of the
‘modern’ State were firmly laid and when some of the
most effective and characteristic of our present-day
economic instruments first began to be shaped. With
the last decades of the eighteenth and the opening
decades of the nineteenth centuries, we enter demon-
strably on the path of those fundamental, increasingly
rapid and, in these post-War years, catastrophic develop-
ments which have already transformed national, political,
and economic conditions, and the foundations of inter-
national relations, and are still far from being worked
out. For it was during those decades that privilege
began definitely to give way to the principles of demo-
cracy as the foundation of government; that the industrial
revolution accomplished the application of power to
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industry, thus inaugurating the machine age and
destroying the possibility of national self-sufficiency and
isolation and, lastly, these years witnessed the com-
pletion (with few exceptions) of the system of nation-
states in Europe and America which, with some additions
—by far the most important of these being Japan—still
forms the Commonwealth of Nations to-day. These
three developments are the parents of the conditions to
which we have to accommodate ourselves at the present
and in the future. The growing democratisation of
government everywhere meant the extension of political
power to, and ultimately its control by, a new section
of the people, and that the most numerous, the most
exigent in its claims and, above all, the most vitally—
literally vitally—affected by the ebb and flow of economic
prosperity. The industrial revolution congregated great
numbers of this new section of the population in the
manufacturing towns and, out of their propinquity, they
developed common interests and common instruments
for economic action and, lastly, common political
aspirations and instruments for their realisation. The
prodigious growth of population during the nineteenth
century—it multiplied threefold in Europe, and many
times over in America—gave added pace and strength
to the influences which were already at work producing
profoundly important political changes inside each
nation-state as the result of the shift of power from the
classes to the masses. It was inevitable that, sooner or
later, the new masters of the State should be able to
insist on the State’s applying its authority to the better-
ment of their economic conditions and, of course, this
is what has happened on a continually expanding scale.
Lastly, the whole ideology of the nation-state, particu-
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larly as affected by the new imperialism of the eighties
and onwards, has been such as to foster particularist
ideas and interests and prepare the way for exclusive
national economic policies.

In this transformation of the national government
into a partner in the national business firm—the other
partners being labour and capital—three main sets of
forces are at work. First, there is the political set, and
here we notice as a factor of the highest significance that,
just as government goes into industry, capital and labour
go into government. Further, both these latter follow
parallel lines of development into bigger, stronger, and
wealthier aggregations, both develop international con-
nections and affiliations—those of capital, however,
being more effective—and both look more and more to
the State, as time goes on, for the establishment or
maintenance of conditions desired by them. In the
purely industrial and economic sphere, the sheer logic
of technical and scientific invention and discovery
reinforces these tendencies. Capital and labour drift
further and further apart on an ever-widening gulf of
contrasted principle—the principle of the control of
industry—with the government tending, in varying
measures, of course, in the different countries, to become
a partisan as one side or the other gains the advantage
in the struggle for political power. It must, however,
be emphasised that, prior to the War, government
policies and actions in regard to these matters were
purely empirical. The obvious dictates of humanity, or
the pressure of this or that section of organised political
opinion, compelled them to undertake specific reforms
or adjustments, always with limited ends in view.
Nevertheless, the cumulative effect of innumerable
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actions of this sort caused the laisser-faire theory of
non-intervention or, at any rate, of minimum inter-
vention by the State, to diverge more and more widely
from the actual practice. This is true of every country
in respect of its domestic economic policy, and it is to
some extent true of almost every country—the chief
exception being, perhaps, Great Britain—in respect of
its international trade. For, almost everywhere, the
expediency of indirect government assistance to the
natienal industries, chiefly by means of protective
tariffs, was recognised. The governments of the United
States and France carried this principle into the foreign
lendings of their nationals, and exercised as close and
direct a control, for both political and economic pur-
poses, in this field as was technically possible. It will be
easily understood that protective tariffs and government
intervention in overseas lendings mean no small advance
into the realms of business and finance and into at least
an understanding with certain private interests.

This particular kind of partnership between govern-
ment and industry did not affect Great Britain and the
other Free Trade countries before the War. But the
industrial and agricultural systems of all countries were
increasingly affected up to the outbreak of war by the
numerous regulative and restrictive acts of legislation
which every government was obliged to undertake
under the pressure of events or of one section or other of
public opinion. Factory and Mines Acts led the way, and
we know from our own history what an intolerable inter-
ference with economic and even personal freedom they
were felt to be in certain quarters. Regulation of children’s
and women’s labour followed and also, beginning in
England, but ultimately carried much further by the
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United States, the important series of legislative inter-
ventions in industrial and distributive processes in the
name of public health. Railway construction produced
everywhere a crop of problems whose solution, obviously,
could not be left entirely to the private interests con-
cerned. Some governments, notably the Prussian,
themselves became owners of railway systems, and even
in England the government thought fit to pass an Act
in 1844 giving it the option to purchase all railways in
the country within twenty-one years. In most countries,
certain freight, technical, and safety conditions and
standards were laid down by law. But perhaps the
greatest breach in perfect laisser-faire and a clear pre-
vision of the coming nuptials between political action
and economic interest is to be found in the Trade Union
legislation of certain countries, particularly our own.
In England, the Trade Union Act of 1871 represented
the culmination of half a century of struggle and gave
workers an unequivocal right to associate for the purpose
of raising their wages. In other words, the Act destroyed
the unrestricted individual competition which was the
corner-stone of laisser-faire economics. In the opposite
direction, combinations of capital, and the threat to
public interest from great trusts and combines, occupied
the attention of legislators, particularly in the United
States and, still later, cartels and shipping rings, and
other analogous organisations brought governments still
deeper into business either as the ally of big business or
as tribune of the people. After the regulation of women’s
and children’s work, and the legalising of Trade Unions,
legislation to ameliorate the lot of sweated labour was
inevitable, and this again represents direct and peculiarly
significant intervention by the government in the
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economic sphere, as will become clear when we consider
the broad social and political implications of State
intervention in wage-fixing. In this country, the adminis-
tration of the law relating to ‘sweated’ trades has led to a
development of peculiar interest for our present study,
since the British Trade Boards are an example of semi-
private and semi-State industrial organs, having certain
affinities with the public utility corporations which are,
perhaps, the most important and characteristic of all
the British contributions in this field.

Passing over numerous minor examples of pre-War
government intervention in economic affairs, we need
touch only on the vastly important question of social
insurance and welfare legislation. This was carried to
its furthest extent in Germany and Great Britain and is
a clear and striking example of the union of economic,
political, and social factors. Of quite peculiar interest
in view of contemporary developments are certain of
Germany’s commercial treaties from the beginning of
this century onwards.

Thus, long before the War, the freely-competitive,
self-regulating economic system of theory had everywhere
been deeply undermined. Further, government interven-
tion tended all the time to take wider and more effective
action and to seek ever more fundamental objectives, a
development which was necessitated by the changing
balance of power in each State, by the march of events
at home and abroad, by the continually growing
organisation and integration of both capital and labour,
and by their ever more direct action, both in their own
domestic politics and in the field of international co-
operation. The rising tide of socialist, syndicalist and
allied organisations in the pre-War decades, and the
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widespread labour unrest in the years immediately
preceding 1914, pointed to a coming period of economic
upheaval and change. The change in the secular trend
of prices from the end of the last century, affecting, as
it did, real wages, was a contributory cause of these
disturbances. But their true bases are the politico-
economic developments which we have been tracing,
themselves the results of technical and scientific progress
and of a new conception of the functions of the State. The
War might call a temporary halt in this progress, but its
ultimate effect could only be to strengthen and speed
its progress.

It is a great mistake to regard war-time State control of
economic life as no more than a temporary distortion of
an almost perfect pre-War individualism. We have seen
how the latter was riddled with State intervention, and
now we have to notice that the return even to the pre-
War system was never completed. Some war-time
restrictions were continued either unchanged or modified
and under different names. One example that will
appeal to British readers is the breach in the traditional
British free trade policy made by the McKenna duties
and by the passing of the Dyestuffs Act and the Safe-
guarding of Industries Act in 1921. Everywhere, in
fact, there is to be noticed a definite change in the
pre-War attitude towards the scope and objectives of
State intervention in economic activities. This is not
surprising. In the immediate post-War years, economic
demobilisation had not been completed before the first
post-War slump supervened, whilst the great inflations,
with all their disturbing influence on the world economic
system, had still to run their course. Moreover, after the
Russian Revolution and its sequelae, and, later, the
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inauguration of Fascist, Nazi, and other dictatorial
regimes in some European countries, ideas on the subject
of the role of the State could nowhere be the same again
and no country could entirely escape their repercussions.

These various influences showed themselves in the
economic sphere at first in a general increase of tariff
barriers, but later, with stabilisation of currencies and a
return to more normal conditions, there seemed some
disposition in most quarters to consider the lowering of
tariffs and a return to the Most-Favoured-Nation treat-
ment. But, of course, all this was changed by the 1929
crisis, which gave rise to conditions fatal to such liberal
aspirations.

It is impossible to survey the application of all the new
post-crisis instruments of economic warfare all over the
world, but the growing fondness everywhere for quotas
is worthy of notice, because of the greater control which
they allow not only over the amount but also over the
direction of foreign trade. But State action in inter-
national trade is not only restrictive. It has a ‘con-
structive’ side, which is to be found in such things as
bounties on exports, credit facilities, where buyers
demand longer credit than sellers can afford to give,
organisations for financing export industries, and other
expedients of that kind.

Side by side with the growth of these measures in
international trade, there has been going on a radically
important development inside each country in the
direction of ever-increasing government intervention in
economic life. This shows many phases in the different
countries, ranging from State ownership (which Poland,
for example, has carried to great lengths), through
State supervision and control, down to varying degrees
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and kinds of State encouragement and assistance. In
some countries, there has been a complete change-over
from the individualistic to a ‘planned’ system of economy.
But even where State control and planning have not
gone to such lengths, the extent of government inter-
vention in recent years is remarkable, and future move-
ment must inevitably be in the direction of greater
State control and not towards a return to the individ-
ualism of a past age. This belief is sustained by recent
experience in Great Britain, for example, which, of all
countries, is least open to influence by doctrinaire ideas
and where, moreover, democratic government is not
likely to be overthrown by dictatorship either from the
Right or from the Left. Yet, in Great Britain, in late
years, we have seen the government actively intervene
in the operations of manufacturing industry, coal-
mining, and all forms of transport. In its irruption
into industry, the government has used as its chief
instrument those new public-utility corporations—semi-
autonomous, semi-controlled bodies—such as the Port
of London Authority, the B.B.C., the Central Electricity
Board, and the London Passenger Transport Board.
Of peculiar interest, as a typical example of British
compromise, is the avoidance of the nationalisation of
the coal industry and its possible development, under
State control, into something analogous to a public utility
corporation. In agriculture the various marketing
boards are sufficiently well known to need no description
here. The ‘provisions of the Wheat Act of 1932 and the
part played by the government in establishing the beet
sugar industry are also well known. When all this is
considered, together with the important post-War

developments in social and labour legislation, it will be
D
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seen that, even in the most individualistic country now
left, the whole trend of past and present development is
inevitably towards a still more complete identification
of the State with economic life. Analogous developments
could be traced in other, at present ‘unplanned’ countries,
did space permit. Clearly, therefore, planning has
begun, even in countries which are without formal plans.
Only, unfortunately, in the majority of cases it is at
present ‘planning without a plan.’

That the present position is the necessary outcome of
the working of deep-seated natural forces, and is not a
temporary disequilibrium induced by the War and its after-
math, is still more obvious when we consider the avowedly
‘planned’ countries. A year or two ago, there were only
two of these, namely the widely contrasted planned
systems of Russia and Italy—the Communist and the
Corporative States. To-day, Germany and the United
States must be added to their number, which will be
further increased in the near future, since, in certain
eastern European countries, notably Poland, the ideal
of comprehensive State planning has recently attained
much prominence. The Russian system is, of course, by
far the most thoroughgoing of all planned economies,
but there are increasing signs that the Italian model is
the one most likely to be generally followed. The
philosophical bases of the Corporative State have been
traced, showing it as an evolution—forced, no doubt,
but, nevertheless, genuine—from the past. In complete
contrast with the Russian system, it leaves private
initiative and the profit motive as the fulcrum of all
economic activity. The future is held to be determined
by men’s ideas of it, and the highest place is assigned to
the forces directrices which express primarily the human
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faculty of foresight and the power to shape the future.
Political action is a typical expression of these forces,
since it is the very essence of economic life. In this
philosophy, the union of politics and economics is
complete, and the record of the Fascist government in
industry and, above all, in the great ‘wheat battle’ shows
that it is a philosophy capable of being translated into
action. The German ‘totalitarian’ State has some
aspects in common with the ‘corporative’ State, but
differs widely from it in others. Its philosophy has not
yet been worked out, nor, indeed, has its economic
policy, which varies between hazy theories of self-
sufficiency on the one hand and yearnings after a
restoration of the pre-War international economic system,
based on the satisfactory working of the Most-Favoured-
Nation Clause, on the other. The political side of the
Nazi programme has been accomplished by the trans-
formation of the Reich into a unitary State, the destruc-
tion of parliamentary government, and the violent
elimination of political and press opposition. The
dictatorship in Germany is, for the moment, as complete
as in Russia or in Italy. But, unlike the Fascists, Nazis
still display leanings towards the State socialism which
their leaders once professed. It appears likely, however,
that the drift in future will be towards the purer doctrine
of the ‘corporative’ philosophy.

- In the United States, we see clearly the beginnings of
a ‘planned’ system. Even before the prodigious inter-
ventions of the State in economic life since 1929, such
things as Anti-Trust Legislation and the operations of
the Inter-State Commerce Commission had already
taken the government of the United States deep into
economic control. Mr. Roosevelt’s policy has made
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explicit what was formerly implicit, and seeks to extend
governmental control and regimentation to every part
of the economic system. Further, as Mr. Roosevelt
himself has repeatedly declared, the principles on which
the National Recovery Act was based are meant to be
permanent features of American life. The famous
decisions of the Supreme Court in May of this year have
held up the President’s programme for the moment,
but it cannot be doubted that some constitutional way
will be found out of the present impasse. No very pro-
found economic analysis is needed to show that the
whole fabric of American political and economic life
is being permanently altered. By the fixing of minimum
wages and hours of work, one of the flexible elements in
the price system disappears, and the necessity to fix
prices soon follows. Indeed, in some of the codes, the
President has the option, in certain circumstances, of
fixing prices. Next, with prices rendered immobile as
between the different industrial concerns, one of the
characteristic elements of competition is sterilised and,
sooner or later, the need for the allotment of output
among the various units of industry is felt, particularly
by the smaller concerns, which are now deprived of their
competitive advantage by being forced to pay the same
wages as the big concerns and by being forbidden to
lower their prices. Another natural development is the
central selling agency, such as was formed at quite an
early stage in the New Deal, ¢.g. for a great part of the
soft coal industry. The steps to a distinctive planned
system of State control and administration of industry in
the U.S.A. are thus logical and, apparently, inevitable
—if the N.R.A. programme succeeds. If it does not, we
may reasonably expect a planned economic and political



CAUSES OF PRESENT DISCONTENTS 53

system of a much more thoroughgoing type, one which
will in all likelihood have affinities with the Italian
system rather than the Russian.

Brief as is this account of the origins of economic
nationalism it suffices to show how inevitable a develop-
ment it is, and also, how necessary it is that it should
no longer take place haphazard and uncontrolled. The
wider understanding of these truths which is now coming
about provides the motive force for much of the con-
temporary movements in favour of planning, and this
in turn calls for some examination.

‘Planning’ is a word of vague significance and, as used
in current polemics, may mean anything, from a
thoroughgoing five-year plan of the Russian type down
to attempts to regulate wages and labour conditions as
in the U.S.A., or to weed out the redundant or least
efficient units in an industry, which is one of the forms
which ‘planning’ is taking in Great Britain. It is clear
that there will have to be different plans to suit the
conditions of different countries. With the simple,
somewhat primitive economic system of Russia the
comprehensive, centralised, and highly bureaucratic five-
year plans were not inherently fantastic. But the marvel-
lously complicated systems of countries like the United
Kingdom and the United States of America call for
completely different kinds of ‘plans.” Half-way between
these extremes come countries like Italy which are
much more industrialised and economically developed
than Russia but less so than the two Anglo-Saxon
countries. The Corporative State represents, therefore,
a more comprehensively planned economy than any
that is possible for them. For countries like the United
States and the United Kingdom, regulation or control,
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rather than planning, is the appropriate word. A simple
illustration will show what this means. A hundred
years ago, Carfax in Oxford was a sleepy cross-roads
where the grass grew unchecked in the vacation and
domestic animals or children could wander unharmed.
To-day, in term time and vacation alike, Carfax is a
roaring hell-whirl of motor traffic, and would quickly
become a shambles without the vigilant control of the
police. Lke the traffic on our roads, the economic
systems of all countries have speeded up and grown into
aggregates of vast numbers of more or less powerful
units of production and distribution which need control
if they are not to be continually clashing and damaging
or destroying each other. Surely it is 