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PREFACE

The suggestion éhat nothmg less, Ahan a new indus-
trial revolution is involved in th\_ process of *“ ration-
ahcatlon ” may gppear to bc 50 sweeping as to need
_]ustlﬁca,tlon This will be foufld in the following pages,
wherein it is shown that, cont‘rary to a widegpread be-
lief in this country, the word isenot an unintelligible
term used merely to describe old,industrial devises such
as combmcs, qartels, and trusts.

It is certainly not capable of simple dt;ﬁmtlon but
the reader of this book will pot deay, urfhess he is hope-
lessly prejudiced, that rationalisation implies funda-
mental changes in the structure, control, and purpose
of the industries to which the process can pe completely
apphed o . .

Nor,is rationalisation a theoretical conccptlon It is
used to indicate a practicalsplan for the reconstruction
of industry, which has alrmdy beet carried into effect
with astopishing cnetgy in Germany, ang to which the
rapid recovery of that country from the post-mﬂatfon-
crisis is mainly attributable. *

More and more it is coming to be a theme of dis.
cussion, in every important manufacturing country
especially where Jthe staple industrics are depressed,
either because production costs are too high or pro-
ductive capacity is in excess of present demand. It is
impossible to survey the international economic situa-,
tion without Being, convinced that whatehassbeen
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PREFACE

accomplished in &crmany will be attempted in every
country where similartindustritl problems have to be
faced. : :

In the follo ving pages thgre is avail ble for British
readers the first effort to explain broadly but compre-
hensively, and with the least possible use of techniral
terms, the scope anc purposc of the Gcrman reorganisa-
tion, the methods en.ployed, and the results achieved
in the three years ol intensive raticnalisation which
began in 1925. The situation in the dépressed industries
of Great Rritain is examined in the light of these events
in Germany. The issves of policy affecting the attitude
of votk employers and labour in this country to ra-
tionalisation are fully discussed. Attention is drawn
particularly to the problem of safeguarding the intcrests
of the commu.iity as.a whole, and, finally, an attempt
is made to indicate the direction of the forces and
tendencies which are shaping the *‘ new industrial
revolution.”

It appears to the author to be difficult, if not im-
possible, to resist the conclusion that the changes now
taking place in industry and capitalist organisation and
control in Europe will be at least as comprchensive
and far-reaching in their effecis—although widely
Jifierent in character—as thosc which followed the rise
of the steam-power factory system.

Rationalisation, beginning as a process of national
control and regulation of whole industries, and pos-
sibly intensifying in its first stage the struggle for
markets between the national industries, will gradually
extend its sway to the international sphere. In em-
phasising the importance of the subject, and in urging
that tLe c'usost study should be made 21 rationalisation

8

.



PREFACE

efforts in every country, the pegmanent copimittee
of the World Economic Conference of the League
of Natjons h“ been quick to realise the potency of
the néw ideds and cogceptions of #hdustrial and
confmercial organisation which have devecloped from

srmany’s desperate effort to restore her economic

life.

May 1928






INTRODUCTION

In the following:pages it has been mecessary to use
constantly what a Marnchester Guurdzan writer has de-
scriped as ““a new word, made’in Germany, which the
stylists proclaim to be an abomination.” If apology were
necded, it would be offered on the ground that, how-
ever forbidding the woyd “ rationalisation >’ may be, an
effort to understand fully the nature and scope of;t,hg
industrial reorganisation implied by it is one of the most
important and urgently necessary tasks far all who are
concerned about the future of the. depréssed industries
of Great Britain.

The writer just quoted expressed the opinion that,
even if it be a linguistic outrage to speak of the ration-
alisation of industry, it scems to be’almost an economic
necessity. “ Nobody has yet succeeded,” he added, ““ in
saying shortly what it means, but that it means some-
thmg of importance is not open to deubt.” No attempt
is made by the present writer to give a shprt definition.
It will be seea from wkat follows that the efforts already
made have for the most part scrved merely to darken
counsel. It is questionable if any word of recent coinage,
relating to industrial and gconomic affairs, has created
so much confusian of thought or provokcd so many
diverse and contradictory interpretations.

What has been attempted in this book is an explana-
tion, in which technical detail is avoided as far as,
possible, of the Ggrman industrial reconstru.en: vohich

11



INTRODUCTION

the word was coined to indicate. The methods adopted
and the results achieved up to the 'spring of 1928 are
described and examined, particularly in }thcir relation
to the most pressing of British industrial ‘problems. The
wider ideas which have been subsequently associated
with the word are also discussed hroadly, and an
endcavour has' been made to indicate the immense
1mportancc of the chects of this new industrial revolu-
tion on labour policy. i

Much more will be heard of rationalisation in all
industrial countries during the next two or.three years,
and, if the full signifi~ance of the ideas associated with
the word is to be comprchended, it is necessary that the
origin and cvolution of the process shall be clearly
understood. How essential is the need for clarification
is quickly shcwn by consideration of a few typical
““definitions,” or cxpressions of opinion, taken from
recent discussions on the subject.

Professor D. H. Macg.cgor, of the University of
Oxford, who has associaied with the word some
interesting theoretical ideas about the * ratjonal ”
government of industry, dcfines rationalisation as * the
right organisation of industry considered as a type of
government, the producers being so related as to enable
such policies to be applied as works specialisation, non-
destructive elimination of the weak, and the control
over the entrance of new establishments.”

The Manchester Guardian writer already referred to
suggests that ““ in gereral it scems to denote the widest
possible application of scientific method to industrial
organisation, and thus leads directly, among other
things, to the idea of vertical combination in industry,
by wiucl Lii the intermediate processes of manufacture

12 :



INTRODUCTION

and distribution are united undep single cont'ol and
consciously directed towards a common end.”

Profgssor T3 E. Gregory, Professor of Banking in the
Iniversity of London, d’smisses the, word somewhat
contemptuously as ** the new-fangled plirase to describe
the old-fashione@ device of climinating competition.”

Sir Josiah Stamp, in a recent agticle on rationalisa-
tion in Great Britain, discusses the- subject almgst
entérely in terms of amalgamations and price-fixing.
In a note on the nature of the Armstrong-Vickers
fusion, for 'instance, he writes: “ It doesrindicate,
however, a different kind of amalgamation, viz. the
separation of those which are functionally didegert,
and the joining, or rationalisation, of those that are
really most alike in their activitics ”—zthe apparent
implication here being that the unfon of concerns is
rationalisation. ,

Sir Gilbert Vyle, President of the Association of
British Chambers of Commeérce, speaking at a meeting
of this body, sugzested that it mught be well if they
clearly understood what was meant by rationalisation,
of which they had lately heard a good deal. As far as
he ‘understood, it was the conduct of an industry in
such a way that the price of its products -vas fixed, and
by the aid of whole or partial monopoly the agreed
selling-price was maintained without relation to costs
of production. The condition essential to successful
rationafisation was the absence of competition, and,
as all of them were consumers, it was proper to inquire
whether such a method of systematising industries
was a good thing for the community as a whole.

As will be shown in this book, it would hardly be
possible for a definition to go wider of the ek’

'3



INTRODUCTION

A wiiter in the Communist Labour Monthly, shrewdly
ignoring the fact that the directors of the Russian
State industrial trusts are doing their begt to rationalise
production in'the Soviet Union, applied a characteristi<
definition. While the word was new, he suggested, the
“ phenomenon itself is of arcient lincage. Rationalisa-
tion in its broader sense means a reaistribution of the
total profits of* capifalist society in favour of those
sections carrying out the process of rationalisation.
Rationalisation in its narrower sense means an increase
in the rate of surplus value, and a decrease in the
workers’ share of the product.”

The International Fedcration of Trade Unions,
from which body one would have expected a wider
comprehensi- 1 of the subject, expressed the following
view in a report ¢n 1ationulisation in 1927 : “ It is not
always clcarly understood what is the precise difference
between the Taylor system and rationalication. We
may explain that instead of the stop-watch—that is,
the individual control of Taylor—w_ have the moving
assembly line and the automatic control ; while,
instead of the Taylor premium, we have a kind of
group piecework. But if we 1o so we are perhaps being
a little less . lear than if we had simply said that
rationalisation is one link more in the chain of dif-
ficulties that began with the introduction of the
machine.”

This view that rationalisation is merely a cevelop-
ment of the systerus of ‘scientific management ”
which have developed from the American “ Taylorism”
is a common one. It is also understood by some in the
limited sense of the elimination of waste, and standard-
isatdon. This may be undertaken by individual firms

1



. INTRODUCTION

within the framework of an industry in whith the
fiercest internal competitivé war may be waged, and
which may, indeed, intensify that compstition by
improving the efficiency of particularworks.

G&rman attempts at definition, while niore consistent,
as one would expgct in view of the gxtensive practical
experience of the Process in that country; are not much
more successful in conveying an adequate idea of whag
is actually involved in the rationalisation of an industry.

The following declaration of the German Federation
of Industries was made in 1925 : *“ We undecrstand by
rationalisation the rational employment of all technical
and organisation means in order to increase to th=
highest degree possible the productivity of the workers.
It must bg,the effort of all who take par&in the pro-
duction of comniodities, through 'the erfiployment of
these means, to improve, increase, and cheapen pro-
duction.”

As will ‘be seen in a latdr chapter, the Gerinan
Federation of Tra&® Unions; while accepting this as a
broad definition of technical rationalisation, extended
the aims to cover a general expansion of trade and
consimption, and an impraqvement ‘in the standard of
life of the workers. * . » .

The Reithskuratorium fiir ~ Wirtschaftlichkeit
(National Economic Advisory Board), an institution
set up and supported by the State to study rationalisa-
tion in all its forms, and to, promote the application of
the process throughout industry,» has published the
following definition : ‘‘ Rationalisation is the employ-
ment of all means of technique and ordered plans which
serve to elevate the whole of industry, and to increase
production, lowét-its.costs, and improve its*qaflicy?’

15



INTRODUCTION

Raflonalisation, as comprchended by a Ruhr mine
director, “ aims solely at che increase of productivity
and profitability by the reduction of working costs,
with prices remaining at the same level, or actually
falling.” ‘ ‘

Finally, we may note a carcful apd comprehensive
definition entbodied in the genetal statement on.
rationalisation published by the World Economic
Conference, held in acsociation with the Leagne of
Nations at Geneva in May 1927 : :

Rationalisation is understood as * the methods of
technique and organisation designed to secure the
minimum waste of cither effort or material. It in-
cludes the scientific org inisation of labour, standard-
isation both of material and products, simplification
of processes, and improvements in the system of
transport and marketing.” ’

-

The diversity of opposiiig views expressed in all these
definitions is a sufficient justification for an objective
study of rat‘onalisation in the ouly way by which it is
possible to realise fully all that is implied by the term—
that is, by showirig how it has been applied in practice
and the results which have been actually obtained.

Definite rationalisation measures were first thought
out and adopted as part of an organised plan of recon-
struction in the basic industries of Germany after the
inflation period and the French occupation. As in
other European countries, these industries were en-
du.irnig severe depression, attributable’'mainly to surplus

16



INTRODUCTION

producmc capacity in relation to diminisheq con-
sumption capacity due to war causes —accentuated in
German.y by the destruction of liquid capital during
the inflation p(u()d, and l)\ the suspgnsion of manu-
factﬂrmg activity to a scrious extent*in the Ruhr
while the French \ronp» wege occupyjng that region.

Production wa® alrcady ** rationed ¥ among the
various works in ecach industry, under the quota
scherpes_of the ré-established 4y ndicates and cartels,
when the new reconstruction measures were devised.
As the process which is deseribed m succeeding ehapters

came gradually to be known as Rationaltsierung, from
which the English word is translaged, it w. 15, thettefore
specifically assggiated in the minds of the Ruhr indus-
trialists with this = ratoning ™ of productam.

The first measures were adopted: indact, as a means
of aclli(‘\'ing a substantial reduction in production costs
while regulating output on a scale much below the
maximum production capacitg. Under a nqrmal system
of shart time workixg, and the mainténance of full over-
head charges in all the productive establishments,
which have to be set against' the reduced output, the

“ontost ” per unit of outpput is int’\itably increased,
and the alnlity to avold losses without raising prices 1s
proportlonﬁtdy affected.

Rationalisierung was the term used to signify the
reconstructive measures by which an attempt was made
to achiewe a directly opposite result—that is, continued
rationing of output.to keep it withinethe limits of current
market demands, and a simultancous reduction in costs.
The relationship of the process to * rational ” or reason-
able methods came at a later stage in the evolution of
the process. This*expamsion of the ideca was a watural

Br 17



INTRODUCTION

one, and it could easily be argued that when production
tends to exceed demand it is perfectly rational to regu-
late output by rationing. It is also a common experience
that a new worgd or phrase, should in time come to be
invested with‘a wider meaning or significance than that
which was in thz mind of the perspn who coined it.
Ideas expand and develop by discussion.

It is necessary to pgint out here, however, that some
of the theories now asgociated withi rationalisation go
far beyond the technica] and organisation achievements
which the word specifically indicated at the time of its
origin. The present study is primarily concerned with
+hese'achievements kather than with the later growth of
wider economic and industrial theories The aim of the
writer is tosdescribe, as simply and dispassipnately as is
possible in dtaling with a.complicated, highly technical,
and controversial subject, the.incessant constructive
effort to survive a crisis of unprecedented severity in
these German heavy industries, and to show'how closely
the effort concerny both ¢mploye.s and workers in the
British industries, who are not only in serious difficulty,
but confronted with thée vastly increased competitive
power of the ratibnalised German industries. -

For, this wcason attgntion is directed rather to the
German reorganisation than to-the changes which have
taken place in American industry since the war.
Although these changes are often described as ration-
alisation they differ, for the most part, very widely in
character and scope from what has been accomplished
in Germany, and they do not affect the competitive
position of British industry to anything like the same
extent. The circumstances which facilitated such a com-
p1ehicasive reconstruction in so shorg & time in Germany

18



INTRODUCTION

are compared with the conditionss in Great Bfitain.

To understand rationalisation as the process presents
itself to ,the minds of the industrialists and technical
men who have built up the new industyial structure in
Gerthany, one must think primarily,’ not of self-
contained establiﬂlments, put in terms of a whole
industry, whether® organised as a trust' or on a co-
operative basis, or nationalised.,It is inaccurate and,
misleadipg to suggest that ratienalisation is merely an
alternative policy to nationalisatjon. It is not necessary to
trustify an industry to rationalise it, nor is it necessary
to eliminate completelys all forms of competition, or to
destroy altogether the managemerd and administtativ-
@utonomy of particylar undertakings.

What is gssential is that the kind of compctition which
leads to destructive price-cutting shall give place to
mutual agreement on @ common production and sales
policy. This may be achieved, either by complete or
partial unification—whether finder private enterprise
or State ownershipa-or by the closest possible co-opera-
tion of all the concerns in an industry. On no other
basis is it possible to proceed Yo the successful applica-
tion df the technical reconstsuction process implied by
rationalisatipn. ’ . o .

In Great Britain this preliminary, stage has beent
reached only in the chemical industry, where the
method of trustification has been adopted as the
quickest and most effective.,In the coal, iron and steel,
and textile industries, which offer scope for the richest
harvest of beneficial results, progress in this essential
initial stage is retarded by the reluctance of the separate
concerns either to form larger units by fusion, or to co-
operate with eacl! ether as effectively as the Germdh

19



INTRODUCTION,

industrialists had done long before the war. While this
state of affairs continues there may be reorganisation of
particular undertakings, with a great improvgment in
efficiency and gompetitive power, but there can be no
rationalisatioh. °

It is possible tp have trystificatiog, or the formation
of cartcls, or even nationalisation, “without the trans-
formation of the indpstries which is accomplished by
rationalisation. This isdctermined ‘solely by policy. A
trust could be established in certain conditions with
monopsly power over a market. It could restrict out-
put without considerations of production charges, and
nass “on all the cost of waste and inefliciency in its
monopoly prices. A cartel, exergising price-fixing g¢
well as outgut control functions, could adgpt the same
policy. A natienalised iadustry might be run with a
similar disregard of efficiency or cost.

It is clear, therefore, that the tcclmica],I)roccss may
and should.be studicd, dpart altogether from considera-
tion of the merits’of any*particuks form of ownership
and control of industry. The need for such an objective
study cannot bc over-eniphasised if the importance of
specific measures” of output regulation and tecBnical
reorganisaton as the gext stage’of industrjal evolution
is not to be obscured by controversial ‘discussions on
wider issues.

An essential condition for full rationalisation is the
organisation of a whole industry, cither by uaification
or co-opcration, so that a common policy can be
adopted by all engaged in it. Output is regulated with
sufficient elasticity to mcet fluctuations of demand with-
out delay, so that price levels may be kept stable. This
isin direct opposition to a price ring Policy of restricting

.20
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output to maintain, high prxceq, without regard to
potential demand if cheaper goods were available.

Wxthm this system of regulauon low producnon costs

aimed at by concentrating producuon in the most
suitable works to reduce short-time wdrking to the
lowest possible hmf by thapreventica of waste, either
of material, labour, or mechanical energy ; by closmg
down inefficicnt or, unremuncratjve works or depart-
mentsy with due regard to the maintenance of reserve
plant to meet a sudden rise iny demand ; and by the
extension of the most efficicnt works where neessary,
and the mstallation of the best costtsaving plant av ail-
able-at all the works kept in prodection.

These modernisedsand concentrated works are not
onlywoperawed as near to full time capacity ais possible,
but the most complete specialisation dttasnable issecured
by the allocation of particular products to the works best
adapted for g¢he purpose, and most favourably situated
for distribution and the saving®of transport costs. This
$pecialisation does®not necdssarily involve the mass
production of goods of relatively poor quality, which
may not be a desirable trade’policy in any particular
counfry, and it is consistentswith the manufacture of
goods of the highest quality. Additional $avings are
also possible by the central control of|the mtcrchange
of raw materials and semi-finished products between
the different works, in such a manner as to cut out
all unnecessary transport ,which is involved when
individual works eare sclf-contained, and by the
centralised control of sales, to reduce intermediate
services to an indispensable minimum.

This full programme of reconstruction was first
carried out in the’heavy industries in Germany, but 1t

21



INTROPUCTION .

has been adapted«to the varymg conditions of many
other industries, and attention is now concentrated on
the exteneion of the principles of the process to gransport
and agriculture, and to the sphere of wholesale apd
retail trade. The keen interest with which the su'bjcct
is being studiedsis manifgst from ghe incessant dis-
cussions in all kinds of industrial and technical organ-
dsations, in both the sechnical and general Press, and
at shareholders’ mectings, where the results of rational-
isation efforts are repprted on as one of the most
importdnt matters for consideration. "

In Germany, therefore, rationalisation is not a
sheor}y to be argued about as a subject for economic
dialectics. Under the stress of an- almost catastrophie
crisis, it wa% planned as a practical policy tobe applied
with immenSe energy. It*was inevitdble that mistakes
and miscalculations should be ‘made, but experience
determined the course of cach successive development.
It is now possible to appraise the first results, always
keeping in mind the miagnituder of the difficultics
created by the inflation and the occupation of the
Ruhr. Regarded from this point of view, the speed of
the recovery from the conditions of 1924 can be justly

escribed a% an astonishing achievement. .

The following detailed examination of what has
been done in the German basic industries shows clearly
that rationalisation demands the fullest exercise of the
spirit of co-operation, the pooling of techrnical and
scientific knowledge and the fruits of research, and the
subordination to the general interest of what might
appear to be immediate advantages for a particular
undertaking to be gained by holding aloof from the
general movement.

Q2



INTRODUYCTION

To the pre-war growth of German industry along
co-operative lines through the evolution of the cartel
system i§ attributable the swiftness of the reorganisation.
Therc was no parallel in the later rise and progress of
this” industry to the intense indiviéualism, sturdy
independence, and secretiveness which contributed
both to the pione%r success and the disregard of social
consequences during the English, industrial revolution
in the_fyrst half of the nineteenth century.

The influence of past methqds is still paramount in
the British industries which are now struggling against
the tide of world changes which were at the same time
obscured and accelerated by the Sreit War. Itstends
to confuse discussiops on the need for a new policy,
and it retards adaptation to the changed. conditions.
In Germany, on the othen hand, the dimitation of
competition within the principal industrics before the
war, the gctive interest of the Government in the
developmeént of manufactures, and the accumulated
experience of co-operative effort, prtpared the way for
the post-war rationalisation.

For the organised worker$ particularly, rationalisa-
tion’ has raised new questjons of policy which must
assume an, ever-incréfasing importance instradg union
discussions as well as in the deliberations of the orgaf-
isations of employers. The German frade unions were
compelled by the sharp pressure of events to realise
the need for a re-examination of their relations with
the new capitalisma, and without delay they adopted a
characteristically logical and clear-cut programme.

One of the first effects of rationalisation in a de-
pressed industry which has to be contracted either
temporarily or® geymanently is a displacement ~of

23
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s surplus > workers. This proceeds apace as the process
of closing down the less tfficient or suitable works,
and concgntration of production in the mogernised
works, is carricd out. The co-opcration of the workers
in these circumstances can only be gained if it is possible
to convince thegn that the creatipn of conditions
favourable to a subsequent expaﬁsion of general
industry, following the reduction in costs of production,
is the principal aim of retionalisation. The justification
of the process in Germany was the fact that drastic
reconstrection was the only alternative to collapse, but
it can certainly be shown that up to a point there was a
rapid sstimulation of miscelluncous trades. Despite a
large displacement of workers in the first stage of
rationalisatien, the subsequent gencral recovegy had the
effect of reducing the total volume of unemployment
to a level not much higher than. that of the pre-war
days, although the total number of people engaged
in industry, including a few army of women workers,
was much larger. * ‘ .

For the workers, the most important immediate
question is : What is to be ione with the * redundant ”’
workers in the transition period ? Are they to be 'left
to the ordinary resources of relicf; or is it an,obligation
oft a Government to make special provision for them ?
In Germany there'was no national system of unemploy-
ment insurance until last ycar, but the principle of
State obligation to do everything possible to mitigate
the hardships resulting from measures adopted in the
national interest was fully admitted. For the year
1925-6, when the need was most urgent, a sum equal
to about sixty millions sterling was budgeted for to
provide special unemployment relief fo tide over the

24



INTRODUCTION

serious crisis of that period. In addition, the State
departments and municipal‘authorities hurried forward
much public work, including roads, waterways con-
structlon light railways,, new powgr stations, and
extensions to the network of overland tables, so that
the expenditure on unpraductive rolief might be re-
duced as far as pOSblbl(‘, and the demand for labour
on ordinary indugtrial terms, ag, well as for materials
of all.kinds, might be stimulated.

It cannot be doubted thaty great savings in many
directions ate gained by rationalisation if the process
is applied on a sound plan by emen of outstanding
ability. Who is to receive the berefit of the savings is
again a matter of policy. Rationalisation may be
carricd through in a ruthless and anti-social spirit
for the benefit 6f a few powerful industyialists and a
limited number of sharcholders, but such a policy
would sooger or later sweep away the benefits alto-
gether. It Wwould imply moncholy pI‘l(CS, tend to limit
consumption, make further restfiction of output
neccssary, and antagonise the workers.

Rationalisation can only de permanently beneficial
if the aim is to increase.comurﬂption by cheaper
production, and lower prices, so that the contractcd
basis of output which is necessary at the beginning may
be expanded gradually as the demand rises. The control
of industry in this spirit may be described as a process
of mod#fied socialisation. The men responsible for the
administration must be experts in their respective
spheres, and the influence of the technical and scientific
men will tend to override demands for excessive
dividends. In Germany it is held more and more firmly
that industry hds o place for ornamental directors.

25



INTRODUCTION

and that the prohlems of management have to be
studied as closely as technology and industrial science.

In ratipnalised industries finance must be con-
servative, ample, provision must be made for constant
rc-cqulpmcnt and improvement of plant, and The
savings must be fairly divideg between the management
and workers, consumers, and intereston capital.

If, as a result of the joint discussiops on reorganisa-
tion and industrial relakions in this country, thg grade
union movement as a yhole follows the lead of the
GeneraleCouncil of the Trade Union Congress, and
decides that the intercsts of the workers will be best
servedsy not by opposing rationalisation, but by striving
to influence its devclopment, it is on these questions of |
public policy that attention will first be copgentrated
most fruitfully.



CHAPTER I

COALFIFT.D RECONSTRUCTION

In the mining area of the Ruhr we are able to see how
rationalisatlon has been carried out in an’industry
organised in a manner which might be described as
half way between unrestricted private enterprise and
complete trustification. On its productive side the
Ruhr coal industry is controlled by a small number of
separate concerns, ranging from a Jarily firm like
Krupps to the powerful Steel Trust, which produces
twenty-sixymillion tons annually, or nearly one quarter
of the total output of the coalﬁeld Scyeral groups,
formed by succ®sive amdlgamanons *produce from
five to eight million tons a year. The State mines,
which are now administeréd for the Government by
exécutive directors exactly on thé same lines as the
rest of the.industry, produce about scver? million tons
a year.

It would have been truer to say that these companies
control their own concerns only on the technical side.
That is to say, each undertaking decides its own
policy for winning and utilising coal, but the amount
to be produced is determined by the all-embracing
Westphalian Syndicate, which fixes output quotas, and
is responsible for selling that part of the output which
is not used at the mine, in the coal utilisation watks,
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or in associated iron and stcel works. Thus the industry
is organised in a number of combines so far as ownership
is concerne 1, and for commercial and output regulation
purposcs it is constituted as a highly developed form of
cartel, or association of separate firms to achicve for
an industry a contirol of proluction and prices which
would be possible otherwise only by complete trusti-
fication.

A more interesting incustrial study of its kind than
this evolution of the Gerran coal industry since 1893,
when the first attempt at syndication was niade, could
hardly be imagined, Lut this is outside the scope of the
present work, save in .o far as it is necessary to indicate
how it became possible to rationalise with such amazing
swiftness an industry which was neither completely
trustified nor nationalised.

The evolution of the cartel system in this industry
between 1893 and the heginning of the war was not
accomplished without diflicultics. There was periodical
trouble over quotas. In the carly days the number of
owners was much larger than it is to-day, and many of
them controlled but a reatively small output. The
owners of the big mines chafed at restrictions imposed
in the common interest, and the spirit of co-opcration
which has helped to save the industry from disaster
since the war was fostered slowly. The owners of
combined undertaking- —coal-mines and iron and steel
works—had a great advantage, as they were avle to
use in their own works a large part of their output apart
from the quota, and so keep their mines in full pro-
duction, while firms which had to sell the whole of
their output were compelled to work short time.
These inequalities were smoothed cut as experience
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accumulated, ang mcthods and rcgulations were
modified in accordance with that cxpcricnce.

Congequently, when the conditions of criss following
the Frenich occupation in 1923 compelled the colliery
owners to adopt the new policy of ratfonalisation, the
quota system was alrcady¥ so adjusti{d that production
was shared out as equally as possible, the combined
undertakings haying onc quota fpr own usc and one for
sale through the Syndicate. The commercial side of the
Syndicate’s activitics was s organised that losses
incurred in price-cutting competition in tl#t export
market were borne bysthe whole n.dustry. Membership
of the Syndicate had also been wade compuls@ry just
after the war by a Government decree, which directed
that a sgparate syndicate should be seteup in each
German coalfitld —includiag the lignite, or brown
coal, areas—and thas all the firms engaged in produc-
tion should become members.

Before ‘the war the mine® owned by,the Stite in
Westphalia had ®ecome associated with*the Syndicate
after a period of hostility and competition. After the
war the method of administering «nd controlling these
mihes was changed. A corapany whas formed to act as
executive ggent for the State, and it was tharged with
full responsibility for opcrating the mines, just as
though they were under ordinary commercial com-
pany control. This company was, of course, a member
of the Syndicate, and it carried out the process
of rationalisation exactly as the other companies
did.

During the twenty-one ycars of development of the
Syndicate up to the beginning of the war, there were
notable changcs’ ig the organisation of the industry in
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relation to ownership and technical equipment The
early quota difficulties gave the first impetus to an
amalgamation movement. As the number of proeducing
concerns became smaller, the tendency towards co-
operation for various purposes was strengthcned and
the concentrationwof capital sesources made it relatively
easy to maintain a steady process of modernisation of
plant and to bring the equipment of many of the older
mines up to the level of the new ones. At the same time,
the rapid growth of the dyestuff and other chemical
industrits, and the rise of a powerful iron and steel
industry, partly in «close association with the coal
industty itself; st.imulated the extension of the
coking and by-product undertakings of the mining
companies. o

A further advance in the equipment of the mines
with labour-saving plant was made during the war,
when the best of the young mine-workers were in the
army and production had to be maintained, as in
Great Britain; by the impoytation of u large number of
less competent men into the industry. When the war
ended, therefore, the coal Industry, alike in its produc-
tion, utilisation, and commercial branches, was highly
orgamsed and animated throughout, on the owners’
side, by a spirit and habit of co-operation "which those
engaged in the ‘intensely individualistic and inter-
competitive British industry find exceedingly difficult
to understand. .

Then came the chaos of the inflation period, only
to be intensified, before the restoration of the currency
took place, by the virtual collapse of the industry during
the occupation by the French. To those who visited
the Ruhr during the occupation, and’'saw the state of
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desolation to which the whole area had been reduced
industrially—closed mines and works everywhere, the
breakdown of the intricate system of rail &ransport,
and the destitution of the workers—it seemed impossible
that there could be anything approaching to a restora-
tion of full vitality for man) years.

During all this period of turmoil no estimate could
be formed of thg condition of the European coal
industry in relation to market 8emand and productive
capacity. The British stoppagcsin 1921, and the follow-
ing upheavals in the Ruhr, made it impos§ible to
observe accurately the effcct of the changes which were
deeply affecting the industry. These were the grdwing
use of oil, of water-power electricity, and of lignite, or
brown coal; together with the developmeut on a big
scale of the scrapping of old«furnaces fr the new fuel-
saving types, which not only consumed less coal but
made possible the use of small stuff and dust which
formerly had been cither a Waste or vcrx low-priced
product. . .

Consequently, it was not until 1924 that some
measure of stability was® established, and an
ordérly effort to restore the industry gave sufficient
experience to form a judgment on future pfospects and
needs. .

Both in Germany and Great Britain it was believed
at this time that there would be a gradual and sub-
stantialerecovery of trade as the economic position of
Europe improved,s and the optimism of the British
owners went so far as to anticipate an extension of the
export trade beyond the boom limit of 1913. Before
1925 was far advanced the German owners had con-
vinced themselvés 4that these cheerful expectations
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were unsound, and that for severa) years, at any rate,
the world demand for coal would remain far below
productive capacity. For nearly thrce years longer,
however, the British owners held tenaciously to their
belief that the only issue was one of wages and prices,
and that, if thesd could befreduced, trade would flow
back.

The difference in the outlook of ,the two groups of
owners may be attributed to :

)
ThRe fact that the German owners were in more
intimate contact~with the .general economic and
indstrial dcvdupmcms on the Continent.

The wider knowledge of the ‘officials of the West-
phalian &yndxcalc, who had acquired’ the habit
of making extensive surveys of the state of trade
to enable them to be (On\ldlll]y preparing and
revising plans for fwture operations “and output
quotas. . ° . ;

The narrow outlook and limited knowledge of
European conditions of many British colliery owners,
and the lack of an adequate central intelligence
organisafion for the whole industry. .

The traditional belief, fostered by a long supremacy
in the export markets, that the quality of British coal
would give it pre-cminence in almost any, circum-
stances. .

It was inevitable, in view of this divergence of belief
regarding the prospects of the industry in the years
immediately following 1924, and @f the sharp contrast
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offered by the organisation of the infustry in the two
countries, that the policy adopted by the German
owners should differ fundamentally from that cliosen by
the British owners. In any event, the chgofic condition
of control to which the Britigh industry was reduced by
extreme individualism would have rendered it impos-
sible for a comprehensive plan of reorganisation to be
swiftly prepared and carried mto offect. In this situa-
tion, theefore, given the stubborn belicf of the owners
and the temperament of the Brilish miners, the golicy
of simple reliance on lower production costs, achicved
by cuttmg wages and cxténding houm s4ould lead only
to thé crisis which was postponcd Sy the subsidy of
#925, and which culminated in the futile conflict of
1926. o *

In the Ruhr, it'is true, thére was unbcrtamty and
groping for a brief peridd, but, after a comprchensive
stocktaking, ke decision was tal(en to reconstruct the
industry in an eﬁort to adapt it to thc.ncw oondmons
as the only alternative to banf(ruptcy What was done
may be likened to a surgxcal opcratlon and the process
was a ruthless one, in the sense in which a surgeon is
ruthless. Lord Melchett [formerly Sir Alfred Mond) has
described the-long—drawn-out agony of the Btitish
mining population as a surgical operation without an
anzsthetic, but there is usually some definite purpose
in an operation, and it would be difficult to discover
one in the desperate drift of events in the British
coalficlds from 1925°to 1927.

The German Government did its best, in the difficult
circumstances of the time, to provide an anasthetic by
the allocation of the funds already mentioned, from
which special unemplyment benefits were paid to the
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workers displaced in the rationalisation process. A
mecasure of hardship had to be endurcd, nevertheless,
but, when the policy is examined in the light of results,
it has 1o be, admitted that the arguments for drastic
treatment werc, justified. (Inc may hold, however, that
in different circumstances from those in which the
German Government found itself in 1924, much greater
help might be givéa from national sources in such an
emecrgency. -

Tl total amount 'of distress caused by the crisis
in the German mdustry since 1924 has been much
less, rclatively— that is, makifig allowance in the com-
parison for the different size of the two industries—
than the widespread and petsistent misery in tht
British coalficlds. This will be seen irore clearly
when we cofc to discuss the results of the German
reorganisation.

The end of 1924 is g convenient startipg-point for an
examination ok the rationalisation process, and the
conditions which impelled the Ruhr owners to adopt
it and carry it through., By this time the Syndicate was
functioning completely again after the French o¢cupa-
tion. The renewed quota®arrangements were necessarily
of an experimental chtaracter, and it wassoon apparent
that even the modest view of market requirements
taken at this time was too optimistic. Stocks had
accumulated, and therc was short-time working at
many of the collieries. Difficulties in connection with
the rationing of output, which had not arisen when the
industry was gradually expanding, now appeared in an
acute form in the new situation created by surplus
productive capacity and the dimipished demand for
coal.
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A brief study of the following tables will enable the
reader better to understand the circumstances in
which rationalisation was undertaken, and the notable
change in the fortunes of the industry which had taken
place even in the sixtcen months befdre the British
stoppage. ' ’

It should be noted that figures derived cven from
different official sources vary to some extent. Those
given here are mainly from the decuinents of the highly
organised and rcliable intclligence and statistical
department of the Westphalian Minc-owners’ Associa-
tion. In all the statistical referencgs, where German
weights are given in tons, metric tae€ arc indicnted.

. The figures relating to individual output per shift are
English weights translated from kilogrammes |

TOTA-'\PRODUCTION QI RUHR COAL

. . o o ° Stockof

Total Output Number of Workers — Unsold Coal
Year tons tons
1913 114,487,000 .397,000 1,589,000
1920 88,400,000 . 453,000' 1,608,000
1921 94,473,000 " 547,000 ?,536,000
1922 97,462,000 553,000 617,000
1923 42,209,000 — —_
1924 94,411,000 463,000 5,169,000

Note.—As in Great Britain, the number of workers increased as
the former miners returned to the pits after demobilisation. After
the French occupation many workers, including a number who
bad been prominent in Communist upheavals, were not re-

employed.
35



« THE NEW INDUSTRIAL REVOLUTION

AVERAGE QUTI’UT PER MAN. PER SHIFT
All Workers

Hewers and All Underground
. Assistant Hewers Workers Abov'cf:ud"gelow
Year cwts. cwts. cwts.
113« ¢ 344 ‘ 22.8 18.6
1920 L 27.2 ? 15.8 12.4
1921 27.6 15.9 12.3
1922 28.1 16.0 12.5
s ‘
1924 3%.1 ¢ 21.2 16.8

Note.—The heavy fall it the output per man per day in the
period“1920—2 was attributed partly to the number of relatively
inefhcient wartime werkers still left in the mines, and partly to
the impoverished ‘.2d 1ll-nourished condition of all the workers
at this time. Bv the end of 1924 only skilled workers were retained
at the coal face, and a rise in wages, in conjunction with a marked
improvem€ut in the food position in Westphalia, aud also to the
first effects of tugther improvements in the mechanical equipment
‘of the mines, accounted tor the all-round increase in individual
output, and the near approach to the 1913 level.

. . 0

A few other figures may be not¢d here. Taking the
price of one of the standard qualities of coal, we find that
in 1913 it was 125. 64. per ton. In 1918 it was 28s. 7d.,
and 21s. 84. in.1923. The necessity for stimulating
demand lgd to a further fall ta 17s. 6d. by July 1924,
and to 158. 9d. by October 1924. The réhewal of keen
competition fot the overseas trade had driven down the
export prices much lower than this, and altogether
heavy losses were incurred. Since October 1924, the
inland prices of coal in Germany varied little until the
permitted increase in 1928 following a new wage award.
They were not changed during the whole period of
abnormal demand caused by the British stoppage in
1926. Apart altogether from the exceptionally high
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profits made in the second half of 1926, the industry
was restorcd to a profit-making basis during 1927,
under more normal market conditions, with wages
raised to the 1913 level by the procesg sof rationali-
sation. [ P

The minimum wage rate for a hewer in 1913 was
6s. 6d. a day. In January 1924 it was 6s. 2d., so that the
purchasing power *of the wage,a® this time was far
below that of 1913. So bad were the conditions that,
despite the cgitical state of the 1ndustry, somc ingrcase
could not be denied, and the daily wage was advanced
to 7s. 6d. by July 1924, arid to 7s. 9d° by January 1q25-

The average daily wage of all workers was 5s. 4d. in
1913 ; 55. 6d. in Janfiary 1924 ; 6s. 4d in July 1924
and 6s. 84.°l Janpary 1925. At this time 3lsd the real
wages were much less than those of 1913°

The foregoing figures will help the reader to under-
stand the geagral state of depgession of the industry
at the end of 1924 During the next few months there
was a rapid and, from the pomt of view of both owners
and workers, alarming dev¢lopment of the crisis.
Not pnly was the inland sale of coa) falling, but the
production of many of the Best mines was, adverscly
affected by the reduced demand from the iron and stecl
works associated with the mines. .

The daily output in January 1925 was 378 614 tons,
and this declined steadily to 331,855 tons in June, or
87 per cent. of the January amount. The number of
workers was reductd in the six months by about
thirty thousand, owing to the enforced closing of some
of the worst-situated mines, and of excessively costly
seams in other mines. In the same period the output
per man per day infproved by just under 1 per cent.
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While the home market slumped badly, there was a
small upward movement in the export trade.

This was the period of uncertainty in action. The
first impulse was to rely on short-time working, in the
hope that beforg very long yiere would be a spontaneous
improvement in trade. In January the number of
holiday shifts, owing to lack of trade, was 182,674.
This jumped to 86q 950 in February, and it was
614,221 in March, by which time several of the com-
panice had taken the dccision to carry,out the new
reorganisation policy cncrgctlcally In April the number
of shifts lost was..ggG 000, and'in May 355,000.

Meantime the stocks of coal and coke at the mines
had increased in spectacular fashion. From just over’
five million, tons at the end of 1924, the aniSunt rose to
6,320,000 toris in March, by another half million in
April, and so on up to 7,163,000 tons in June. Taking
both the mine stocks ¢nd the coal in t Syndicate’s
barges and ¢cpets, the unsold coal gnd coke amounted
to 7,421,000 tons in January 1925, and to 9,378,000
in June.

Apart from the heavy ]oss involved in the accumula-
tion of these huge stocks, the effect of the short-time
working made itself felt, espcmal]y at the large, highly
capltahscd milies, in rapidly mounting production
costs in relation to the output. Simultaneously, the
conviction deepened that the hoped-for improvement
in trade was not going to be realised, and that only the
most drastic measures of reconstruction could save the
industry from ruin.

In such a situation as that in which the owners and
workers now found themselves, simple regulation of
output by quota rationing was lseless. Risng costs,

38



COALFIELD RECONSTRUCTION

increasing unemployment and diminished earnings
at daily wage rates, which were alrcady well below the
1913 rates in purchasing power, could not possibly be
avoided,'and the evils were indeed intensificd at some
of the mines by the output lifnitation.

One alternative was to ledthe proccs) of the survival
of the fittest take its course, as it has done so far in Great
Brltam, with the pressure gradually forcing the weaker
mines out of production, and vigtullly all the workers
suffering from extreme destitutign month after month,
with the remetest prospects of amelioration. .

The other was Rationalisierung—that is, concerted
action by all in the mdustry to bripz about without
delay such changes in organisation as would make
possible the achlevement of the lowest possible produc-
tion costs while effective regulation of eutput was
maintained.

In an official statement pubhshed at this time the
declaration *wag madc that, owing to the failure to
realise the hopes of¥bringing about a beser@ént of trade
by the means so far adopted, it was impossible for the
mines to continue in operation if the short-time
expedient alone was relied ong. .

“The industry must procced to morg rigorous
measures,” the statement procteded, ‘“such as the
limitation of output to the best scamls, the further
grouping and concentration of the mines and works
with thg object of attaining greater economies, the
closing of parts of mines and finally of whole establish-
ments.” '

Already a number of small collieries, opened up
during and just after the war, had been forced out of
existence, and during 1924 ninc of the larger of the old
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.

mines had been ghut down. This process was quickly
extended after the adoption of the new policy in the
early part of 1925. Four mines were closed between
January and May, and in July seven, which would be
regarded as f#ir-sized plts in most of the coalfields of
Great Britain, Were put oflt of production. Over 8,000
workers were employed at these seven mines. During
the whole of 1925, twenty-six medium and large mines,
employing 37,000 “warkers, were closed.

At this time over govper cent. of the total output was
contrvlled by fewer than twenty companies. The choice
of the mines to be closed completely was determined

mainly by unfewnurable geographical situation and
geological conditions, and high production costs. In .
sorne, cages closing down followed new amalgamations,
and, in stiK others, obsalete mines were purchased by
‘the wealthier groups solely for the purpose of trans-
ferring the output quotas to the largest modern or
modcrnised mines, and operating theset Yull capacity
to give a betteF ratio between ovethead charges and
output.

This concentration of output, with the object of
reducing costs, was achieyed on an even more extensive
scale by abandoning or suspending production in those
parts of the big mincs which were most expensive to
work. Full-time working in sclected districts was far less
costly than the dispersal of short-time labour over the
whole mine, and the best of the closed districtsor seams
were maintained in a workable state, so that, immedi-
ately there was an improvement in trade and an
increase in the production quota for the mine, the out-
put could be expanded accordingly.

The fact cannot be overstressed that these measures
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were part of a carefully thought-gut, concerted plan.
The mines and seams to be closed were chosen for
specific reasons, related to the general aim of cost reduc-
tion. They did not go out of operation owing to the
haphazard pressure of fingncial difficpliies, as was the
case with many of the Bri?ieh abandoned mines. These
ceased production in circumstances which had little or
no effect in rescping the industgy from its troubles.
Despite the closing of many nfines in the British coal-
fields during 1924-6, and agsin afier the stoppage of
1926, shortstime was still general over wide aréas, and
little was done to eliminate the many forms of waste
which handicapped the industry as'a whole.

A concerted Britigh plan, comparable to that of the
Ruhr owpgers, would have assumed that for seme-¢ime
to come the industry should e organiseg for an output
of round about 250,000,000 tons annually, with pro-
vision for spcedy expansion if demand tended to rise.
The mines‘atid seams to be clostd would th¢n have'been
selected accordin to situatien and cdsts® It is obvious,
however, that such an ordered collective, reconstructive
effort would only be possible in an industry either
entfrely unified, or controlded by *a relatively small
number of owning groups capable of acting in the
closest co-opcration. Hence it may be asserted that in
the state of the British industry during this period of
crisis the first important step in technical rationalisation
—the e¢oncentration of production in the most eco-
nomical works for, the purpose of reducing uneco-
nomical short-time working to the lowest possible limit
—could not have been taken without a preliminary
grouping of ownership.

Big-scale ownership and organisation were no less
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necessary for the next stage of development in the Ruhr.
In the rationalisation scheme, as it was conceived by
the most alert and far-seeing leaders of the 1ndustry,
no cost-rcducmg factor was to be ignored. The savings
through concentration of production were not enough.
Nothing short of the highest degree of cfficiency, both
of machines and labour, would suffice.

Therefore, having eliminated the. units of produc-
tion which were regarc'cd as hopelessly inefficient, or
reaching only a standard of second-rate efficiency
whatever effort might be made to improve them, the
complete modernisation of all the mines maintained in
production was accelerated. An outstanding example
of the boldness of this re-equipment was the replace-
ment: at.qne of the newest mines, opened in 1917, of
comparativeiy up-to-datc boilers by an improved type
so economical in its fucl consumption and cﬁicicncy
that the capital cost was repaid by the savmgs in two
years. "

This kind vof™ technical reconstrdction proceeded
apace throughout the coalfield, but it could have been
undertaken only by big combinations with ample
capital resources or substantial credit, coupled with a
reputation “for successful cntcrp‘nse Notwithstanding
the conditions of acute crisis, there was no other course
for the majority of the companies except to borrow
money for the reconstruction or to capitulate to adverse
fate.

Speaking broadly, the seams in the Ruhr mines are
unsuitable for the use of the larger coal-cutting
machines. Some were already in use, and others were
provided wherever they could be employed, but the
principal development in underground mechanisation
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was the extension of the use of compressed air hammer
drills and other hand implements of this type. By 1927
very few men were left to w1eld the old- fashloned pick
at the coal face.

The progress already rade in thg respect by the
middle of 1925 is indicated by the fact that the
mechanical help available for cach hundred hewers
rose from 4 to nearly 15 horse mower for machines, and
from 8% to 42} horse power fos hand implements. The
use of comveyors at the coal face became *almost
universal. Pit poniecs disappeaged, and much of
the old underground haulage plzat on the main
roads was also superscdcd by speedier compressed air
or electrical locomotive engines. The estimated gumber
in 1927 was twa thousand. Wlth the growing use of
locomotives, the “riding in” of the men to the
coal face was quickly extended. This gave more
actual working time within sthe eight-hour * bank
to bank ” shift,wand the men reaciteds the working
places much less tired than after a long walk from
the shaft.

English mining enginees and »managers would
criticise the extensive .use of unguarded cables for the
electrical locomotives, which aré used on the roads free
from gas because they are much cheaper to operate
than the compressed air engines employed in the fiery
parts of the mines.

Both at the bottom and top of the shafts new auto-
matic devices for loading and unloading the cages were
rapidly and generally installed, and this, in the
aggregate, has eliminated a vast amount of the physical
labour of pushing and pulling the tubs. At the pithead
the aim is to cut out'all labour for the movement of the
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coal from cage to screens, except that required for the
electrical control of the automatic plant.

Improved screening and grading machinery ; new
or modernised washeries, in which output is increased
from 50 to 70 ;Kr cent. with the same or less labour ;
new labour-saving and fucl and stcam economising
plant for clectrical and compressed air production ;
and modcrnised eidgigecring and repair shops, are
other outstanding featuges of a technical reconstruction
which <mpresses the visitor by its thoroughress and the
purposeful encrgy with which it has been carried out.

Some of the collicrics which have been opened during
the last few years in the new Brmsll field of South
Yorkshire and North Notts are superlor as coal-
producmg eaterprises to the best of the Ruhr mines,
owing to the line quality of the coal, the thickness of
the seams, and the excellent equipment ; but the dis-
tinction to be drawnbetween the Bptish and the
German industry as a whole is that.in the Ruhr the
average is very near to the best, while in Great Britain
it is very much below it. To express it in another way,
it is impossible to find {n Germany anything com-
parable to she contrast between the new or modernised
mines in Yorkshire, Notts, South Wales, and Durham,
and the hundréds of old, small, badly equipped, and
deplorably uneconomic pits to be found in all the older
coalfields of Britain. The difference between the
industry in the two countries, in this respect, was very
great, even before the war. Now, after rationalisation,
it is about as wide as it could possibly be.

On the “ coal-using ” side of the industry, rational-
isation was equally comprehensive and energetically
pushed forward. In this sphere, ‘domparisonwith the
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British industry is hardly possible. During the past two
or three ycars several British collicry companies have
extended thcir activitics to the point of sclling electrical
current and surplus gas to neighbouring, pubhc under-
takings, and one or two §iave for a dong time been
engaged in profitable by-product and chemical under-
takings. These isolated instances of enterprise, however,
only bring into greater prominenge the fact that the
Westphalian coal industry is enflrely organiscd on these
lines wherever coking coal is available. In the majority
of British cdalfields the mines arc usually cquipped for
coal-getting only. Where there are coking and by-
product plants, or arrangements for sclling surplus
gas, the revenue is nqt, as a rule, reckoned in the colliery
accounts, which are taken as the basis of the zalcala-
tions for wage-fixing purposes. These enlcrprises are
run by subsidiary or separate companies.

In the Ruhr, on the contrary, almost every mine now
left in produc;pn might be dedcribed as a_huge ¢oal-
using factory as well as a coakgetting undertaking, and
all the associated coking, by-product, and power
enterprises are regarded as an integral part of the coal
industry. The head chemist and the chief engineer
share fully with the mne director the status’of control
and the responsibility for the progress,and success of
the enterprise as a whole. The Ruhr companies, indeed,
are coming to look more and more to the revenue from
these ceal-using activities—coking, the production of
raw materials and yaluable * intermediates >’ for the
chemical industries, direct association with publc
electrical supply undertakings, and the co-operative
sale of surplus gas and steam for public services—as the
most stable source of their profits.
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To these undertakings, during the process of ration-
alisation, they applied, as in the mines, the principle
of concentration of production in the most efficient
plants. The s¢rapping of coke oven and by product
plants, which were ultra-mpdcm by comparison with
the majority still in use in the British coalfields, has
taken place on a gigantic scale. Intensive technical
research, carried on by the great Amgrican and German
coke oven manufattuters since the war, produced
notable improvements* affecting labour-saving, the
time occupied by coking, the capacity of th€ ovens and
daily output, the general efficiency of the plant, and
the quahty of the product.

The savings in cost were so grgat that the replacc-.
mert ofplant installed only two or three ygars earlier
was undertakgn at many of the collicries—especially
at those belonging to the Steel Trust, Krupps, and other
combined coal and steel companies. The economic and
competitive, effect of Yhis developmept was tersely
described at the®end of 1927 by the fianager of one of
the few up-to-date plants in Great Britain—Mr. A. H.
Middleton, of the Consett Iron Co. Ltd.

After a referenct to thesGerman rcbuilding ‘‘ on the
most up-td-date lines, with every conceivable labour-
saving device,” he added :

“The total labour cost of these plants, when
complete, will be 10d. to 114. per ton of coke produced.

. Contrast this activity with the position at home,
where only three or four new plants have been built
in the last three years, and probably less are being
built at present. Yet the great majority of plants in
.this country are obsolete from a money-making
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point of view, because of their high labour costs.
The average total labour cost, from coal going in to
all products coming out, is 5s. per ton of coke pro-
duced, compared with the 10d. or r'id. previously
mentioned for the new German plants. . . . It is
obvious that the ownecrs of these obsolete, or in-
efficient, plants will very soon have to rebuild them
or they will be forced out ofibuiness. They will be
unable to compete in the export market, and will,
to a verv large extent, lose the home market by
forcing the iron and steel maker out of business, or by
compelling him to import coke, as he certainly
cannot, on the top of his other disadvantages, afford
to pay for his coke this extra 4s. more than his
EEY

Continental competitors.” ! ,

The fact that between 19273 and 1928 millions of
pounds were spuzt on new coking plaats irdicates the
scale on which rationalisation was undertaken in this
branch of the industry. Both old and comparatively
modern plants were scrapped, and the new ones were
built in smaller numbers to give a larger coacentrated
output at the most economical ¢entres. From the pub-
lished technical information about the latest plants,
opened in the spring of 1928, one gathers that, whereas
before the war a typical group of ovens would produce
between 700 and 800 tons of coke a day, with thirty
or forty workers engaged on each shift, a daily output
of from 1,700 to 1,800 tons is now obtained from fewer
ovens, which are much higher, narrower, and coke

3 The Iron and Coal Trade§ Review, Diamond Jubilee Issue, December
1927, Pp. 7345.
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more rapidly. The electrical mechanism is so complete
that only five workers are engaged on each shift for
all the operations, from the bunkering of the coal and
filling the ovens to loadirg the coke into railway
waggons.

The fiftcen workers engaged on the three shifts are
thus able, solely by controlling machines and conveyors,
to perform all the op~rations nccessary in, say, 120
ovens, for producing and disposing of 600,000 tons of
coke w year. It is obvious from this that wages are
almost a negligible factor in reckoning costs of pro-
duction. No further evidence is necded to support the
finding of a Commission of Investigation, to which
further reference is made shortly, that the net profit
on the modcrn coking and by-product plants is 4s. 6d.
per ton of coke produced.

From one of these latest combined plants there is a
daily yield of 8o tons of tar, 27 tons of sulphate of
ammonia, 20 tc.as of benzol, and suff.ient gas to heat
the ovens and leave a surplus of 14,000,000 cubic feet
to be sold or used for other purposcs. The ovens are so
constructed that 1s the demand for gas for the long-
distance public service supplies, and for the fixation
of nitrogen by a new process, gradually increases, they
can be heated vy producer gas from lowest grade coal,
with the result that a2 maximum quantity of 24,000,000
cubic feet of the more valuable coke oven gas would
be available each day for sale or utilisation.  ~

The first development of a long-distance gas supply
through high-pressure mains took place before the
war, and by 1926 the main pipe line, supplied from
huge containers placed at convenient centres, had been
extended for a hundred miles in a devicus course

48



COALFIELD RECONSTRUCTION

through the Westphalian and Rhirfeland towns. This
surplus gas could be sold to the public supply under-
takings at much less than the cost of producing town
gas, so that, beginning wish contracts for quantitics
to supplement the local output, there had been a
gradual scrapping of the isolated gasworks in many
towns.

In 1926, as part of the ratignafsation plans, the
whole of the colliery concerns in the Westphalian
Syndicate fcrmed a company, known as the A.G. fur
Kohlenverwertung (Coal Utilisation Company), with
the object of arranging contracts to extend these long-
distarice services over a large part of Germany, and to
oérganise research to discover new scientific methods of
using coal drid increasing the revenue of the industry.

An estimate generally accepted by experts showed.
that the total amount of surplus coke oven gas avail-
able annually was about 8,000,900,000 cubic metres,
or 290,000,000,08% cubic feet. Very strogg opposition
was manifested in many towns (including Berlin, which
it was proposed to includc in the scheme) on the ground
that an impregnable monopoly would be created if
the plans of the company were realised. Against this
it was argued that such a vast concern, controlling a
public necessity so important, would b¢ amenable to
the most drastic State control if its policy were against
the public interest. Another factor which influenced
opinion In favour of the scheme was the close associa-
tion between the company and the R.W.E.—the great
Rhineland-Westphalian electricity concern, which pos-
sessed the wayleave rights to be used by the gas supply
concern within the R.W.E. territory—and the pos-
sibility of jthe develcpment of the Coal Utilisatiod
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Company into a semi-socialised corporation, on the
lines of the R.W.E., with State, municipalities, and
industry owning the capital jointly, was not lost sight of.

During 1927 the opposition was overcome in certain
districts, and the construction of some of the new long-
distance mains was put in hand. A contract with the
city of Hanover opened the way for the construction of
a linc to that city, a distance of 13b miles, and for the
offer of supplics on favourable terms to the intervening
towr; and villages. The ultimate aim in this direction
is the extension of the main to Berlin and the Central
German citics, with branch lines to Hamburg, Bremen
and the northern centres.

An example of the terms of sale, and of the advan-
tages offered to the gas companies or municipal under-
takings, is atforded by a contract entered into by the
town of Buer for a period of fifteen years to take a
minimum supply of 150,000,000 cubic fect a year,
rising to a m~ximum of 350,000,0” v, from the coke
ovens of the Recklinghausen Colliery Company,
which is a member of the Coal Utilisation Company.
The cost of producing town gas in Buer at the time of
the signing of the contract was, roughly, 1s. 5d. per
thousand cubic fect. The contract price was 10d. for
ordinary purposes, and g}d. for strecet lighting. In this
town the gasworks are to be kept in operation for the
present, the coke oven gas being supplementary, and
the cost of delivering it to the gasworks is borne by the
colliery undertaking. On the one hand, the town will
save over £4,000 a year at the beginning, and about
£10,000 when the maximum supply is taken. On the
other, the revenuc of the colliery company will be
substantially increased. When tais mutual advantage
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is considered in relation to the magnitude of the gas
supply service as a whole, the full benefit of this phase
of rationalisation may be realiscd.

Experiments are also being made in connection with
a scheme for long-distance hcating by steam forced at
high pressure through lcak-proof pipes either from
sources of waste stcam or from central installations

where it can be preduced very cheegply. By this means
it has become possible for large bm]'dmgs in the towns,
especially sych public institutions as hospitals, schools,
museums, art galleries, and municipal buildings, to be
heated at very low cost, and witholt labour.

It might be thought that the diminution in coal
consumption resulting from these services would be re-
garded by she colliery ownecrs as against their interesfs,
but the Ruhr owhers and mfanagers have tonvinced,
themselves that in any* event fucl economies will be
sought in every p0531blc directior}, and that their wisest
possible course itxto adapt the coal industry as speedily
as possible to these new cohditions. In’ the future,
profits will be looked for less from coal producing and
more from the extension of its scicntif.ic use, and from
all the products which i in the bast have gone, to waste
in prodigious quantmes .

From this point of view it is better to gain revenue
from the sale of surplus products that would otherwise be
wasted, and to produce only the amount of coal that
can be titilised with the maximum cconomy. In the
pursuance of this general policy the Westphalian
Syndicate has resolved to aid in every way the develop-
ment of fuel economy boilers throughout German
industry. It has gone so far as to send its own fuel
technologisfs to the warks of its customers to study the
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boiler plants, to give advice as to the most suitable
kind of coal to use, and to arrange that the agents
of the Syndicate supply this coal. Apart from the
conviction thatindustrial waste cannot be justified under
any circumstances, this p()Lfcy is also determined by the
expectation that in the long run savings in the cost of
fuel will tend to increase the demand for coal by the
stimulus given tc. all kinds of miscellaneous trades.
This is an aspcct of the question of the rationalisation
of the “ basic indusfrics,” which will be discussed
further in the chapter dealing with gencral results and
the effect of rationalisation on the community as a
whole. :

The new process for the fixation of nitrogen from
cuke oven gas, registered under the name ef the Con-
,cordia-Lingc patents, first experimented with by the
Concordia Company for a uumber of years, and
recently by the Mont Cenis Company, brought about
an ‘important _extension of the scirntific industrial
activitics of “the Ruhr tollicry owners in the early
months of 1928.

Over twenty concerns, including the Stcel Trust
and Krupps, have combBined to form a new company,
supportec? by an Amecrican loan of £800,000, for the
exploitation of the process. It is cstimated that if all
the coke oven gas available in the Ruhr were used for
nitrogen production, a large part of the present world
demand could be met, and the process is siated to
be cheaper than that employed by the Chemical Trust
at the Leuna works. The beginning will be on a modest
scale, however, with one plant with an annual capacity
of 18,000 tons of nitrogen. The possible effect of this
development in accelerating a movement for the closer
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association of the three great industries—coal, iron
and steel, and chemicals—is discussed in a later chapter.

In a non-technical book, written for the general
reader, one must pass over f'arious other developments
of less importance in the field of research and fuel
utilisation in the Ruhr which have a particular interest
for the industrial chemist and the engineer.

These activities do not belongsteictly to the process
of rationalisation, but they arge essential as supple-
mentary measurcs if the full harvest of gains is to be
reaped. They could not be cxtendeg, as they are being
at the present time in the Ruhr, except in an industry
which, through technical reorganisation and the
‘capacity of its contrdllers for co-operative action, had
attained t a very, high standard of cfficiency in all its
productive branches. The same comment might be
made on the commercial policy evolved by the West-
phalian Syndicate. The closerecombination and. co-
operation amonj the colliery comparigs, Which has
made such a comprehensive process of rationalisation
of production possible, has removed some of the more
serious difficulties with which the Syndicate had to
contend in the earlier days, when the corposate spirit
was not so fully developed throughout the industry.

Since the war, therefore, the dirkctors of the
Syndicate have been able to exercise a much more
effectivg control over the sale of coal, and especially
over its preparation for the market. Rarely, indeed, is
the charge seriously made in Germany that the
general policy of the Syndicate has been anti-social, or
against the interests of consumers. The stabilisation of
prices has been consistently a guiding principle for
thirty yeams, and thi® has enabled industrial users to
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plan ahead with @n assurance that fuel prices would
not be arbitrarily changed from time to time.

The post-war policy, designed to support in every
possible way the efforts tg increase the revenue and
profits of the rationalised industry, has prompted
strenuous efforts to meet the wishes of all classes of
customers, and to overcome the disadvantage of
inferior qualities 6y, caal, as comparéd with the British,
by analysis, classificatipn, and blending. In the spacious
laboratories in the Syndicate building at Essen a staff
of highly qualified fuel technologists and chemists is
constantly engaged on work of this kind, and in the
investigation of complaints from customers. Whehnever
it is required, coal is sold under Specification, and the
power of the Syndicate is now so well estaBlished that
the instructions of the directors responsible for liaison
between the Syndicate and the minc managements
are carried out implicikly.
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CHAPTER II

THE FIRST RERSULTS

We can now turn to an examination of the first
effects of the rationalisation process that has just been
described, but in doing this one should keep steadily
in mind the conditiops of acute crisis at the starting-
point. From the time when the effects of the inflation
began to be serious in 1920, unttil a year aftecr4he end of
the French occupation«of the Ruhr, the industries of
Westphalia were in such a prgcarious position that
only a small accentuation of the difficultjes might
have plunged them into the*abyss of ruin. There is
a wide-spread belief in other countries that all the re-
equipment was accomplished during the inflation
period, and that, by the casy fedemption of mortgages
and other obligations by payment in paper marks,
the heavy industrics particularly gaingd very great
advantages.

This is truc up to a point, but these advantages
were submerged in the tide of adverse circumstances
created by the bad, trade and gencral impoverish-
ment of the whole country ; the enforced stoppage
of the industries for ncarly a year while the French
made their futile cffort to establish economic and
industrial, as well _as military, domination over
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Westphalia ; and, the disappearance of all liquid
capital resources in the final catastrophic stages of
the inflation.

After the return to gold basis prices and the adoption
of the rentenmark currency the industries were placed
in a position of the greatest difficulty by rcason of the
financial stringency. During the inflation the national
banks, directed fyom Berlin, had recessarily assumed
a dominant positibn,‘ and the industrial banks, with
which the combines artd cartels of Westphalia had been
interlocked before the war, could no longcr finance the
industries. The price for accommodation in Berlin went
up to 12 or 14 per cent. This was an impossible burden
for the industries to carry, and i{ was not until ample
su'pplies of American capital at a much lower rate of
interest wcre available «hat a start on the road to
recovery was possible. At this stage the only alternatives
were bankruptcy or, reconstruction by means of
borfowed .money.

Meanwhilc"the wholet of the workmg population of
the Ruhr was living in a miserable state of poverty.
From 1919 to 1922 food supplics were inadcquatc and
wages were much below the pre-war standard in pur-
chasing powcr This condition grew even worse during
the occupatiopn. Wages were paid by the Government
by the accelerated use of the printing machine, but
sometimes the notes went astray, or were scized by the
military, and in any event wages paid at a week-end
would probably be only half the pominal value if kept
until the Monday. For a period after the return to a
gold basis of prices the suffering of the working-class
families was acute. This happened before the inflation
was stopped, and while prices advanced rapidly the
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value of earnings continued to fall, Crowds of hungry
men and women gathered round the provision- and
meat-shop windows during this period, commenting
angrily on the new prices which it was impossible to
pay. After a time, of coflrsc, wages were more or
less adjusted to the new prices and the new currency,
but, as we have alrcady noted, tt.c purchasing
value of earnings at this time was far below that
of 1913. '.

In judging, therefore, the vatue of the first fruits of
rationalisation of the coal industry, and of the iron and
steel industry which is dealt with m the next chapter,
we have to stress this chaotic situation of financial
difficulty, inadequate demand for coal, high produc-
tion costs in spite of low wages, and the povcrty-strlck-sa-
state of the workers. . R

The effect of rationalisation on cmpl()ymcnt naturally
takes prcccdcnce of all othcrs in the minds of the
workers in Great Britain. Hencé, many readers will no
doubt have been asking impnticntly : Fiow many men
were displaced, and what happened to them ? How can
rationalisation be justified if it throws men on the scrap
heap ? These questions can ¢nly be*answered fully in
relation to the wider®cconomic and industrial issues
raised by this particular form of rcorganisation. An
attempt will be made to do this in a later chapter,
for the questions are certainly of predominant interest,
and it'is obvious that the attitude of the workers
and the trade uniops will be determined mainly by the
reactions of rationalisation on the labour problem
generally.

Here we note only the more important of the wider
considerations which arise in this connection.
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(1) The wages, hours of work, and general con-
ditions of those who are left in the rationalised
industries.

(2) The effect of lowergproduction costs and prices
in stimulating other trades and industries, so creating
a wider labour market and making possible a gradual
absorption of the displaced workers

(3) And the stdtug of the workers in the big-scale
productive organisdtions necessary for effective
rationalisation.

These are all of the highest importance, and must be
discussed together after the adaptation of the ration-

cdisation process to other industries and its, effect on

production.‘jave been described. For the moment,
therefore, it will be more convenient to continue our
record.

The extent to which' displacement gf labour occurs
will dcpcnd orf”the circurtistances of cach industry. In
the Ruhr coalficld, where, as in Great Britain during
the same period, the number of workers in the mines
up to 1924 had ‘been ihcreased by a mingling of
demobilis®d men with those wio had been drawn to
the mines from other occupations during the war,
the number displaced was bound to be large, having
regard to the growth in productive capacity of the
industry as a whole and the decline in demand for
coal.

Another factor is the duration of the dlsplacemcnt
If a permanent contraction of an industry is called for
the surplus workers must be maintained until they can
be absorbed into other trades, or geabsorbed gradually
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into the rationalised industry by such means as the
raising of the age of youths entcring it, and the pen-
sioning of the older workers. If, on the other hand,
contraction is temporary, jp create the conditions for
restored economic health, and to provide a new basis
of organisation for subscquent expansion, as in the case
of the German steel and che}inical industries, the
reabsorption will “take place mpidfy, and the total
number of workers in the indu.str;' will ultimately be
increased. « . .

As was shown in the table on page 35, the total
number of Ruhr mine workers increased from 397,000
in 1913 to a maximum of 553,000 in 1922. Then there
was a fall to 463,000 in 1924. As the measures for the
concentration of production by the closing of inefficietit
or costly mines and scams were put into op.ration, there
was a further steady decline to 396,000 in Deccmber
1925, and to 355,000 in May 1926, when the British
stoppage began. . -

Production then expanded to meet the larger export
demand, and the number of workers rose to 415,000 in
the early part of 1927, and to 418,009 by March of that
year. This was the high-water mark. The labqur-saving
re-equipment and general mechanisation of the mines
was continued, the high profits from export trade
during the British stoppage having augmented the funds
available for this purpose. In consequence, although the
total production for 1927 was higher than that for 1926,
and the monthly output in the closing months of the
year was as great as at the beginning, the number of
workers fell again to 400,000 in October and 398,000
in December.

Thus, there was o total displacement of no fewer
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than 198,000 workers between 1922 and May 1926 ; of
108,000 between 1924 and 1926 ; and of 41,000 in the
first five months of 1926. The subsequent increase
left the number of workersgin the mines at the end of
1927 1,000 morc than in 1913 and 155,000 less than
in 1922.

The cffect s profpiortionately severe on the technical
and administratiMe officials. These Were not spared in
the throes of the cnsls any more than the manual
workers, as is shown by the following table of the
number cmployed

1922 28,800
1924 %4.700
1925 (January) 27,500
1925 (October] 24,550
1926 (April) 23,100
1927 (August) 23,500

No exact information is available to show what
happened to the workers who were not taken back into
the industry duripg the latter part of 1926. A general
revival of trade set in during 1925, and the impetus
given to certain industrics—notably machine-making
and building=-by thc reorganisation, re-equipment,
and clectrification which was going on all over Ger-
many, created a demand for labour, as will be seen
later when the general unemployment position during
this period is examined. The samc causes reacted
favourably on agriculture, which, aided by the abun-
dant supply of chcap synthetic fertilisers from the new
factorics of the rationalised Chemical Trust, began to
enjoy a moderate boom. Somes of the Rauhr mine
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workers went into the reviving town industries in other
parts of Germany. Others who had come from the land
to the mines rcturned to the farms, and many went
into the building trade.

Those who remained unemployed received the
special benefit, or ** dole,” from the Government funds
mentioned in the introductionf The State benefit
ranged from about 12s5. a week, for . single man to a
maximum of 27s. for a marricd man with family, as
compared with a possible 855" or so from full-time
wages at the period. These payments were continued
for one year, if necessary, and, if “the recipient was
still unemployed at the end of the year, he received
ordinary town relicf; comparable to the British poor
law rcliefs Owing to the heavy burden during this
period of crisis the Goveriment made a contribu-
tion to enable the wiban authoritics to meet this
obligation. .

The removal of ““ surplus **workers from an industry
by rationalisation proved in Germany to be the only
painful consequence from a human point of view, and,
as will be seen later, the general revival of trade hmxtcd
the duration of this cvil cffect.

When we turn to the cconomic side we discover
results which may be justly decribed as remarkable,
and they offer a partial explanation of the phenomenal
change’in the condition of the German people during
the past three years. Keeping to the coal industry for
the present, we will first take the figures which indicate
most clcarly the effect of reorganisation on production
and labour costs. Variations in aggregate output may
mean much or littlg, according to the number of
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workers engaged. Variations of individual output give
a reasonably accurate index of the effect of specific
causes.

The great decrease in the individual output of the
various classes of mine workers during the period of
extreme paverty and low wages—1920-2—has already
been noted o page |36, as well as the fact that the
average 1924 omput‘ was below that of 1913. Early
in 1925 the 1913 ‘standard was exceeded, although
sincec1924 the underground shift had. been reduced to
eight hours bank to bank, as compared with eight and a
half hours bank td bank before the war. This new
working time is roughly half an hour less than the
British shift, which is eight houts plus one winding
Wme. In comparing output after rationafisation in
Germany, .hercforc, the*fact that the daily working
time underground is less by half an hour than bcfore
the war cannot be qyer-stressed. In the Ruhr, the
individuaLloutput has bcen increased by rcorgamsatlon
and mechanisation, contbined with a reduction in
working time, to a greater extent than in Great Britain
by the extension of working time by one hour for the
majority of the men employed.

In the whole of the British mines the average output
of saleable coal per man per day, taking all under-
ground and surface workers, was 17.70 cwts. for the
year ending June 1925, when the shift was seven hours
plus one winding time. This output rose by Dctember
1927, with the eight hour shift,.to 20.82 cwts., an
increase of 17.7 per cent. The comparable increase
in the Ruhr mines was from 18.6 cwts. in 1925
to 22.65 cwts. at the end of December 1927, or 21.8
per cent.
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The full development in the Ruhe is seen at a glance
in the following table.

OUTPUT PER MAN PER SHIFT

Hewers and All Urderground .;zﬁ Z‘;‘;ﬂg:z)w
Assistant Hewers Wahers @ Ground
. p; oun
Period ‘cwts. Quis. cwts.
1925 37 23 ° 18.6
1926 (January) 40.6 €5.6 20.7
1927 (January) 42.5 27.0 22.4*

Note.—There was little variation throuéhout 1927.

These figurcs, with those on page 36, glve the follow-
ing percentage increases :

;

HEwWERs AND AssisTANT HEWERS

t
January 1927 over 1913 . . 23.5%
January 1927 over 1924 . . 24.6%
January 1927 over 1925 . . 15%

ALL UNDERGROUND WORKERS
January 1927 over 1913 . . 18.4%
Januarv 1927 over 1924 ., . 27.4%
January 1927 over 1925 . . 17.4%

ArLL WORKERS ABOVE AND BELow GROUND
January 1927 over 1913 . . 20.4%
January 1927 over 1924 . . 33%

January 1927 over 1925 . . 20 4%
December 1927 over 1925 . 21.8%

Note.—The lower percentage increase for hewers and under-
ground workers generally, January 1927 over 1925, is due to the
fact that the.effect of reosganisation was first realised at the coal
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face, so that by the later part of 1925 the output of these workers
was already well above the 1913 level. Modernisation at the
surface took longer to accomplish. The 1925 output was therefore
raised only to the pre-war standard. Subsequently, the number of
surface workers in proportiop to underground workers was
reduced by the installaton of labour-saving devices, and the
average outp'it showed a greater percentage increase over 1925.
—

The producti&].ﬁgures for hewers alone are suf-
ficiently interesting to merit scparatc attention. The
aversge per day in 1913 was 36.2 cwts. This had risen
to 37.4 cwts. in 1924, after a serious decline in the
period 1920-2, and the ayvcrage for 1925 gave a further
rise to 41 cwts. Towards the end of 1925 the amount
was 43.2 cwts,, and from that tirtie there was a steady
advance tojust under 48 cwts. at the b(gmnﬁug of 1927.

Thus, the 1927 output was just ‘over 31 per cent.
greater than in 1913, despite the reduction of half an
hour in the daily werking time. The increase over
1924 wa»27 pcr cent,

It is necessary to take careful note of these figures, if
the full effects of rationalisation are to be compre-
hended. The rgmarkable increasc in the hewers’
output rgveals impressively the result of the provision
of mechanical aids at the coal face, and particularly
of the policy uf concentrating production in the best
mines and the best seams in those mines. The net gains
from the whole process of modifyi ing and modermsmg
the productive apparatus are scen in the increase in
average individual output when ¢the total number of
workers is taken into account.

The value of a comparison of the total coal produc-
tion of the industry as a means of estimating the
advantages of rationalisation is lesscned by the fact that
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the British stoppage created an abnormal situation,
from which the Ruhr colliery companies would have
profited in any event. The utmost that can be claimed
for the heavy productlon and increased export sales
of 1926, therefore, is that the lower production costs
already achieved increased the export trgde profits
from which the later re-equipmeht w8 financed. It
was proved during’ this period ¢ at the purpose of
ranonahsatlon, as the Ruhr companies conccived it,
was the economic regulation of proddction to reduce cpsts,
not the restriction of output to create 2 shortage, and to
maintain prices at a profitable level whatever the
production costs might be. As the demand went up the
Syndicate quota percentages were increased, and out-
put was quickly adjusted to the necds, the reserve
working districts afd seams belng rcopened 8 occasion,
arose. The Statc-controlled home prices remained
unchanged while export prices sogred.

We have already seen that the 1924 production—
94,000,000 tons—was 20,000, 060 below 1913. Reference
has also been made to the growing difficulties that beset
the industry in the early months of 1925, when short-
time working was finally abandoned as an unegonomic
method of meeting the reduced demand, and when the
policy of rationalisation was adopted. »

By the middle of that year the first cffects of the new
policy were perceptible, and from this time there was
a gradual improvement, which continued, notwith-
standing the keen price-cutting competition set up in
the export market by the British owners and exporters
during the subsidy period from July 1925 to the
beginning of the 1926 stoppage. The lower costs
resulting from the ingreased individual output and-
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other economies enabled the Ruhr Syndicate not only
to maintain unchanged the inland prices, which had
been heavily reduced with the object of stimulating the
home demand, but to meet the intensified British
competition, which forced down the export prices by
several shillings a ton.

The consequence was that production increased
during the sccond h-If of 1925 to such an extent that
the total for the year was 104,000,000 tons, an advance
of 19,000,000 on 1934. The next year, with a rise to
112,000,000 tons. is removed from any normal com-
parison owing to the effects of the British stoppage.
The export trade had been rising steadily throughout
the later months of 1925 and the early part of 1926.
It is impossible to say definitely whether this would
have continued for the rest of 1926, but the experience
of 1927, when the British price-cutting competition
became still more acute, suggests that the increase of
the Rubr trade would have becn maintained and
extended even if the British subsidy had not been cut
off.

During 1927 the British exports were increased by
only 300,000 tons over 1925, although prices were
reduced in some instances to the pre-war level. The
Ruhr industry by reason of the accumulating economies
attributable directly and entirely to the reorganisation,
was able to face this price reduction, to increase its
export sales, to carry on in the home market despite
two refusals of the National Coa' Council to assent to
an increase in prices, to maintain the shorter working
shift, and to bear a further increase in wages.

Apart from the few people who had closely studied
the German reorganisation, nobody interested in the
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British industry believed at the beginning of the year
that the Ruhr gains of 1926 could be preserved. It
was confidently cxpected that when the stoppage
period contracts expired there would be a slump in the
Ruhr exports. Even in the summer months, however,
the decline was not very great, ang the outwut for the
last four months of the year wap onlf 400,000 tons
less than that of thé first four metiths. These monthly
totals were as follows :

» »

Tons ’ Tons
January 10,289,000 September 9,693,000
February 9,826.(300 October 9,987,000
March | 10,870,000 November 9,813,000
April 9,130,000 Necember 10$200,000
Total 40,115,000 39,693,000

The total output for 1927 “reached the astonishing
figure of 118,000,000 tons. This was 6,000,000 in excess
of 1926, 14,000,000 over 1925, and, 4,000,000 over
1913.

The export for the year amounted to 29,000, ooo tons
excluding reparations deliveries. This was 4,000,000
tons less than in 1926, when British exports ceased for
six months, but nearly 15,000,000 more than in 1925,
22,000,000 more than in 1924, and 5,000,000 more than
the Syndicate export eales in 1913.

These results compare with a British output for
1927 of 255,000,000 tons, which was 32,000,000 less
than in 1913, and 14,000,000 less than the average for
1909-13. There was a, gain of 11,000,000 over 1925,
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a year of extremely bad trade and resulting crisis which
was postponed by the grant of the £20,000,000 subsidy.
The British exports for 1927, despite the desperate cuts
in prices, amounted to 51,000,000 tons, which was
22,000,000 tons lower than in 1913, and 13,000,000
tons lower than in 1911 and 1912.

When we e%amir}= the figures relating to stocks of
coal on hand, and Eme lost owing to bad trade, we
discover equally arrestmg evidence of the gams from
ratienalisation. The' peak tonnage, of stocks in the
Ruhr was reacheq in June 1925, when there remained
at the mines and in the hands of the Syndicate just
under nine and a half million tons. The gradual
improvement in trade alrcady ntted in the later part
of 1925 made it possible to reduce this by about a
million tons, and durmg the stoppage the greater part
of the remainder, consisting mostly of low grade coal
and.coke, was sold. »

The ¢otal amount he¢ld at the mines and by the
Syndicate at the beginning of January -1927 was
1,453,000 tons. The new method of concentrated
production enabled the mine managers to exercise a
stricter <ontrol over output, and the accumulation of
excessive stocks was prevented so effectively that the
total did not exceed 2,000,000 tons in the summer
season.

The amount of short-time working due to bad trade
gradually decreased during 1925, as the effect of closing
mines and seams made itself fcltr There was a sudden
and heavy increase in March 1926, due to exceptional
causes, and this was followed by an equally sudden and
extensive fall. Then came the abnormal period of the
British stoppage, and the effectsof this was perceptible
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until March 1927. In January 192y there were only
1,600 idle manshifts. There was a rise to 84,000 in
March, and to 236,000 in April, this being equal to a
loss of just'over half a shift during the month for each
worker employed. The loss Of time fluctuated for the
rest of the year, and in the closing nonths it,was equal
to a quarter of a shift pcr month pep worker. This
compares with an dverage loss ofabout five shifts per
man per month in Great Britain at the same period.

[ 4

This regularity of employment has to be borne in
mind-in estimating the value of wage rates. The stan-
dard of life a worker may maintain is not indicated
solely by the fixed daily rate to which he may be
entitled, but also By the number of days per week he is.
employed month in and month out. The nominal
advantage of the higher British ywage rates has been
nullified to a serious extent by the low earnings, due to
short time, of hundreds of thousands of the mine workers.

The present wages of the German workers have to
be valued in relation both to the pre-war standard and
to the rates paid during the period of acute cgisis just
before the rationalisation process began. Ruhr wage
statistics are not complicated to the sase cxtent as
British figures by a multiplicity of rates and wide varia-
tions between the carnings of picceworkers and day-
wage workers. A statement of the average earnings for
all classes of workersy thercfore, gives a more accurate
view of the position of the two categories than it does
in Great Britain, where an average of 10s. a day may
mean 20s. for some hewers, and 8s. for a much more
numerous class of dayswage men.
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The minimum for adult workers in the Ruhr in the
later part of 1927 was 7s. 10d. a shift, and the hewer’s
average rate was about gs. To these rates are added
small amounts for family allowances—known in
Germany as the “social’ wage ”—and an extra pay-
ment for time worked over eight hours by surface men.
In specially fadquralle circumstances a hewer may earn
up to eleven or twelVe shillings a dhy on piece work.

From this it will be seen that the following table of
actual average earnings gives a broadly accurate idea
of the financial cgnditions of the great majority of the
Ruhr mine workers, up to the wage movement of 1928,
as well as a precise indication of the steady advance
during the period of rationalisation.

.

AVERAGE EARNINGS PER SHIFT

¢ All Workers, Above

Hewers and and Below Ground,

Period Agsistant Hewers  including Coke Ovens

and By-Products
s. d. s. d.
1913 6 5% 5 4
1924 (January) 6 2% 5 5%
925 (January) 7 10} 6 9
1926 (January) 8 7 7 6}
1927 (January 9 o} 7 11
1927 (July) 9 si 8 2f

The state of poverty into which the Ruhr workers
had sunk when the mines were reopened after the
French occupation is clearly shown by the earnings at
the beginning of 1924, which for the hewers were
actually less, in gold marks, and for all the workers only
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three halfpence per day more, than the pre-war
earnings. Even at the beginning of, 1925 the  real
wage ”’ of hewers, that is, the earnings reckoned in terms
of cost of living, wasonly 5s., as compared with 6s. 53d.
in 1913.

In the summer of 1927, with cogt of living about 50
per cent. over 1913, the real wage of ghe majority of
the hewers had réached the pr#war level, and the
average earnings of all the workers amounted to 53 per
cent. over 1913.

In all the circumstances this was a rcmarkablc
recovery. Those who have visited Westphalia at inter-
vals since the war have observed the rapid change in
three years in the aspect of the mining towns and the
appearanct and demeanour of the peoplc. Anyone now
visiting the districtfor the first lime would find it almost_
impossible to imagine the destitution, the passive
despair of the womenfolk, the ,gatherings of sullen
workers, and the general appcarance of a desolated
community which impressed a foreign observer through-
out the Ruhr from the end of the war until the begin-
ning of 1925. .

How far a net saving in production <osts can be
gained by rationalisation must depend to a large extent
on the relation between the reduction in labour cost
and the capital charges incurred by the re-equipment
ot plant. Ill-considered expenditure on labour-saving
devices may more than counterbalance the fall in the
wages bill. Some mistakes are inevitable when compre-
hensive reorganisation is taking place at great speed,
but on the whole the gvidence in the Ruhr shows that
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the economies haye been much greater than the new
capital charges. Rising costs in the early part of 1928
were attributed mainly to higher wages, taxes, and
social insurance contributions.

Precise information is nbt available, however, for the
simple reason that wages are fixed by the ordinary
process of bar¥aining, followed by arbitration in the
event of disagrcememt. The empldyers, therefore are
not required to supply such detailed information asis
necessary for the determination of ,wage rates under
the British agreequents, which provide that wages and
profits over a whole coalficld shall have a definite rela-
tion to each other. In the Ruhr the owners’ figures of
labour and other costs arc often challenged by the trade
union leaders.

Itis frccly admittcd, nevertheless; that large savings
have resulted from rationalisation, and the only con-
troversial issue is whether the mine workers’ share has
been too small or too large. In 1925 it was admitted
that between March and November, when the first
cffects of rationalisation were pcrceptlblc, there was an
average saving of about 1s. 2d. in labour costs per ton,
reckoned on the former wage scale. The effect of
increases in wages, however, was to reduce this saving
to less than.one penny, according to statements on
behalf of the owners, and they contended further that
the heavier losses on the export trade, due to the British
price-cutting during the subsidy period, transformed
this small saving into a substantial loss. In 1926 there
was no question that large profits were made, and,
when normal conditions were restored in 1927, there
was no serious complaint of loss until a new wage
increase movement was launched.
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The Harpener Company, the laggest and wealthiest
of the “ pure ™ coal concerns—that is, engaged only in
coal raising, coking, and by-products, and possessing
no iron and steel works—revealed the fact, in connection
with the 1926 results, that tHe total production costs had
fallen on the average from 16s. 84. in 1924 to 13s. 5d.
in 1926 although in the interval thereshad been a very
large increase in wages The cot per ton in 1913 was
10s. 2d. This was an increase of 32 per cent. over 1913
although the increase in wages was round about 50 per
cent. The saving of 3s. 3d. per ton between 1926 and 1924
was achieved in spite of wage increases amounting to
about 45 per cent. The cffect of the further increase in
1927, so far as this company’s operations are concerned,
cannot b& ascertained, as the relevant figuges were not
made public.

This general survey of the effects of ratlonalwatlon
in the coal industry brings us tosthe early part of 1928,
when an acute controversy arosc on the ability of the
industry to withstand a further increase in wages ; and
what appeared to be a difficult situation for industry
generally was created by an award, giving an increase
of 8 per cent. and a_reduction of hours foy surface
workers, which was made binding by the Mlmstry of
Labour. This was followed by a sharp increase in inland
prices for certain classes of coal. Immecdiate reactions
on steel prices and transport costs soon affected the
majority of manufactures.

The German Miners’ Federation, acting in close
association with the pacific ““ Christian * union, decided
to give notice to terminate the wages agreement at the
end of April, and to demand both an increase of 15 per
cent. in wages and a,reduction in working hours. The
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owners, on the oth¢r hand, declared that the increase
of 1927, in conjunction with the heavier losses on export
trade and the growing expenditure on taxes and social
service contributions, had more than counterbalanced
the savings admittedly athieved by rationalisation.
They contended, thegefore, that cither a reduction in
wages or an incAease in the underground working time,
to correspond with thW British eight-hour day plus one
winding time, was necessary if the competitive position
and she output of the Ruhr industry were to be
maintained. N

The inevitable breakdown in negotiations was fol-
lowed by the customary refcrence to a Government
arbitrator in connection with the«Ministry of Labour.
The Minister of Economy also sct up a Comfnission of
five persons, with a limited reference ‘to investigate the
profitability or otherwise of the industry. The discus-
sions at this time werc eharacteristic of the coal industry
in every country. The owners contended that wages
were above the 1913 level in purchasing power. The
unions held that this level had not yet been reached.
When the Harpener Company disappointed expectant
shareholders by reducing its dividend for 1927 from
the 8 per cent. paid in 1926 to 6 per cent., while at the
same time placing an unprecedently large amount
to the depreciation fund, after mecting a heavy
expenditure on re-equipment out of revenue, its
action was widely ascribed to ‘ social-political *’
motives, with the object of impressing the Government
and the arbitrator with the case against an increase in
wages.

On the surface, the balance sheets of this company
and of other important groups, including the Steel
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Trust, gave no indication that thg industry generally
was unprofitable, apart from a number of ““ boundary
line  collieries which were not able to engage in the
coking and by-product activities, or which were situated
in the least favourable areas of the older part of the
southern coalfield. .

The accounts dealt with in th ? Stecl Trust balance
sheet and report, "which are ani ¥sed in the chapter
dealing with that industry, do not show separate results
for the collieries and the steelworks. The whole enter-
prise is pooled and regarded as a sclf-contained unit.
The accounts of the Harpener Company, therefore, are
of special importance as revealing the state of affairs
in the more prosperdus part of the coal mdustry alone.
As this concern raiscd ¢ight 1 million tons in 1927, and
as its results were not claimed to be greatly superior to
those of the other important groups, the accounts
may be taken as representatives of a very large pro-
portion of the combined cqal-gctting and coal-using
industry.

The outstanding facts may be briefly summarised.
While the output of 1927 was 80,000, tons higher than
that of 1926, the numbgr of workers fell from 28,000 to
25,000. When increased depreciation had been allowed
for, the net profit was £317,000 as compared with
£414,000 in 1926, after placing to depreciation the huge
sum of £880,000, compared with £580,000 in 1926.
The chief rationalisation work still in progress was
described at the annual meeting, when the chairman,
Dr. Silverberg, one of the best-known German indus-
trialists, vigorously defended the depreciation policy
against the critics. He denied that the company had
adopted a policy of ‘¢ self-financing,” a phrase which
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has become current in Germany to indicate the enlarge-
ment of works out of revenue instead of raising new
capital. He also declared that the year’s income was
not large enough to provide adequate reserves, that
old ideas of depreciation were entirely out of date in
relation to.the cost and shorter life of modern plant,
that tax assessn¥ent in this connection would have to
be revised, and that, Yor a concern like the Harpener,
even 2s. a ton was not enough to reckon as a working
cost o provide for the maintenance of the efficiency
of the plant. He suggested that it was no longer possible
to estimate that buildings would last for twenty-five or
thirty years, and machines for ten or fifteen years. He
visualised a new cra of mechanic# efﬁciency in which
replacement would be a constant necessity, and he
stressed this point by reference to thé fact that over 8o
per cent. of the total output of the company was now
obtained by mechanieal means.

He frankly stated that much of the reconstruction
work of the past year had been financed from the
abnormal profits during the British stoppage, but
against this he set a significant effect of the subsequent
intense vompetition for the retention of the export
market. It has been -explained that the Syndicate’s
losses on export trade are pooled and shared by all the
members in proportion to tonnage raised. This is done
by the payment of a fixed pithead price for each class
of coal whether for home or export sale. The export
loss, together with the normal sclkng expenses, is then
met by a levy on the total tonnage. Dr. Silverberg
stated that the levy, which was mainly attributable
to export losses, had been increased in 1927 over

1926 by 9id. a ton, from 7d. to 1s. 43d. This was
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again raised at the end of May 1928 to 2s. 23d.
per ton.

He did not profcss to see any possibility of relief from
this costly competition, as the effect of giving up the
struggle could only be a ‘reduction of output and
increased unemployment. ’ .

He declared thaj the continuagce of the rationalisa-
tion plans would depend on the gencra] situation, but,
from the facts given later in the mecting, it was clear
that large commitments alrcady entered into camnot
very well be abandoned. Before the €ra of rationalisa-
tion the company was producing coal at twenty-one
shafts, thirteen ha»ing coking and by-product plants.
In three years six shafts had been c]och and the latest
phase of rationalisatioh—th¢ rc-orgamsauon of the
underground workings to economise in transport,
timber and steel supports, and non-productive stone-
cutting work, was making such progress that two more
shafts would be closed within the next two years, and
within five years there would be only eleven instead of
twenty-one in operation. Moreover, several of these
would be new shafts, placed in the .most economical
situation. .

Apart from the i immense savings in the maintenance
of surface works implied by this revolutivhary change,
the rationalisation programme included the reconstruc-
tion of all the coking plants on a concentrated plan.
The wotks already in hand included two of these new
cokeries, one of which will have a daily output capacity
of two thousand tons, and within two or three years the
company will have only four or five of the newest cost-
saving central plants instead of thirteen. So far, this
work has been done without raising new capital, and
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the large amounts,set aside for depreciation suggest
that the whole programme will be carried through on
the same basis.

The Commission reported in April. Dr. Schmalen-
bach, the chairman, and three other members (two
of whom -were clorely associated with employers’
interests) presented 3 majority report, and Dr. Baade,
an expert associated with Labour interests, expressed in
a minority report dissent from the main conclusions of
his colleagues. The question of depreciation, regarded
as a working cost, was the dominant theme of both
reports. The gravity with which the Commission dis-
cussed the issue whether 1s. or 2s. a ton ought to be
written off might well excite a curious interest among
the majority of British mining directors, who are much
more concerned with calculating losses than with such
an issue.

The attention giver to the matter in these reports,
however, does indicate the importance attached in
German industry to prudent finance, and to the need
for maintaining equipment at the highest level of
efficiency. The Commission examined closely the
accounts. of a small number of mines, placed in three
categories, described in relation to prosperity as good,
fair, and bad. This analysis disproves completely the
statement frequently made in this country to the effect
that the German costs other than labour are several
shillings a ton higher than in Great Britain, although it
would not be surprising if this were so, having regard
to the high degree of mechanisation both underground
and at the surface, and to the extensive and costly
surface buildings and equipment which have to be
maintained. In Great Britain labour costs are 68 per
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cent. of the total production expgnses. The German
Commission found that, without depreciation, labour
costs were 56 per cent. of the total, and with deprecia-
tion 50 per cent.

In November 1927, the’average cost per ton of
raising coal at one group of wmines was, without
depreciation, 13s. 84., and the wage cost per ton
7s. 8., while the procecds amounted on the average to
145. 23d. The average wage cost per ton in Great
Britain was 10s. 03d., out of a total of 14s. 10}d. ;The
German cost for stores, timber, powdt, and so on was
3s.6d., as compared with 15. gd. in Great Britain, while
taxes, social insurances, and other services in Germany
cost 2. 7d. per ton, as compared with 2s. 63d. in Great
Britain fot these charges plus salaries, repairs, office
and general expenses, and’ depreciation. Salaries,,
shown separately in the analysis, amounted to 11d.
per ton in Germany. This statement that taxes and
social services are such a heavy burden on the German
industry will no doubt surprisec many people who have
been led to believe that German industry is escaping
with relatively light charges under this head.

The above figures have not been given with the
intention of suggesting a precisc comparison of costs—
which is impossible when conditions vary widely—
but simply to convey a general impression of the pro-
portions of the more important charges, and par-
ticularly of the effect of rationalisation on wage costs
per ton. A detailed study of this point in the report
brings out some highly significant facts. In 1913, with
average earnings per shift of 55. 7d., the labour cost
per ton was 5s. 113d. In January 1925 the earnings
were 6s. 8d., and the Jabour cost 7s. 5d. In December
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1925 wages had ingreased to 7s. 5d., and the wage cost
per ton had dropped to 7s. 2d. In July 1926 the figures
were 7s. 6d. earnings and 6s. 6d. wage cost. In January
1927 they were 7s. 9d. and 6s. 10d. and in December
1927 earnings had risen to 8s. 3d., while the labour
cost per ton was 7s. @d.

From this it will be seen that, if the 1925 ratio of
daily earnings to wake costs per ton had been main-
tained, the labour' cost per ton in 1927 would have
beer gs. 2d. instead of 7s. 2d.,s0 that a saving of about
25. per ton under this head may’be attributed to
rationalisation. The main intercst for British miners in
this comparison lies, however, in the fact that, while
the labour cost per ton in GreateBritain in the latter
part of 1937 was 2s. 10§d. more than the Gérman, the
average earnings per shilt were only 15. 43d. more. If,
thercfore, a comparable saving in the labour cost per
ton were cffected in the British mines through rational-
isation, a substantial incrcase in the daily earnings
would be possible, apart from the advantage of full-
time working for those left in the industry after a
concentration of ,production had taken place.

Attestion has been given to the above figurcs because
of the emphasis laid by the majority of the German
Commissiorr~on their contention that a much larger
amount should be allocated from revenue to deprecia-
tion as a working cost, the definite implication being
that this should have preference over any further
increase in wages. Following an carlier inquiry by
officials of the Ministry of Economy the Ministry had
expressed the opinion that 1s. 3d. a ton was a reasonable
amount to allow for depreciation. The Commission
majority declared firmly that thig was too low, and that,
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taking the average conditions into’ consideration, the
allocation should be not less than 1s. 9d. The main
argument in support of this contention was the same
as that used by Dr. Silverberg ; that modern plant,
apart from being more costly, wuuld need replacing
more frequently if full efficiency wére to be maintained.

The Commission had to face the fact that, in practice,
many of the companies had been in the habit of writing
off even less than 1s. a ton, and had still managcd,
somehow or other, to carry through important im-
provements in equipment, and meet at least part of
the cost out of revenue. The majority declared, never-
theless, that this was bad practice, and that if a sound
financial principle were adopted the amount written
off would be substantially increased. By the same
reasoning the profits shown by these companies in 1926
and 1927 wcere held to be unjustified. On the other
hand, the amount written off by several of the more
important groups, exceeding 2s. in one or two instances,
was admitted to be superabundant.

The gcncral opinion of the majority was contested
with equal vigour by Dr. Baade, the niinority mcmbcr,
who argued that 1s. 1d. per ton was an ample “allow-
ance to preserve the property at its existing value,
which he declared, was the only legitimate function
of depreciation. If the object was to replace the existing
equipment by more costly works and plant, or to extend
the works, there should be an increase in capital by the
ordinary means to cover the margin between the
actual cost and the provision for legitimate deprecia-
tion.

The application of these respective views to the
financial position of the colliery groups whose accounts
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were investigated resulted in the following conclusions,
which should be related to the serious situation in 1924,
when very heavy losses were recorded, for the most
part on the basis of the depreciation allowances which
the Commission ma‘ority held to be inadequate.

Taking the average of all the accounts the majority
found that, when depreciation was allowed for at the
rate of 1s. gd. a ton, there was a net loss on coal-getting
of 1s5. 3d. The nct profit of 4s. 6d. per ton of coke
produced, reckoning the cost of the ~oking coal at the
pithead prices fixed by the Syndicate, worked out at
114d. per ton for all the saleable coal raised, and the
profits on the briquetting works averaged just under one
halfpenny on the total output. With these profits
brought into the accounts, thercfore, a net loss of 3d.
per ton was arrived at.

Dr. Baade, on the other hand, found that, after
taking the coking, by-products, and other profits into
account, and before allowing for depreciation, there
was a profit of 1s. 7}d. per ton. After allowing 1s. 1d.
for depreciation there remained an average net profit
of 63d. He expressed the opinion that the position of
the “ H()undary line > collieries should not determine
wage or pnce policy, and that neither an endurable
increase in prices nor the arrest of wage development
could place these mines on a sound profitable basis.
The solution of the problem, so far as these mines were
concerned, was the continuance of rationalisation and
of absorption and closing down, so that the under-
ground workings could be re-arranged and exploited
to better advantage.

Having regard to these two reports, general astonish-
ment was expressed, except in laoour circles, when the
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award of the arbitrator was issued. almost simultane-
ously. It conceded a general increase of 8 per cent. on
the shift rates, as well as an immediate reduction of one
hour in the working time per shift of those immediately
concerned with the raising of coal, bringing them down
to an eight-hour day. Other surfce workew were to
have their time reduced to g} hours with an 11 hour
shift, and, from August 1928 to g hours with a 10 hour
shift.

The award contained a clause without precedent in
such documents. Under normal circdmstances it was
to run for twelve months, but, if the prices of inland
coal were raised before the end of that period, one
month’s notice could=at once be given to terminate the
agreemenf and seek a fresh wages revision. The in-
ference, which appeared to ‘be confirmed by later.
events, that a difference existed between the Ministries
of Labour and Economy on this matter, was naturally
drawn from this novel provision.

In accordance with custom both sides formally
rejected the award, but the discontent which found
expression was immensely stronger on the owner’s side.
It was maintained that the cost of the award wriald be
over a shilling per ton, with the result that both an
increase in inland prices and a further coftraction of
the industry would be necessary. The nature of the
award was freely ascribed to political considerations in
view of the coming election, and this was asserted still
more energetically when, after consideration by the
Government as a whole, the Ministry of Labour gave
legal effect to the award by making it binding.

The Syndlcatc immediately applied for permission
to increase prices, agd the Minister of Economy
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accepted a majority decision of the National Coal
Council to the effect that the Syndicate should be
allowed to raise prices within its own discretion, on
condition that the revenue from the increases did not
exceed the aggregate yield of 1s. per ton on the total
output. - v

This enabled the Syndicate to put an extra charge of
as much as 2s5. or 3s. per ton on the classes of coal
which were in greater demand in the inland market,
ands which were more or less secure from foreign
competition. It also became known fnat the Syndicate
contemplated, for a time at any rate, withdrawal from
the export market in certain areas where the price-
cutting war imposed the heaviest losses, with the -
further intgntion, no doubt, of re-entering tht fray at a
later stage if the withdrawal had the effect of increasing
prices in these areas.

In accordance with this policy, and in anticipation
of some shrinkage of the home market in consequence of
the price increases, notice was at once given to about
3 per cent. of the mine workers, and it was suggested
that further disgissals might be necessary. The steel
firms«»so announced that prices would be increased,
apd the State Railway Company applied for recon-
sideration 61 a demand, which the Ministry of Economy
had formerly rejected, that higher charges should be
permitted.

Among the workers these measures were regarded as
to some extent retaliatory, and ,intended to convince
the trade unions that if wage demands were pressed too
hard the workers were bound to lose any advantage in
nominal wages by a rise in general prices which would
reduce the “ real ” wages. While it was assumed that
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the two sections of the Governmentygrepresented respec-
tively by the Ministries of Labour and Economy, dif-
fered on policy, the opinion was cxpresscd by some
people that the real object of increasing coal prices
was to spread over the commur’ty as a whole the
burden of the heavy losses incurred in maintaining
the export coal trade in face of the severe world
competition. .

Whether the rise in prices will check the marked
recovery throughgut German industry, during 1928, or
whether it will bring about a speeding up of the
rationalisation measurcs still possiblc on a large scalc,
time-alone can show. The situation at the moment is
too obscuge to permlt of the expression of any positive
opinion, but the course of events will be well worth
close study, especially in relation to the pace at which
wages can be increased during rationalisation without
checking or entircly stopping the’flow of benefits from
that process.
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CHAPTER I11
:

VAST CHANGES I'N STEEL
PRODUCTION

In the iron and steel works of Germany, we have an
example of ratiogalisation in an industry which is half
trustified and half controlled by four or five of the large
concerns which have so far maintained an independent
existence. The scope for economics and improvement in
efficiencyswas even wider than in the coal industry
of the Ruhr. The. process was also more complicated,
and the task of reconstruction has not yet been com-
pleted, although remarkable progress has been made
in less than two years, and notable results have been
gained.

In the coal industry, given the necessary preliminary
grouping of mines to form big-scale units of production
and administration, together with the*will to overcome
difficulties, it was a relatively simple matter to devise
the rationalisation mecasurcs. The most .economical
production of coal and the most remunerative use of
it at the pithead were the principal objectives, com-
bined with cffective regulation of output in accordance
with the market demands.

In the iron and stcel industry the same principles
held good, but the methods of applying them had to be
adapted to more diverse conditions and to a greater
variety of purposes. Among the wider considerations to
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be taken into account were the extensive range of
products, standardisation, specialised production in
particular works, the elimination of waste in the
transport both of raw materials and finished goods,
the allocation of output in relation to the market to be
served and selling a{rangements, as well as the closing
of obsolete or inefficient works, and the concentration
of production in the most modern and highly
mechanised plants..

For the fullest attainment of these aims the greatest
measure of centralised control, within ¢he limits of efficient
management, was clearly indicated. This consideration
led to the formation, in the spring of 1926, after long
negotiations, of the United Stegl Works Company
(Vereinigte Stahlwerke A.G.). This concesn, which
controls about 40 per cent. of the total German produc-
tion of iron and steel, prepared without delay a compre-
hensive programme of rationalisation, and proceeded to
carry it out with a characteristically German mten51ty
of purpose. The Krupps concern, after taking part in
the preliminary discussions, decided to remain outside
while co-operating generally on matters affecting policy
and prices. Five bther big firms which were also asked

. e . .

to join the Trust decided to remain independent, but
they are associated with it and with Krupps in the
general cartel arrangement for the rationing of produc-
tion. These firms were Kloeckner, Hoesch, Mannes-
mann, Gutehoffnungshiitte, and Stumm, and, as in the
case of the firms in the coal industry, they were working
on a scale large enough to enable them to apply the
main principles of rationalisation within their own
domains. At a later stage the Trust acquired a large
interest in the Stumm concern
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Already before the war the German iron and steel
industry was highly organised in la?ge units, and, not-
withstanding the usual difficulties, arrangements had
been devised for the control of output on the quota
system, operated by central cartel organisations. There
were two territorial syndicates foi the iron, smelting
section. The Westphalian Si;ndipate simply regulated
output, and the constituent firms disposed of their
own products, while the Silesian Syndicate acted
as a selling agent as well as an output quota-fixipg
body. . -

In the steel section the principal organisation was the
Steel Works Union, with impressive headquarters in
Diisseldorf, This body, which was established as far
back as Pgo4, regulated production and sold certain
specified products; leaving theaffiliated firm§ to sell the
others. By 1914 this Syndicate controlled the output
of works with a combined capacity of well over twelve
million tons of steel products. A syndicate for the
Silesian area operated in a similar manner, but on a
much smaller scale, and there were subsidiary syndi-
cates for specialised goods, such as wire, pipes, screws,
and foundry products. On the distriButing side, there
were also powerful assotiations of merchants for price-
fixing, in so far as this was not controlled by the
syndicates of producers.

Effective action for the regulation of output can be
taken only by a limited number of owning groups. If
there are many concerns, some with up-to-date and
others with obsolete ‘plant, the quota system is either
unworkable or it creates constant friction and difficulty.
Therefore, the success achieved on the whole by the
Westphalian Steel Union indicates the advance made
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in Germany during the forty years before the war along
the lines of unification by the growth of powerful con-
trolling groups. In the early seventies there were nearly
two hundred and fifty separate ironworks and just
under four hundred blast furnaces, the productive
capac1ty of the mafority bemg exceedingly small by
companson with the most modern furnaces now seen
in the Ruhr. Just before the war there were only one
hundred works and just over three hundred furnaces.
In the interval the total production had increased
enormously. Taking the whole of pre-war Germany,
the increase in the production of pig-iron between 1900
and 1914 alone rose from 7,500,000 tons to 16,700,000
tons.

There were similar technical dcvclopmcnts to meet
a rapidly expanding trade in the stecl section of the
industry. If, therefore, rationalisation is but a new-
fangled term to describe an old process of combination
and the climination of competition it had been carried
out pretty thoroughly before the war. That it s, in fact,
something widely different has been made clear in the
survey of the application of the method to the coal
industry. The distinction is brought out even more
sharpﬁl when we examine the eonditions and develop-
ments in the iron and steel industry after the war.

When the stage of upheaval, military occupation of
the Ruhr, paralysis of production, and financial con-
fusion came to an end the iron and steel firms found
themselves in the same position as the colliery com-
panics. Productive capacity had been increased during
the war to such an extent that without Lorraine, the
Saar, and two-thirds of Upper Silesia, the combined
output capacity was greater than that of the whole of
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pre-war Germany. The difficulty oacasioned by the loss
of important ore-bearing territories had bcen overcome
by the organisation of supplies from Sweden, Spain, and
other centres, and by the adaptation of the plant to the
different qualities of these $res, but the gencral trade
conditions remained seriout, as, the following figures
show : ’

PRODUCTION OF IRON AND STEEL

Year o Iron Steel
tons tons
1913} 11,000,000 12,300.000
1920 $.300.000 9.200,000
1922 9,100,000 11,700,000
1923 4.90b,000 6,300,090
1924 * 7,800,000 9.800,000

The year 1924 was a period, of crisis, siutilar in
character to that in the coal industry. Liquid capital
had disappeared, and credit was intolerably dear.
Costly plant designed for uninterrupted operation could
not be worked full time. The rationing of production,
which had produced beneficial results under thg pre-
war conditions of constant expansxon, now added to
the burden by increasing the ratio of overhuad charges
to actual output. In the pre-war evolution of the
industry, with demand steadily increasing, and a sure
market at profitable prices, the producing firms could
extend their works apd duplicate plants without con-
sidering intricate new methods of organisation necessary
when the extreme limit of economy has to be attained.
There was no pressing reason why production should be

1 Present Gernfan frontiers, excluding Saar,
g1
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highly specialised and carefully allocated to particular
works for particular purposes. There were large rolling
mills, for instance, where several kinds of products were
turned out, necessitating frequent stoppages of the plant
for adjustmcnts In all thdye respects the conditions in
Germany were similar to those still existing in Great
Britain. In the technical cquipment of the works a
greater advance had been made in Germany, owing to
the better pre-war financial resources of the larger
Getman concerns, but the cssential principles of ration-
alisation had not been applied or even thought out.
The nced for it as the most effective method of carrying
big-scale industry through periods of acute difficulty,
due to extreme fluctuations of the market, was only
realised when the dividing line between complete
breakdown and recovery from the shocks of 1920-4
was a VEry narrow one.

The belief is widtly held in this country, and is
even supported in official documents published as late
as 1928, that Germany’s industrial recovery is largely
due to the elimination of debts and the re-equipment
which took place during the inflation period. It has
already been pointed out in reference to coal that the
advantages of debt and mortgage liquidation were
nullified by the subsequent shortage of capital and dear
credit. As to re-equipment, this actually intensified the
difficulties during the months of reduced demand by
widening still further the gulf between productive
capacity and consuming power. Recovery is attribu-
table to several causes, but, in so far as progress could
be determined inside the industry, it was due entirely
to the rationalisation after 1924. A general revival in
the trade of the country certainzly helped to produce
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the best possible results from rationalisation, but it
should be noted in this connection that the reorganisa-
tion which was carried out simultaneously in all the
important industries, largely with the aid of loan capital,
contributed to the gencral gevival. What was done in
each industry rcacted favoRrably on the otliers. The
low prices of coal quoted in 1924 in a desperate effort
to stimulate trade could not have been maintained if
the production costs had not been reduced subsequently
by rationalisation. The cheaper fuel, in turn, was of
immense bencfit o the iron and stecl industry during
the critical year of 1925. Moreover, the general process
of re-equipment crcated an enormous demand for
machinery of all kintls. These stimulating reactions in
the aggrégate started an upward spiral movement,
which lifted industry as a whole from the conditions of.
stagnation and acute difficulty. The increascs in wages,
which the workers in the hcavyeindustries ‘gained as
production costs fell, augmented purchasing power to
such an extent that a rapidly rising tide of demand for
general commoditics gave an impetus to miscellaneous
trades all over the country. .

To the causes of the crisis of 1924-5 alrcady men-
tioned must be added the spectacular collapse of the
“ vertical > trusts, which had been developéd, princi-
pally by Hugo Stinnes, during the feverish period of
inflation. In the confusion and uncertainty of this time,
the pre-war cartel organisations, which had regulated
production, controlled prices, and provided for the
centralised sale of many products, had been dissolved.
Only the Pig-Iron Association maintained its existence,
for a time precariously.

In place of this ordered regulation of the operations
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of the whole industry there was seen a movement,
dominated by oné or two powerful personalities, for
the establishment of a new form of trust organisation,
in which all stages of manufacture and transport, from
raw material to finished article, should be included.
Stinnes, swhose organisiryy genius has never been
questioned by his steynest critics, was the outstanding
figure in this movement, and his own vertical trust
may be taken as the typical example of the structure,
defects, and failure of the method.

By a serics of bold manipulations k> brought under
one financial and policy control a vast conglomeration
of coal, iron and steel, various branches of general and
electrical engineering, shipping,* and miscellaneous
trades. This unprecedented combine, known as the
Slcmens—Rhcm Elbe-Schuckert Union, was not only
the most impressive but the most solidly based of the
vertical tfusts. Yet 4it could not stand against the
disintegrating effects of the financial crisis which
followed the stabilisation of the currency. The collapse
and subsequent readjustment into separately controlled
concerns might not have been so spectacular or com-
plete if Stinnes had lived, but those who were most
intimate with the affairs of the organisation do not
believe th™t it could have survived in any event without
some measure of separation of the constituent elements.

Coal and iron and stecl combinations, with essential
transport and shipping, can be firmly maintained, but,
beyond this, the more diversified the type of under-
takings which are brought under central control the
greater the risk of loss of efficiency in administration
and management. The case of Krupps is entirely
exceptional. Their Essen works have been evolved
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slowly over a long period. To the basic production of
coal, iron, and steel has been added one manufacturing
activity after another, but each extension has been
determined by the results of past experience. When,
therefore, the firm was conf‘ontcd after the war with
the necessity of transforming Its armament departments
into factories for the products of pdace, the accumulated
experience of generations was available. The structure
of the Krupps concern is that of a vertical trust, but
its family traditions, highly-developed machinery of
management, and concentrated organisation place it in
a separate category from the mushroom vertical trust
orowths of the inflation period.

While these outwardly impressive industrial struc-
tures were breaking up, movements to re-establish the
pre-war cartel method of control, and to restrict
competition still more effectively by the promotion of
“horizontal” combinations—that is, the merging of
works turning out similar products—were gathering
strength. With the pre-war tradition so deeply im-
planted it was natural that the first efforts to remove the
difficulties of the crisis were directed to renewed output
control and price-fixing. Low wages and long working
hours had failed to mitigate to any materi]l exteret
the seriousness of the situation. The two-shift system was
in operation, and the wage rates gave an income to the
workers much below the purchasing value of the pre-
war wages.

Towards the end of*1g24, therefore, the Ingot Steel
Association was formed—after delicate negotiations on
quota allocations—for the main purpose of regulating
the production of raw steel. Price-fixing was com-
plicated by the competiiive advantages enjoyed at this
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time by the French and Belgian manufacturers, owing
to the state of the currencies. To counteract these
advantages as far as possible, a scheme for the payment
of bountics to cncourage the German finishing trades
workingfor cxport to yse the home product was
arranged by the Ingot Stecl Association.

Little experience 6f the working of these measures
was needed to shaw that, efficacious as they had been
Refore the war, they would not provide an adequate
solution of the post-war problems. There was soon talk
of attempts to extend thc cartel organisation inter-
nationally, and this tendency was fostercd by the rapid
re-cstablishment of subsidiary ,associations for the
control of specialised sections of the industry and for
merchanting. By the spring of 1925 this form of control
had been restored on almost as comprehensive a basis
as before the war, and, within a few weeks, associations
were formed to regulate the production and prices of
semi-finished products, pipcs, wire, railway materials,
and plates.

It was not long before discussion of the problems of
the industry passed beyond the idea of loose cartel
combination to that of trustification. The fact that the
stecl anduiron quotas at this time had to provide for a
curtailment of production, amounting to about 40
per cent. of the capacity of the plant, caused it to be
realised that, sooner or later, serious difficulty would
arise in those works which had been equipped in such a
manner that profitable operatton was only possible
with full-time working, or something very near to it.
It was provided in the regulations of the Steel Ingot
Association, therefore, that quotas could be sold
outright or transferred temporasily. By this means one
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firm could dispose of part of its quota to another more
favourably situated, and close dowh the works incap-
able of standing the competitive strain ; or temporary
arrangements might be made between two concerns for
a quota transfer to enable one or the other to surmount
a particular dlfﬁculty \ .

By these various, measures the, industry managed to
struggle through 1925, ex}ubltmg a paradox, which
puzzled most expert observers, of rising production and
increasing financial embarrassments. A production of
twelve million.tuns of raw steel and ten million tons
of pig-iron was attained, and the achievement was
justly regarded as a remarkable one in the circum-
stances. Nevertheless, the principal difficulties re-
mained. The sale of quotas, in so far as it was resorted
to, mcrely touched the fringe of the technical problems.,
In the pig-iron section only eighty blast furnaces out of
just over two hundred were in coramission. In the ingot
steel and working-up sections each firm could only
operate part of the plant in which continuous working
was necessary, and the shops which could be run
intermittently were on short time. In these circum-
stances high overhead costs per unit of production
could not be avoided.

The special difficulties of Krupps, arising*from the
wide range of the manufacturing changes that had
been necessary, from several failures to achieve success
in the new departments, and from the general depres-
sion in trade, were so great that the number of workers
at Essen gradually declined from over 40,000 in 1920
to only 18,000 in the early part of 1926. The directors
and managers of this huge self-centred undertaking,
however, were tackling their problems with intense
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energy and courage. Loans were raised for reorganisation
and re-equipment, and between 1925 and 1927 a
comprehensive scheme of rationalisation was carried
out at the Essen works and the allied establishments in
other parts of Germany. Fuel costs were reduced by
rationalication of the firm’¢ coal-mines. The installation
of the latest coal-washerits, coking, and by-product
plants brought down labour costs with a sharp jump.
Production of pig-iron was concentrated in the most
efficient furnaces mechanised to the last degree, and
the cost of transport of coke from the ovens to the
furnaces was substantially reduced by the use of fifty-
ton waggons (supplied specially by the State railway),
which were mechanically loaded at the ovens ard
automatically emptied at the furnaces. .

The older steel furnaces and workshops at Essen were
scrapped, and the new buildings erected during the
war—two of them having a roof span of nearly twenty
acres—were equipped for specialised production. Those
ventures into new fields of manufacture which had
been only partially justified were liquidated, and
intensive effort was directed to the attainment of success
in the departments which gave greater promise of
profitable operation. As a result of this dynamic effort,
and the -consequent reduction of working costs, the
corner was gradually turned, and by the end of 1927
the number of workers at Essen had again risen to
over forty thousand.

The problems of the other firms and combines in
the industry were different in Character and scope.
During the early part of 1925, those who were respon-
sible for control and management anxiously surveyed
the whole field before deciding on the action to be
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taken. The need for rationalisations was realised, but
the question was how to apply the process most
effectively. The extent to which each concern could
take action was limited, as the circumstances differed
widely from those of Krupps, Only by concertgd plans
on a big scale could some of the major causes of loss
and waste be removed. '

The first suggestion of fusion did not evoke an
encouraging response, and in the discussions on thg
subject the obstacles were represented as so formidable
that some loosér form of combination than complete
amalgamation was advocated as more easily attainable,
if less desirable. Ampng the older men, who had led
the way in the technical development and big-scale
organisation of the industry, the rugged personality of
Thyssen stood out as a sturdy defender of the older
form of organisation, who was gradually convinced of
the need for immense changes.

As the situation was more deeply studied, the con-
viction gradually gained ground that only by a big
combination, with a strong centralised direction, could
the desired aims be attained. The* broad picture
presented by a survey at.this period indicated both the
intricacy of the task of reconstruction on the lines
mapped out, and the impossibility of carrying it out
fully and successfully without the creation of a central
authority, which should possess wide powers of ad-
ministrative and technical control.

The protracted diseussions, and the reluctance of
some of the most influential leaders of the industry to
surrender the independent control of the technical
organisation of their own works, which had always been
maintained under theecartel system, disposes of any
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suggestion that thg object of the formation of the Trust
was merely the acquisition of monopoly powers to
strengthen the producers against the consumers.
Whatever development of policy may take place in the
future, the impelling airp at the beginning of the
movement was the redugtion of oncosts, to avoid a
steep rise in prices and to stimulate*demand, so that all
the efficient works could be operated as nearly as
possible to full capacity. It was the pressure of cir-
cumstances, particularly of financial difficulties, which
compelled the adoption of the final soiution of partial
trustification.

That it was not adopted simply for the sake of
forming a powerful combination, but as a mearns toan
end already broadly planned, is evident from utter-
ances of some of the leading men who were responsible
for the mavement and its culmination. The head of the
Phoenix concern galte a candid account of the plan,
which was. in effect, a terse explanation of the principles
of rationalisation as it was intended to apply them to
this particular industry. The participating firms, he
declared, were «convinced that substantial economies
could be achieved by reducing production costs through
re-organjsation on the following lines :

Production in the least possible number of works,
those chosen being the best fitted from both the
technical and commercial points of view.

The arrangement from the central control office of
all movements of material between one works and
another, with the object of eliminating unnecessary
transport charges.
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Economy through standardising new plant and
uniform simplification of equipmént.

Financial simplification, and the reduction of cash
balances to a much smaller sum than it was necessary
for the separate undertakings to carry.

)

The inevitable closing of works and displacement of
labour was justified on the ground®of necessity, but a
promise was given that everything possible would Le
done, by trancference of labour to the works left in
production, and by re-employment at the earliest
opportunity, to limit the hardships involved in the
preliminary changes.

The head of the Rheinstahl concern defended the
decision to bring about a complete fusion on the ground,
that the problems could not be solved, and the necessary
restriction of production with lower production costs
could not be achieved by means of a working arrange-
ment.

The cartel system had, in fact, failed to carry the
industry through a crisis caused by surplus productive
capacity in relation to demand, and more drastic
measures were necessary for its preservation. This was
the conviction which finally broke down the r2luctance
of the men of the older school to merge the concerns
built up by intense individual effort, and to share the
powers of control they had exercised for so long with an
independance almost unchallenged.

The Trust was formally constituted in May 1926, at
the end of negotiations and investigations lasting about
ten months. If the full scope of the rationalisation which
followed is to be fullv realised, it is necessary to give
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some indication of the magnitude, variety, and geo-
graphical situation of the works which were absorbed.
The firms which entered the combination were the
Thyssen, Rhein-Elbe Union (embracing the most im-
portant coal and iron undertakings in the disintegrated
Stinnes ertical trust) Pheenix, and Rheinstahl. It was,
therefore, in the main a Rhmc-Wc;stphahan orgamsa—
tion, but its inter-locking connections with concerns in
other parts of Germiany, and with certain foreign enter-
prises, were subsequently extended. Krupps had actu-
ally taken part in the preliminary ngeotiations, and
withdrew primarily on account of family interests, but
the other four companies, already mentioned as remain-
ing outside, declined at the outset an 1muauo,,[1 toehe
associated with the fusion project.

The initial share capital was £40,000,000, with an
additional £6,000,000 bonus shares 1ssucd in respect of
certain special assets faken over. By the method adopted
for the allocation of the shares and for the control of the
Trust the participating concerns became, in effect,
holding companics, and the directors of the Trust were
appointed, not dircctly by the shareholders, but by the
boards of these companies. The share capital was
quickly augmented by huge loans, drawn mainly from
the United States, to be expended on reconstruction
and development.

The principal works and mines taken over were dis-
tributed widely throughout Wcstphalia and the Rhine
Province—that busiest industrial region of Europe,
bounded by the Rhine on the west and extending north-
ward from Cologne to beyond Dortmund, an area fifty
miles long and over twenty wide.

The Rhein-Elbe Union contributed, among other
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establishments, large mines of the,old Gelsenkirchen
and Deutsch-Luxemburg colliery companies, with oper-
ations covering a big area in the central and eastern
section of the Ruhr coalfield ; and great iron and steel
works in the Bochum district. The vast concerps of the
Thyssen group, concentrategd mainly in a wide region
of the Rhine Province, north of Hamborn, included
some of the best equipped and most skilfully organised
mines and metal works in Europe, possessing greag
advantages by reason of their proximity to the great
shipping river” The Phoenix concern brought into the
combination mines and works just north of Duisburg,
near the harbour of Ruhrort ; and iron and steel works
in the districts of Dussc]dorf and Cologne. The coal-
mines of the Rhine Steel Gompany were excluded
owing to the fact that the Chemical Trust had acquired'
an interest in them, but all the iron and steel, ore, lime-
stone, and other mineral undertakings of this group
were incorporated.

The range of activities of the Steel Trust, thercforc,
included coal-mining, coking, by-products, and various
other subsidiary enterprises at the mines ; blast furnaces,
ore-mines, in Germany and abroad, quarries, steel-
furnaces, foundries, and rolling- and tinplate-midls.
The steel quota of the Trust in the Ingot Steel Associa-
tion was 42 per cent. in 1927, in which year its produc-
tion was nearly seven million tons. The production of
coal by the Trust in 1927 was 26,000,000 tons, or,
roughly, one quartes of the total production of the
Rubhr.

That is to say, this one combine, formed specifically
to make possible a comprehensive technical rationalisa-
tion, is of such magnisude that its output of raw steel

103



THE NEW INDUSTRIAL REVOLUTION

in 1927 was almost,as great as that,of the whole of the
industry of Great Britain, while its coal production was
equal to just under one-tenth of the total British output.
It controls nearly 70 per cent. of the production of semi-
finished goods in the German industry.

The impressiveness of this picture of industrial con-
centration for the purpose of cutting®out waste, increas-
ing efficiency, achieving the highest possible limit of
mcchamsatlon and regulating production on a low cost
basis, is hc1ghtcncd when subsequent mtcr-lockmg com-
bmauon movements are considered. TIt most impor-
tant of these was the acquisition at the end of 1926 of
one quarter of the shares in the Central German Steel-
works Company, formed by a fusion of certain=woTks
belonging to the Trust, ard the Lauchhammer iron and
steel works of the Linke-Hofmann-Lauchhammer Com-
pany. The_ quota of this combine in the Ingot Steel
Association was 70d,000 tons in 1926. The Linke-
Hofmann Company was also closely associated in a new
merger of the principal German Silesian iron and steel
works, with associated coal-mines. The Westphalian
Steel Trust further acquired complete control of, or a
substantial interest in, other important works, including
an.iron company in the Siegen district, iron and steel
works of the Stumm concern, and the establishments
of the German Special Steels Company at Bochum and
Dortmund.

Altogether there passed into the control of the Trust
nearly one hundred blast furmaces, one hundred
and fifty furnaces in the steelworks, and forty-
eight collieries with one hundred and sixty shafts.

By 1927 this gigantic concern was working with
share and debenture capital, .loans, and reserves
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amounting altogether to £87,000,900, against which
was set material assets valued at £g0,000,000. The
ordinary reserves were £4,000,000 ; there was a
special reserve of just under £5,000,000 for renewal of
plant, and the characteristic conservative policy of
allocating several million pounds each year from profits
for depreciation Wwas adoptcd The advantages of
simplified financial arrangements and the economies
resulting from the elimination of humerous balances
necessary for the separate concerns were realisec
immediately. ¢

With a centralised control of general policy, com-
bined with a large degree of executive autonomy
withifu the limits of that policy in the administration
and direction of each «group of works or mines, it
became possible to procecd swiftly with the execution
of the technical reorganisation plans. The task will
never be fully completed, sincd the general policy
implies a continuous adaptation to changing cirtum-
stances, but, within two years from the formation of
the Trust, what may be described without exaggeration
as a revolution in productive methods and directive
administration was cargied through. The speed of the
accomplishment is in itself adequate evidencg of the
precision of aim which characterised the preparation of
the scheme, and of the concentration of purpose and
dynamic energy with which the rationalisation ideas
were translated into action.

It is only possible kere to indicate broadly the lines
followed in planning the comprehensive changes
which affected almost every detail of organisation and
production in the diverse and widely-scattered works.
In certain districts there were neighbouring plants
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which had been qperated indepe¢ndently under the
regime of separate ownership. These were combined
with the object of cutting out every duplicated activity.
Overlapping departments were closed down. The less
efficient (equipment and buildings were scrapped.
Administration and techpical direction were con-
centrated. Specialised production was allocated to each
unit of plant maiptained in operation, and, where
necessary, re-cquipment to attain thc highest limit of
labour-saving was provided for. In this way establish-
ments which had been regarded as highlytfficient when
operated separately were relieved of costs which became
unnecessary in a single organisation, apart altogether
from the economies and increased cfficieficy ses@Tfing
from the Wider changes which fitted the combined
plants into the general scheme of production through-
out the whole domain of the Trust.

It would lead too deeply into the technical field to
attempt to give a detailed description of these wider
changes, but their nature and scope can be indicated.
It was provided that, wherever possible, a particular
works should be engaged only on specialised production
for which its equipment and situation were most
suitable. For instance, rolling-mills which had been
turning out a variety of products were limited to one,
so that the loss of time and expense owing to frequent
changes of rolls might be avoided. Uninterrupted and
standardised production of rails, bars, plates, and so
on, with the mills running at full capacity and at
minimum cost, thus became possible.

The part to be played by the blast furnaces, as well
as the working-up departments and steel works, was
also re-arranged to serve two main purposes. One was
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the concentration fpn particular products at full-time
working. The other was the supply of goods for par-
ticular markets at the lowest possible transport costs.
With this object the Thyssen, Phcenix, and Rheinstahl
works in the western area, and particularly those near
the Rhine, were orgamsed for the sea-borne export
trade. Productiondor rail-b8rne export across Germany,
and for the inland market, ‘was allocated to the works
most favourably placed for the putpose. It was found
necessary and profitable, for the successful application
of this plan, to close down altogether certain works
which were badly placed in relation either to the supply
of raw materials or the distribution of the products, and
te: cxtend, as well as re-equip, those works which could
be operated most economically. Coke oven recanstruc-
tion was also undertaken, and the fact that about this
time the leading German oven and by-product plant
manufacturers had worked out motable improvements
stimulated this part of the rationalisation process.

At first there was a suggestion that huge central
coking plants, capable of producing up to 6,000 tons
a day, should be constructed, but mature consideration
led to a modification of this plan, and it was decided to
construct smaller works, producing from 1,000 to 2,000
tons daily, at the most convenient and cconomxcal
points. All these new plants were of the extreme
labour-saving type already mentioned in the chapter
on the coalfields reconstruction.

Already great progress had been made in fuel
economy in the works of the constituent firms, but it
now became possible to advance still further. In the
iron, steel, and associated works the continuous process
from blast furnace to rolling-mill, with the metal
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passmg from stage to stage without gooling, was already
in operation in respect of more than half the steel goods
produced. It was now rapidly extended by the re-
arrangement of production in the works taken over by
the Trust, and by the new construction and re-equip-
ment programme. The greater use of blast furnace gas,
for purposes which,  liberated larger quantities of
surplus coke oven gas for profitable sale through the
long-distance supply organisation, added still more to
the immense saving in fuel costs which was achieved
by these various means.

On the commercial side far-rcachmg changes in
organisation were also brought about. The sale of the
various products was centralised through supsidsmry
merchanting bodies or departments of the specialised
groups of works. By this means the distribution of the
goods is controlled much more efficiently, production
can be regulated in accordance with demand with
much greater facility, and in the aggregate a very large
saving of unnecessary intermediate profits is realised.

Not less important was the economy achieved by
bulk purchases of materials, and the formation of a
subsidiary company for the organisation of the *‘ scrap ”
market,_with the object of eliminating speculation in
this important commodity. The pooling of all the
separate resources for scientific and technical research
cut out much duplication of effort, and made possible
an extension and intensification of this work without
increasing the cost.

The administration was arranged so as to avoid in
every possible way the risk of inflexibility of bureau-
cratic control and the discouragement of initiative.
It has been mentioned that, within the limits of the
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general policy laid §own by the cengral executive of the
Trust, a large measure of autonomy in the management
of the groups of works was provided for, and this
distribution of administrative responsibility was facili-
tated by the formation of definite productive “units,
each with its special tasks {p perform.

The forty-eight ‘collieries, for instance, were divided
into four territorial groups, with the administration
directed from four centres : Bochum, Gelsenkirchen,
Dortmund, and Hamborn. Under this system the chief
mine directows, engineers, chemists, and coke oven and
by-product managers have just as wide a scope for the
exercise of initiative as if they were employed by one
of the +her 2alliery companies.

The supply of materials is drganised from a depart-
ment in Dortmund, and its chief director is responsible
for the management of the ore-mines, quarries, and
associated works in Germany, Spal'n, Sweden, and other
countries. In the grouped productive works there are
executive directors endowed with authority and
responsibility in varying degrees, according to the
nature of the operations. With this method of organisa-
tion the central staff teuds to be a co-ordinating body
rather than a governing autocracy, and the general
effect of the division of administrative authority is
to foster a healthy kind of compefition in efficiency
between the various group management units.
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CHAPTER IV

A RECORD OF RECOVERY

In attempting to measure the results of rationalisation
in the iron and stecl industry it is not possible to arrive
at such definite conclusions as in the case of the coal
industry, so far as the workers are concerned. In
Germany, asi\Great Britain, the statistics relating to
coal are much‘more detailed,and precisc than those
furnished in respect of the other heavy industries. .
Some indication of the effect of rationalisation is
afforded, however, by informationedrawn from various
sources.

The Stecl Trust has maintained reserve about the
precise savings in production costs accountable for by
reorganisation, but it is admitted broadly that these
have been substantial. Not onIy has the total output
been heavily increased, but it has been achieved with
proportionately fewer men than would have been
required under the old regime. In, the first year’s
working, for instance, the production of the Thyssen
plant was doubled without any increase in the number
of men employed.

In the early months of reorganisation there was the
same process of displacement of labour as in the coal
industry, but not to the same extent. The problem of
transference to other industries did not arise acutely,
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owing to the rapidity with which jhe main part of the
rcorgamsatlon was carried out, afid to the astonishing
expansion of demand for steel and steel goods during
1926 and 1927. In the coal industry a permanent, or at
least a1 long-continued, contraction of production had
to be provided for. The chief task of the Steel Trust
and the other large undertakings outside the Trust was
to overcome the difficulties of a temporary crisis of low
production in relation to potential capacity, and con-
sequent high costs. With the lowering of costs trade was
stimulated. The export sales were increas¢d by reducing
prices to the level of the Belgian and French competitors
who had the advantages of exchange and of very cheap
labour. In Germany itself there was mu;h criticism on
the grourd that internal prices were sc ’much in excess
of export prices, but this was met with the contention
that the gain of the export trade by cutting prices made
it possible to keep the works employed at full capacity,
and that otherwise the home prices would have been
still higher owing to the heavier production costs.

The rapid growth in the production of iron and steel
is shown in the following table :

Iron Steel
tons tons
1924 . 47,800,000 9,800,000
1925 10,100,000 12,100,000
1926 9,600,000 12,300,000
1927 13,100,000 16,300,000

In 1927, therefore, the 1913 output of pig-iron in
the present German territory was exceeded by
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2,000,000 tons, and the production of steel by 4,000,000.
The production of Steel was less than 3,000,000 tons
below the 1913 total for the whole of Germany and
Luxemburg in 1913, when the output in the Saar was
2,000,000 tons, in Alsace-Lorraine and Luxewfburg
over three and a half millions, and in what is now
Polish Upper Silesia about’ one million. Recovery on
this scale can only be rcgarded as astonishing, when the
position of the industry in 1927 is ¢ompared with the
critical conditions four years earlier. It cannot be
doubted that the rationalisation process inside the
industry, as well as the increasing demand for steel
goods created by the reorganisation of the other staple
industries, cop%_ibutcd substantially to this recovery by
its beneficial et¥fect on cgsts. .

The independent firms and the Trust shared in the-
improving trade, and, thercfore, the published results
of the working of the Trust may*be taken as typical.
Towards the end of 1927 there were persistent rumours
in Germany that the financial position of the Trust was
unsatisfactory. In order to counteract the effect of
these rumours on the stock market an.official advance
report was issued. In this it was declared explicitly
that, as the rationalisation plans projected at the time
of the formation of the Trust had been progressively
carried out, the anticipated saving ineoverhead costs in
relation to output had been realised, but this achieve-
ment had been counterbalanced by heavier taxation
and higher wages, in gddition to the low export prices.

A “ satisfactory gross profit ” for the first full year’s
working was foreshadowed, and it was stated that, with
the steady increase in output both of pig-iron and raw
steel, the number of workers and officials employed in
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the whole of the works had advhnced by just over
13,000 during the Year to a total’of 198,000.

This reference to the number of workers was illumin-
ating. The precise number of men dismissed during the
first ztages of rationalisation is not known, but at the
beginning of 1926 the number of officials and workers
employed by the Trust was 173,40e. During the next
two years the number grew stcadily. Thus more workers
came to be empléyed than the total of the separate
concerns before the fusion took place, but it is to be
noted that, while the output increased py about one
third during these two years, the increase in the number
of workers was only one seventh.

This is explained by the fact that the,average daily
output of each worker ircreased substaatially owing to
.the concentration of production in the most modern
works, and the time saved by continuous production
in the specialised mills.

Here again precise figures for the whole period are
not available, but, according to an unofficial statement
during the first year or so of the rationalisation period,
the average daily output of steel per worker increased
by 36 per cent.

When the first full year’s balance sheet of the Trust
was published four months after the preliminary report
just referred to, it was described in the leading trade
journal of the Ruhr as a * pleasant surprise.” It covered
the twelve months ending September 3oth, 1927, and
revealed a gross surplus of £14,000,000. Many people
in Great Britain believe that German industry carries a
relatively light burden of taxation and contributions for
social services. The complaints on this score, however,
are as general and sustained in Germany as in Great

114



A RECORD OF RECOVERY

Britain, and the amounts paid by the Trust were
L 3,000,000 for taxes*and £2,500,000 for social services.
Loan interest took £1,500,000, no less than £4,250,000
was added to the depreciation fund, and there was a
small carry-over after providing £2,600,000_for the
payment of a dividend of 6 per cent. The rapid re-
covery indicated by these figures from the conditions
of financial stringency and loss’ of 1924-5 needs no
emphasis.

Generally speaking, wages did not risc in the iron
and steel indpstry to quite the same extent as in the
coal-mines, but there was a substantial improvement
between 1924 and 1927, even before the full benefits of
the rationalisation were realised. The cmployers con-
tended, indeed,Mthat the i .increascs were in advance of
the actual economies achieved, and certain increases in.
price were defended on the ground that the combined
effect of higher wages and heavy t&x and social service
payments left them with no alternative.

The minimum pay for skilled men in the Ruhr
industry was 74d. an hour in 1924, and by the carly part
of 1927 it had risen to about 10d. Actua] earnings were
higher than the basic rates, and piece workers received
on the average about 30 per cent. above the hoyrly
rates. These figures are given simply to show the rate of
increase during the three years, and nat as an indication
of the earnings of the iron and steel workers, who, as in
Great Britain, are divided into various categories with
a fairly wide range of income—as between labourers
and furnace charge hands, for instance. It may be said
broadly, of course, that earnings are lower in the Ger-
man industry than in the British, and, in particular,
that the wages of the men in responsible positions—such
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as furnace charge men and the leaders of the rolling-
mill teams—are much nearer to the average rates than
in the British works.

There was also a steady improvement in hours, as
well 2z in wages, as the reconstruction proceeded. The
eight-hour day was rcmtroduccd for coke oven and blast
furnace workers early in 1925, but at this time the
average for the other workers ranged from 54 to 6o per
weck. In the working up section of the industry the
normal time was 56 hours a week.

Taking all the workers, the percentage,employed for
not more than 48 hours a week was 25.4 in 1924. This
had risen to 35.5 in April 1927, and to 45.9 by the end
of 1927. The percentage working more #han 54 hours
was 21 in*1924 and only 9.5 at the end of 1927.

In the latter part of 1927 the Minister of Labour
issued a decree to restore the eight-hour day throughout
the iron and steel fadustry as from the beginning of
1928. This evoked a threat from the employers to close
down the works entirely, and, after negotiations and a
reference of the issuc to an arbitration court, an award
was made binding by the Minister. According to this
award the three-shift system was restored in the Thomas
furnaces at the beginning of the year. A postponement
was allowed in the case of the other types of furnace,
and it was left open to the employers to ask for a re-
examination of the circumstances if they desired a
further postponement.

The Steel Trust has maintaiped reserve about the
actual achievements of the technical reconstruction in
reducing costs. It has been stated, however, that one
important result of the concentration of production in
the most modern and efficient furnaces, combined with
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an extension of the “ continuous grocess ” method of
carrying through the operations from blast furnace to
rolling-mill without allowing the metal to cool, and also
with the highest development of furnace gas utilisation,
is a saving of fifteen hundredweights of fuel pew ton of
steel produced. At the August-Thysscn works, now
producing 2,200,600 tons of steel a year, no coal is
used except in the coke ovens. The wholc steclworks are
operated by blast furnace and coke oven gas and by
gas-generated electricity. Only thirty men are employed
on blast furnaces, yielding goo tons of iron daily, and
the coke consumption per ton of iron produced is
below one ton.

Reference has been made already to the rationalisa-
tion of the Krupp works. ‘This process continued
throughout 1927, and the programme, particularly irr
connection with the construction of new blast furnaces
and associated works near the Rhine, was extended
throughout 1928. The results as shown by the 1927
accounts were remarkable. At a critical period of the
rationalisation process, when 20,000 of the firm’s
workers were unemployed, an unsuccessful attempt was
made to obtain a subveption from the Government in
the form of a loan at little or no interest. After .this
failure the firm sccured a loan of £3,000,000 in the
spring of 1927. Of this, £750,000 *was allocated for
expenditure on re-equipment, and a bank debt of
£150,000 and an American loan of £1,500,000 were
liquidated. .

During the year coal production at the Krupp mines
increased by 10 per cent. over 1926, and the output of
coke was 22 per cent. higher. The production of raw
steel rose from 1,400,000 tons in 1926, when the British
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coal stoppage cgeated favourable ~ conditions, to
1,800,000 tons, constituting a record in the history of
thc works. The output of stainless and other special
steels also rose substantially, and, in this field particu-
larly, ke firm redoubled its research and manufactur-
ing efforts to establish its supremacy.

After allowing £45@,000 for reconstruction, there was
a gross profit on the ycar of £2,450,000, not far below
the record profit of the later war years. From this was
written off £475,000 for depreciation ; taxes and con-
tributions to social services amounted to £1,300,000 ;
and there was a net profit of £650,000.

The number of workers continued to increase during
the year. At the climax of ralxonallsznon the total
number ¢émployed by the firm at all ‘their works fell
‘to 46,000. By the end of 1927 it had risen to 86,000,
this being more than at any time except during
the war.

Little, if any, lcss favourable was the experience of
the Kloeckner concern, another of the independent
companies with important colliery interests. From the
difficulties of 1g24—5 this undertaking emerged to the
dividend paying stage in 1926, when 5 per cent. was
paid. -This was increased to 7 per cent. for the year
ending June 1927. In accordance with the conservative
financial policy génerally adopted at this period by the
principal companies in the staple industries, a very
large proportion of the revenue was set aside for
progressive technical reorganisarion. The programme
included new central coke ovens, nitrogen works,
cement works, and the continued modernisation of
rolling-mills.

The increase in production dyring the year covered
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by the accounts was accelerated in the later months of
1927, and by autunin the output had risen to 115 per
cent. of the quota allocated by the Ingot Steel Associa-
tion. At this time the total sale of goods produced by the
firm was 37 per cent. above the amount for the cor-
responding period of 1926. At the annual meeting of the
company Peter K'locckncr, the Jhead of the concern,
stated that the orders in hand would keep the works
fully employed for several month$ in 1928, on the
basis of 8o per cent. of the output for the inland trade
and 20 per cant. for export.

Like all the other industrialists he complained
bitterly of the burden of taxes and social services, and
stated that the combined contribution of his company
amounted to £¥750,000 for tlte year on a total share
capital of £4,500,000. The heaviness of the burden was:
not disputed by the workers’ leaders, but, in view of the
generally favourable results of the year’s working,
caustic criticism was evoked by Mr. Kloeckner’s
suggestion at this meeting that German industry
would not continue to be able to bear the burden, to
meet the reparations payments, and to face the British
price-cutting in the export coal market, unless the
German miners would agree to work the same.hours
underground as the British—an extension of half an
hour per shift. .

Having regard to the similarity of the results of all
the important steel concerns, a long report on the
general situation issyed by the Board of the Steel
Trust just before the annual meeting in the spring of
1928, may be accepted as a representative survey of
the industry, and an authoritative expression of the
employers’ point of view on rationalisation and the
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issues raised by the experience of the operation of the
process. )

The opinion was emphatically expressed that the
advantages of the increased production and savings
had begn largely counterbalanced by the sharp com-
petition in the export market and the increased burden
of taxes and social service dontributfons.

In the first stage of rationalisation, it was stated, the
following works hdd been closed or partially closed :
shafts at thirteen mines; one coking plant; five
briquette works ; old blast furnaces at, ten works ;
rolling-mills at eight or nine works ; old steel furnaces
and foundries; and many miscellaneous works.
Simultaneously, with increasing demand .for steel, and
the availability of considerable financial resources, the
remaining works had been technically improved and
extended. The replanning of the works as a whole had
been substantially c8mpleted.

To somc cxtent, this work had been retarded by
growing costs, especially the higher wages and reduc-
tion in working time, together with the increase in the
burden of taxcs and social services.

The following figures, showing the cost per ton, were
given in support of this statement :

¢ 1913—4 1926~7
Coal Raw Steel Coal Raw Steel
s. d. s. d. s. d. s. d.
Social Service
Contributions 6 5 ' 1 4 2 11
Taxes 3 2 10 5 8
Total 9 2 7 2 2 8 9
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It was argued from this that further attempts to drive
up wages would retult in a shrinking of the export
trade, and an increase in inland prices. A “ speedy
return from these impossible ways ” was held to be
requisite for further progress.

No suggestion was made, however, that the pI‘O_]Cthd
rationalisation measures would be held up, and the
vigorous manner in which this work had been pushed
forward during the year was emphasised. Attention
had been concentrated specially on the mechanical
re-equipment and improvement. The opinion was
expressed that the general position, and particularly the
state of the export prices, called for an acceleration of
the rationalisation programme, which had been
planned for five years. During the year, about
£5,000,000 had been provided for this work, of which
£2,000,000 was for the collieries and coking plants.
The remainder was being applied®o the reconstruction
of the iron and steel works, the connecting railways,
new harbour works, and the extension of the gas and
electricity works.

Three new central coking plants had been con-
structed, and work had begun on new batteries of ovens
at six other mines, with a total capacity of 3, 500,000
tons of coke a year. A grandiose reconstruction scheme
was in progress at the August-Thyssen works at
Hamborn, where it was hoped to put into commission
by September 1928 a new blast furnace of 1,200 tons
dally capacity and new steel furnaces, which would
glve this group of works—holding a predominantly
important position for the export trade—a total
productive capacity of 2,500,000 tons of raw steel
per year. At the Ruhrort-Meiderich works, also
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favourably situated for export, a notable advance
in furnace practile was marke by the erection
of a 200 tons Martin furnace and new converters.
The other works in progress included new furnaces
of 150 and 200 tons capacity and an extension of
the tube works at Bochum ; a new furnace and a new
rolling-mill at Dortmund ;' and the extension of the
Diisseldorf tube works.

Despite a remavkable advance in labour-saving
devices and machinerv, the number of workers had
steadily risen. The increase in earnings was indicated
by the fact that, while the number of workers had gone
up by 16 per cent. since the formation of the Trust,
the monthly wages account had increased, in the two
years, by 44 per cent. The expenditure on *legal
social service insurances amounted to £2,430,000 for
the year—this being an increase of 10 per cent. over
1925-6—and the ‘““&oluntary ” social contributions,
including the special pension scheme for the miners,
to £261,000. The taxes and share of the Dawes scheme
payments amounted to just over three million pounds,
and the combined cost of all these services was equal
to 14 per cent. on the share capital.

In view of this burden great importance was natur-
ally attached to the development of the sale of coke oven
gas through the Goal Ultilisation Company, in which
the Steel Trust held 21 per cent. of the share capital.
It was hoped that shortly an agreement would be
concluded with this body for the sale of 35,000,000,000
cubic feet of gas annually. Favourable results were
expected from this development, from the operation of
the new coking plants, and from new methods of using
gas in the works complex of the Trust.
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The report stated that the low export prices of steel
and of coal had seriously affected the financial position
of the Trust during 1926-7. Taking into account both
direct export sales and inland sales of steel under the
bounty system for working up for export, the average
price received had been only from 10 to 15 per cent.
above the 1913 level, whilé wages had almost doubled,
and the tax payments and contributions for social
services had more than trebled. *

At the annual meeting of the Trust, Dr. Voegler’s
comments on the situation were in a mingled vein of
anxiety and confidence. He contended that the profit
was not high enough and that the provision for depre-
ciation was not adequate. The cost of reconstruction
with foreign meney was only ¢ little less than the saving
achieved, but as the burdens grew they must continue
with the task or go out of production.

He noted as a favourable circufnstance the tendency
of the world price of steel to rise, so that the margin
between inland and export prices was growing smaller.
The production for the first quarter of 1928 had been
maintained at the good level of 1927, and if this
position continued the future could be regarded with
quiet confidence, if it were not for the disturbange of
progress caused by the new wages and hours movement.
He expressed the view that it would be better for the
industrial and economical position of the country if
more people were employed at less, but sufficient,
wages—a comment which evoked criticism from the
trade union leaders, who were urging more strongly
than ever that Germany should adopt the American
high-wage policy.

Dr. Voegler mentioned a significant instance of the
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co-operative relations between the Steel Trust and
Krupps, as expresled by an excBange of works and
quotas, to facilitate the concentration plans of both
concerns.

At the end of March the Board of the Trust reported
that the output of coal, coke, and steel was slightly
higher than in the correspohding quarter of 1927, with
a small reduction in the number of workers and officials,
that the revenue frbm the export trade had increased,
and that six of the new coking plants were in operation.
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.CHAPTER V

THE CHEMICAL TRUST

The production of chemicals is the one British
industry in which a rationalisation movement compar-
able to that in Germany has been initiated. The center-
prise of the combine known as Imperial Chemical
Industries Limited is dealt with in the later chapter
on the industrial situation in Great Britain in relation.
to rationalisation.

The fusion of the four companies which formed
this British combine followed broadly the lines of
the trustification of the German industry, with the
difference that these companies had not been so
closely associated before the amalgamation as the
German concerns, which, in 1916, developed from a
cartel into the somewhat closer form of association
known as an Interessengemeinschaft. From this stage of
“ community of interests’ a complete fusion in a
trust form of organisation was evolved in 1925, the
new body taking the name of “ I.G. Farbenindustrie
A.G.” The British combine does not yet include im-
portant firms engaged mainly in the manufacture of
fine chemicals and medicinal drugs, but in Germany
the great Bayer concern, famous throughout the world
for its pharmaceutical products and for its pioneer
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research work in this field, took a leading part in the
formation of the Ttust. ’

In this industry, therefore, we have an example, not
only of rationalisation devised and carried out by a
single combine, which for all practical purposes may be
regarded as covering the whole industry, but of
trustification conceived and carried through for the
specific purpose of rationalisation. The firms which
remain outside the Trust cannot be compared with
Krupps and the oth¢r independent iron and steel
concerns, or the separate coal companies. As an
example of rationalisation the German chemical
industry may be regarded as having been fused into
one unit of control over the whole field of the most
varied and intricate scientific and technical processes
in the world.

The driving force of the rationalisation movement
was derived not so tauch from financial difficulties as
from the need to adapt the industry to new conditions
and to direct the main productive activities into new
channels. The unprecedented financial strength of the
constituent concerns before the war—built up on a
virtual monopoly in the manufacture of dyestuffs and
special pharmaceutical products—was increased during
the war, and even in the difficult inflation period
substantial dividends were paid.

The trade position had radically changed, however.
Under the stress of war conditions the manufacture of
dyes had been developed in Great Britain, America,
and France. The post-war production of dyes in
Germany was little more than half that of 1913, and
althought an improvement was confidently expected
there was no illusion about the possibility of recovering
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the old dominance. It was decided that contraction of
this section of the industry and rapid expansion in the
new field of synthetic products, opened out by the
war-time development of the Haber-Bosch process of
manufacturing nitrogen, were necessary. The object of
rationalisation, therefore, was not merely to regulate
production within a limitec range and to reduce costs
simultaneously, but to consolidate the whole industry
on a basis of new and interwoven processes capable of
expansion in an ever-widening circle.

The form of organisation known as the Inieres-
sengemeinschaft, from which the Trust developed, may
be described as a federation in which a joint committee
of the affiliated concerns directs the general policy,
fixes production and prices, and organises sales, while
permitting to the separatc firms autonomy in the
organisation of their works and rescarch departments.
To this extent, much progress i:ad been made in
the direction of * rational” administration of the
industry.

For the far-reaching technical rationalisation, which
was deemed to be necessary to re-establish the industry
in a thoroughly sound position, an extension of central
control, both of policy and management, was clearly
needed. Only this way could overlapping and duplica-
tion of effort be eliminated.

The principal concerns in the Interessengemeinschaft
formed in 1916 were the Bayer Company, with its
extensive works at Leverkusen, near Cologne ; the
Badische Analin and Soda Fabrik, with its chief centre
at Ludwigshafen ; Meister Lucius and Bruning, at
Hochst, known later as the Hochste Farbwerke;
Cassella & Company, of Frankfort ; the Berlin Analin
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Company; and the Griesheim Electron Company, at
Frankfurt. ¢

These firms, and others whlch were taken in sub-
sequently were engaged mainly in the production of
dyestuffs, synthetic nitrogen and fertilisers, phar-
maceutical goods, fine chemicals, acids, films, oils, and
aluminium and other metal alloys. The initial capltal
of the Trust was 32,000,000. The separate compames
became, in effect, fnancial holding bodies, asin the case
of the Stecl Trust, which, indeed, followed broadly the
administrative policy adopted by the Chemical Trust.

This was described at the time as * regionally
decentralised centralisation.” From the boards of
directors of the constituent companies a central council
of administration wast formed, and, this body was
responsible for the supreme direction of the affairs of
the Trust. Herr Bosch, the famous chemist who had
risen to be the heali of the Badische concern, became
president of the Trust, and Herr Duisberg, the head of
the Bayer Company, was appointed chairman of the
administrative council.

To avoid the danger of the evolution of a close
bureaucracy the works were grouped into four
territorial units, for purposes of management and
detailed administration—the Upper, Central, and
Lower Rhine, and Central Germany. The three
Rhineland zones contained principally the old-estab-
lished works. In the Central German area, in the region
around Halle, were situated the new works, based on
the exploitation of extensive deposits of cheap lignite,
or ‘“‘ brown coal,” which were speedily to be developed
into a vast complex of undertakings for the manufacture
of the new synthetic products.
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One characteristic common to the chemical industry
everywhere is the veil of sccrecy drawn over the details
of the business. This is traditional, and springs from the
nature of the enterprise. Every effort is naturally made
to keep secrct information relating to rescarch work,
new discoveries, and the degree of success attained in
the commercial operation ef new processes. This habit
has become engrained, and influences the whole policy
of those responsible for the undertakings. Hence, there
is less known about the rationalisation measures taken
by the Chemical Trust, and the results achieved, than
in the case of the other industrics we have examined.
The detailed accounts of rationalisation policy given
by the Steel Trust, for instance, offer a sharp contrast
to the reticence of the directors of the Chemical Trust,
and this conspicuous sccrecy has evoked complaint and
criticism from the sharcholders and those who are
inclined to sce a public danger in the formation of
powerful industrial combines.

It is known that, so far as concentration of production
is concerned, the methods were similar to those adopted
in the other industries. In the dyestuffs section, for
instance, the over-productive capacity was rectificd by
closing down obsolescent works and plant, cutting out
overlapping units, and re-equipping the works main-
tained in production, with the object of reducing
labour and other costs on the basis of full-time working.

In the competitive period the production of numerous
shades of colour closely resembling each other had
been carried out at gréat cost of duplicated research and
manufacture. Redundancies of this kind were drastic-
ally eliminated. The centralised control of research
made it possible to direct it to specific ends without
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waste of effort. In the production sphere each factory
was assigned specitllised tasks. Uninterrupted output
of particular goods with the attainment of the lowest
possible overhead charges in relation to production was
the principal aim. The provision of reserve plant and
stocks to mect the fluctuations of demand could now be
kept to a minimum. ,

In the other older branches of the industry similar
economies were zchicved by the contraction and
adaptation of the productive processes where it was
necessary. The sales organisations were centralised and
simplificd, with the object of limiting the price margin
between producer and buyer to the narrowest dimen-
sion. Finance was simplified. All superfluous balances
formerly necessary und:r the separate ownership of
the works were eliminated. The power to raise loans on
the best obtainable terms was greatly increased, and
altogether substantial economies were gained in this
sphere, as well as on the production and research sides.

All this reorganisation was important, but it was
on the pionecr work in the field of synthetic manu-
facture that the energies of the administration of the
Trust were mainly concentrated. Here was a sphere of
unlimited opportunity, opening out vast possibilities
of enterprise and expansion. In it the principles of
rationalisation, so far as they related to central control
of production to regulate it to market demands, to
mechanical efficiency and labour saving, and to
simplified marketing, were applied with amazing
energy. The process was directed, in fact, to the
building up of a new section of the industry, and to the
creation of markets for an increasing output of a new
range of products.
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To attempt to describe the new enterprises in detail
would lead us into sntricate technigalities beyond the
purpose of this book. It will suffice to indicate generally
their nature and scope.

The starting-point was the exploitation of the
synthetic nitrogen process discovered by Haber, the
famous German chemist, and modified for commercial
operation by Bosch. This procéss was devcloped as
rapidly as possible during thc war by the Badische
Company, as the main sourcc, of the supply of ex-
plosives. After the war the Leuna works which had
been constructed near Merscburg, in the Central
German brown coal region, where clectricity could be
produced very cheaply, were steadily cxpandcd for
the production  of sulphate of ammonia and other
fertilisers. Pnccs were lowered, farmers were stimulated,
by propaganda to use the synthetic products in ever-
increasing quantities, and sales mo&nted rapidly. Large
profits were made, and from these were built up reserves
which made it possible in the next few years, not only
to extend the works to nmect the rising demand, but to
embark on new and very costly rescarch enterprises.

These were mainly concerned with the production
of oil from coal and lignite. The Badische Company
had acquired the German rights in a process discovered
by Dr. Bergius for the production gf oil by applying
hydrogen at high pressure to coal, by which means a
very large proportion of the coal was transformed into
oil, without any residue of solid fucl, as in the case of
low temperature carbdnisation.

After the formation of the Trust it was decided to
test out this process on a commercial scale. The
Badische research workers had produced modifications
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of the process to adapt it specially for the treatment of
lignite, and the fisst factory wasetherefore erected as
part of the Leuna group. Here there was unlimited
cheap electrical power derived from the rationalised
brown coal-mines. With mechanisation and the
development of automatic machinery carried to such a
stage that hand labour wastalmost eliminated, from the
mine to the furnace, this fuel could be delivered into
the furnaces of the power station and into the oil
extraction factory at a cost equivalent to 7s. per ton
for ordinary coal. ,

The production of hydrogen on a vast scale served
both enterprises, the manufacture of synthetic fer-
tilisers and the treatment of the lignite for oil extraction.
But this was only the beginning of the intricate inter-
relation of processes, which the Trust now proceeded
to devclop, and which was made possible by the
accumulation of huge financial resources and a
centralised direction of specialised cffort. Intense
research was carried on with the object of discovering
commercial methods of utilising by-products of the
established processes as the raw materials for more
varied combinations or new manufactures. Other
forms of nitrogen fertilisers, particularly in combination
with a by-product carbonate of lime, were evolved,
and the productien of complete fertilisers extended the
use of phosphatic substances produced by the industry,
and paved the way for closer association with the
potash concerns.

Meantime, the research workers had been working
out new methods of producing synthetic alcohols and
motor spirit, and before the end of 1927 these develop-
ments, in conjunction with the successful working of

132



THE CHEMICAL TRUST

the oil extraction plant, led to an arrangement with
powerful oil distribution intcrestsy and enabled the
Trust administration to announce that a very large
quantity of motor spirit would be placed on the
market during 1928. The rapid extension of the oil
extraction works to an annual output capacity of
700,000 tons of oil by 1930%r 1931 was predicted.

The Trust also acquired important interests in the
artificial silk industry by financial #ssociation with the
Bemberg Company and the Glanzstofl' concern, with
which Cougtaulds are closely connected. All these
developments have been governed by the principles of
rationalisation—-control of production in relation to
demand, the elimination of price-cutting competition,
the central orgapisation and sitfiplification of marketing
and distribution, the prevention of waste in transport,
and the reduction of costs by the fullest  possible
utilisation of labour-saving machmery

Owing to the fact that, side by side with the con-
traction of the older scctions of the industry to bring
their production in relation to a restricted market, the
development of the newer enterprises was proceeding
at a rapid rate, the effect on the workers was not the
same as in the coal and steel industries. In the aggregate
there was no initial displacement, but a transference of
the principal centres of cmployment and a steady
increase in the total number of people cmployed.
During 1927 the increase amounted to 20,000, bringing
the number of the Trust’s employces and officials to
110,000. )

Having regard to the desperate economic situation
of German industry generally through the inflation
period and up to 1926, the financial position of the
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Chemical Trust at the end of 1927 can be truly des-
cribed as an astorfishing tribute Yo the energy, skill,
pertinacity, and imaginative planning with which the
industry had been piloted through its difficulties.

In Scptember 1926 the capital was raised to
£55.000,000, a large part of the new capital being
used for the construction of the costly new works at
Merseburg, and at the beginning of 1928 an issue of
£12,000,000 of bohds was sanctioned for still further
developments in this region. Very large profits were
made {rom 1925 onwards, but the traditional con-
servative policy of limiting the distribution to share-
holders was maintained. For the year 1926-7 a 10 per
cent. dividend was paid out of a net profit of £3,500,000
and out of the gross* profit no less a sum than
£3,7 50,000 was allocated to depreciation. At a meeting
early in 1928, callcd to consider the bond issue, a
reticent but highly ‘optimistic reference was made to
the general position of the Trust, and a dividend of
12 per cent. for 1927-8 was foreshadowed. This was
confirmed shortly afterwards by the issue of a report,
which, despite its rescrve, indicated remarkable
expansion and prosperity. .

The net profit was over £5,000,000, an increase of
£1,500.000 during the year, and the total value of the
works was shown as £2,000,000 higher than in 1926.
The turnover increased by about one-fifth. Reticence
was still maintained about the productive capacity of
the new oil extraction works, but it was announced
that the output was steadily mcrcasmg, and that the
oil was sold without difficulty.

The ever-growing importance of research was
indicated by the fact that, out of the total staff of
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110,000, the number of chemists, engineers, and
administrative workers was over 22,000. In these early
months of 1928 there was immese activity at the
Leuna works. Nearly thirty thousand men were em-
ployed on normal productive work, and many
thousands were engaged in the construction of new
buildings, plant and conmecting railways.

A broad picture of the gencral effect on the whole
industry of the combination of imterests, and of the
subsequent rationalisation, is presented by the export
of chemicals. From 1925 onwards the recovery from
the early post-war deprcssxon was rapid, and by 1927
Germany had regained its supremacy as a seller of
chemical products in the markets of the world, with
the exception of heavy alkals, in which scction the
British mdustry continues to hold an unchallenged
position.

The export of dyestuffs increas®d from 27,000 tons
in 1926 to 34,000 in 1927, but the measure of contrac-
tion in this branch of the industry is indicated by a
comparison with 1913, when 82,000 tons was cxported.
Taking the whole of the German chemical products,
however, the value of the new enterprises and the
growmg sale of synthetic nitrogen products is scen in
the rise of the total export from £5.4,000,000 in 1926 to
£65,000,000 in 1927—this being 50 per cent. more than
the chemical exports from the United States and double
the British export value.

In the important potash section of the German
chemical industry the conditions in 1924 impelled the
producing firms to adopt drastic rationalisation
measures. The post-inflation difficulties caused by lack
of liquid capital were increased by low demand and a
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large surplus productive capacity. Regulation on a uni-
form plan throughqut the industry was not possible at
this stage, owing t& rivalries between the producing
groups and various financial manceuvres to obtain con-
trol. The Wintershall concern, which controlled not far
short of half the production, took the lead in closing
down the less remuncrative shalts and works, and their
example was soon followed by the other groups.

By the middlc ofu1g25 only 6o shafts out of over 200
were in operation, and the number of workers had fallen
from over 50,000 in 1923 to about 30,000. From this
time onwards the modernisation of the plant and the
development of new by-product works proceeded apace.
Foreign loans were obtained for this purpose. By 1926,
when a profit-making pasition was regained, it was con-
sidered that over a hundred of the closed shafts would
remain permanently out of production, and about 30
were kept as a productive reserve, to he operated or
closed according to the state of the market.

A quota system of regulating output was restored, and
by interlocking of slmcholdmg the control of produc-
tion came finally to be vested in two groups. The de-
velopment of the manufacture of complete fertilisers at
the Leuna works of the Chemical Trust brought this
body into closer rclations with the potash producers,
and opened the way to a still greater consolidation of
interests in the future. In this industry the number of
workers employed appcars likely to be permanently re-
duced, owing to the extent to which the mechanisation
has affected manual labour. By 1927 the total staff had
been reduced to about twenty thousand.
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CHAPTER VI

GENERAL INDUSTRY AND POWER

Although it is in the “ basic > industries that tech-
nical rationalisation has been yndertaken in its most
drastic and complete form in Germany, the principles
have been applied in varying degrees in the other indus-
tries. All were scriously affected by the same causes.
Everywherc therc was the same urgent need to regulate
a surplus productive apparatus, to reduce the ratio of
overhead and labour costs to output, and to prevent.
the loss which was an inevitable result of competitive
price-cutting in these circumstan®es. The extent to
which the rationalisation® process could be applied
differed widely, and each industry had to adapt it to
its own needs and conditions. Naturally, mistakes were
made, but on the whole the results were as notable in
their degree as in the larger industries where the process
was carried through in more spectacular fashion.

From the time of the stabilisation of the currency to
1925, the older branches of the textile industry—wool,
cotton, and linen—were deeply involved in troubles
arising from lack of ttade and the financial position.
Bankruptcies were numerous, and forced sales of stock
helped to break down the cartel price-fixing organisa-
tions. The position, indeed, was comparable with that
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in Lancashire in 1927, when the efforts of the Yarn
Association to regylate output and impose a minimum
price standard faildd because of the fierce competition
for a restricted amount of business.

In Germany the situation was not quite so desperate
asin Lancashire, owing to the fact that the textile indus-
tries depended less on export, but, until the general
revival of purchasing power in the home market was
brought about by the progress of the rationalised heavy
industrics, there was much unemployment, and wages
wcere very low in the textile centres.

Meanwhile, rationalisation measures were adopted
in the textile industry, and important amalgamations
were promoted to facilitate the process. Production was
concentrated in the modt suitable mills, and these were
re-equipped and re-organised ‘'on a labour-saving basis
to give an ordered flow of the material as it passed from
stage to stage of maftufacture and finishing. The econo-
mies resulting from this redrganisation, and from the
introduction of new machinery, were all the greater
because of the *“ vertical ” construction of the industry,
that is, the association in one concern of spinning,
weaving, dveing, printing, and other works, in con-
trast to the ¢ horizontal ” alignment of the British
industry, in which, for the most part, the various
processes are carrigd out in separate and sclf-contained
works.

As rationalisation proceeded prosperity was gradually
restored. The producing firms, with simplified sales
organisations and substantially ower costs, were in a
posmon to reap the greatest advantages from the rapid
increase of trade during the latter part of 1926 and
throughout 1927, when higher wages and salaries gave
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greater purchasing power to the working and middle
classes throughout the country. JVages rose in the
industry, and the number of workfrs increased.

To take the cxperience of one of the Augsburg wool-
len concerns as a typical example of the rapid change
in conditions, the report of the firm for 1927 stated that
production throughout th¢ works had increased by 20
per cent. over 1926, and that the output of the weaving
department had doubled. The total turnover was 169
per cent. over the pre-war record year, 1913. The divi-
dend was increased from 12 to 14 per cent., and the
amount allocated to depreciation, and the completion
of re-cquipment was almost as much as the net profit.

A woollen concern with £2,500,000 capital increased
its depreciation from /104,000 to £ 215,000, and its net
profit from {200,000 to £312,000, from which a 12 per
cent. dividend was paid. Still another, with a capital of
£500,000, reported a gross profit of £265,000, of which
£50,000 was allocated to depreciation, £25,000 to a
special reserve (bringing the total reserves to one third
of the share capital), and £135,000 to net profit, from
which a dividend of 12 per cent. was paid, against 8 per
cent. in 1926. During the¢ year, £37,000 had been spent
out of current income in completing new buildings
and machinery, but in spite of these improvements
and extensions the works had been operated three
shifts a day throughout the year to cope with the
demand.

Comparable progress was recorded by cotton con-
cerns, and the 1927 results were attributed as much to
the savings in cost in the rationalised works, and to
the restoration of full cartel control by co-operative
action throughout the industry, as to the oceneral
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revival of trade. The effect on employment of the
enlargement of thegmills and plant is indicated by the
fact that, in the colton branch alone, the number of
workers rose by over 40,000 during 1926 and 1927.
In the early part of 1928, however, there was a tendency
for trade to slacken both in the wool and cotton
sections of the industry.  *

The principles of rationalisation were applied in the
rapid devclopment® of the artificial silk branch of the
industry, which escaped the difficulties of the older
sections. The consnlidation of the milly under the
control of one or two groups made it possible to plan
the new buildings and cquipment according to a
clearly thought out programme, and the position of
the firms was immensely strepgthened, by their inter-
national affiliations and the intimate association with
the Chemical Trust,

For the most part, the German engineering industry
was organised in big-scale units before the war, and the
final result of the unstable “ vertical ” fusions in the
early post-war years was to leaye a still smaller number
of controlling groups. In the electrical machinery
manufacturing section, for instance, the General
Electric Company (the A.E.G.) and the Siemens
and Halske and Siemens-Schuckert concerns were
dominant.

All these powerful concerns undertook a vigorous
rationalisation programme, and they were specially
favoured in the wealth of the harvest reaped from
it by the enormous demand for machinery and
other engineering products created by the technical

:
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reorganisation of the coal, iron and steel, chemical,
textile, and other industries. The process was similar to
that already described—concentjated and closely-
regulated production, comprehensive modernisation
of plant, mass production on specialised lines in par-
ticular works, the reduction in transport costs by every
possible means, and the elimination of unnecessary
intermediate agencies for the purchase of materials
and the sale of products. '

The sound financial position gttained by the Krupps
concern, already described in the chapter on iron and
steel, was partly due to the reorganisation of the
manufacturing departments of the firm, which cover
a very large part of the ficld of general engineering.
The progressive restoration Sf prosperity in other
concerns is sufficiently iddicated by the 1927 reports of
the electrical combines. The A.E.G. increased its net
profit by £80,000 to £617,000 antl its dividend from
7 to 8 per cent. The net profit of Sicmens and Halske
rose from £310,000 in 1925 to £820,000 in 1927, and
the dividend was increased from 10 per cent. in 1926
to 12 per cent. Sicmens-Schuckert increased the net
profit by [fi150.000 over 1926, and increased the
dividend from 8} to g per cent., despite an addition of
£1,500,000 to the capital during the year.

The general engineering indugtry afforded an
interesting example of combination to creatc conditions
favourable for rationalisation. In the railway waggon-
building section serious depression was experienced,
owing to excessive corApetition, lack of trade, and high
costs. At the end of 1926 an association of thirty of the
principal firms concerned was formed at the instance of
the State Railway Company, which guaranteed the
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assdciated concerns 9o per cent. of its orders on certain
conditions. These jncluded an umdertaking from the
firms that everythhag would be done to bring about
rationaliscd production, and a stipulation that the
price of the waggons would be virtually fixed by the
Railway Company.

The Association purchases the matcrials required by
the affiliated concerns through an arrangement with
the Steel Trust amnd its selling organisation, and so
ensures the maximum,of economy in this department.
The firms have reorganised their works on familiar
lines, an enterprise which was not possible while
competition and over-production created unstable
conditions. The financial position has improved
substantially, but it is saggested that the State Railway
Company gets the main advahtage through the lower
prices of the waggons. In the long run, of course, the
benefit should filter®own to industry generally. It may
also be noted incidentally that the gains in transport
economy, alrcady derived from the single ownership
of waggons by the railway and the standardisation of
types and parts, which had been easily attained under
this common ownership, were substantially increased
by the rationalisation of manufacture.

L4

In the construction of motor vehicles of all kinds the
German manufacturers remained far behind the British
and American in the years immediately following the
war. Apart from a few special line:s developed by one or
two concerns, there was little progress either in design
or methods of manufacture until 1926, when the
rationalisation habit spread to this branch of the
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engineering industry. Then there were fusions to
facilitate modernisation of plant for mass production
and the standardisation of types. ;r his involved the
dismissal of many workers at first, but re-absorption
took place as the industry expanded, and from the
economies and increasing revenue the workers reccived
increases in wages amounting to about 15 per cent.
during 1927. .

The conditions in the German shipbuilding industry
were not favourable for rationalisation. It is more
difficult to close down a whole shipyard, or part of one,
for the concentration of production than to scrap an old
building and plant in a steclworks, and it is still more
difficult to organise a specialised output in particular .
yards on standardised production lines. The more
important concerns, such as Blohm”and Voss and the
Deutsche Werft, backed by powerful financial, iron
and stecl, and engineering interests, manifested no dis-
position to promote mergers to absorb the smaller yards.

These minor concerns remained depressed through-
out 1926 and 1927 owing to the strong competition of
the larger undertakings, and this circumstance induced
Herr Schroeder, the Bremen banker, to cxtend his
rationalisation finance operations by the promotion of
a fusion of several small yards towards the end of 1927.
His avowed purpose was to close down gradually the
more costly works and to transfer the orders to one or two
reorganised yards, withithe double object of achieving
substantial economies and limiting competition.

There were general discussions on the possibility
of closer concentration involving the other concerns,
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and the advantages of centralised purchase of materials
and simplified administration were stressed. Whether
these discussions w\ll lead to further combinations or to
partial trustification in the near future it is impossible
to say.

.

The carjel organisation of the linoleum trade, so far
as price-fixing is concerned, has long been established,
both nationally and internationally. In some countries
this has not favoured the consumers, as the price-
fixing has assumed the ring monopo]y characteristic
without any particular regard to the increase in effic-
iency of the manufacturing and distributive processes
throughout the indudtry as a whole In Germany
rationalisation procceded rapidly in this industry
during 1926. A combine was formed to control at least
go per cent. of the fational output.

The works were moderhised, and the outstanding
featurc of the rationalisation was the allocation of
production at the various factorics on a territorial
basis, so that both home and export market could be
suppllcd with the minimum transport costs. Prices of
important products were reduced to stimulate demand
and ensure full-time working of the factories, and
substantial dividends were paid during 1926 and 1927
out of increased profits.

Through one of its associated concerns the combine
is linked up indirectly with the Chemical Trust, and it
is expected that, in future, t%e industry will derive
great advantages from any of the Trust’s research
discoveries which may be applicable to the processes of
linoleum manufacture.
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In the pottery trade also, concentration of interests
and modernisation Qf factories’ and plant have been
energctically fostered during the pj §t three years. The
installation of the latest automatic ‘machinery has been
stimulated by the intensive clectrification of the country
and the consequent availability of cheap power.
Research organisations hawe been pooled, and notable
results have been achieved, particularly in relation to
firing methods and fuel saving. With this development
of co-operative action the industry has made a recovery
not less remarkable than the other results of rationalisa-
tion recorded in the foregoing pages.

The story of the development of the German national
organisation for ‘the gencration of clectricity since the.
war is one of a revolution in power production, carried
through with astonishing energy aiid concentration of
purpose in face of immense financial and industrial
difficultics. It may be taken as the peak achievement
of a nation faced with the alternatives of being
permanently ‘ down and out,” or of rebuilding a
shattered industrial and economic structure by a
desperate and gigantic effort, in which many indi-
vidual and sectional intcrests had to give place to
national considerations. .

We are concerned here, however, with this achieve-
ment only in so far as it offers an example of rational-
isation of production. Germany is now covered by a
network of high volt@ge overland transmission lines
and secondary cables carrying the current from the
transforming stations to the users. The organisation
is on a zone basis, corresponding roughly, but
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not completely, to the territories of the federated
States. , ]

Stage by stage the control and administration, so far
as the generation of current is concerned, have become
vested in a single authority in each zone, while the
distribution is left to municipalities and other local
bodies. The executive authority is usually in the form
of a limited liability company acting for the owners,
whether it be the>State or an association of interests.
For instance, the Central German stations belong to the
Reich ; the Prussian, Saxon, and Bavarian States have
a controlling financial interestin their own territorial
spheres ; while the great Rlenish-Westphalian under-
taking, known as the R.W.E,, is jointly owned by the
municipalities, tht Prussian State, and ** big business.”
-By this limited liability company method the danger
of rigid bureaucratic administration, or of polmcal
influence on policy, is avoided. The undertaking is run
on ordinary commercial lines, with the important
proviso that interest on capital is limited and the ideal
of public service is predominant in policy decisions.
The directors, all experts in their particular sphere, are
chosen by * gencral assemblies” appointed by the
owning bodies to carry out the function of general
supervision, and within defined but wide hmits the
directors are invected with executive authority.

With the gradual evolution of this system rationalisa-
tion was facilitated. The three capital stations of the
Reich system have a total capacity of 700,000 kilo-
watts. The Zschornewitz stati¢h in this group, with
430,000 kilowatt capacity, is the largest in Europe,
and the latest special station, at Rummelsburg, be-
longing to the Berlin municipal supply and linked
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up with the Central German system, derives its
main power from three sets each of the enormous
capacity of 80,000 kllowatts

These great stations can, of courde, be run economic-
ally only on a very high average load factor. The
operation of the three Reich stations of the Central
German system may be tzken as an example of the
method. The distributing authorities in Berlin (100
miles distant), Dresden, Leipzig, Magdeburg, and the
smaller towns and villages in the zone, contract for a
fixed daily amount of current, so that the stations are
run with the least possible variation. The fluctuating
demand in the distributirg areas is met from smaller
stations. The main supplies, therefore, arc obtained at a
price which would be 1mpossIblc ~under any other
conditions. ’ )

For instance, current is dclivered over 100 miles of
overland cables, at 110,000 voltdge to the Berlin
transforming station at less than the cost of generation
in the older stations in the city. In this way, the average
cost of current to the distributing bodies, allowing for the
higher charge for the current generated at the smaller
local stations to meet the fluctuating demand at different
parts of the day, has been reduced substantially. While
small consumers must still pay the necessary heavier
charges for distribution service, industrial users of
large quantities of current derive material advantage
from the rationalised system.

In the Rhenish-Westphalian zone, which extends
from Osnabruck in theynorth to beyond Frankfort-on-
Main in the south, with the overland cables in the
southern section transmitting current at over 200,000
volts, the Goldenberg station, like those in Central
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Germany, uses brown coal as fuel. Linked up in this
system are several capital statipns run on ordinary
coal belongmg to the company, as well as the great
majority of the statlons belonging to the coal and iron
companies.

During the hours of peak consumption at the stations
belonging to the mines and works, current is taken from
the overland lines, arld during the slack periods the sur-
plus current is putiinto the mains. Therefore, these sta-
tions also can be operated at a high point of efficiency,
and another important advantage is that no stock of
spare parts need be carried at the smaller stations. Ifa
breakdown occurs the station is shut down while the
repair work is done, and all the current required in the
meantime is taker from the general system. The possi-

.bility of large aggregate savings opéned out by this
mutual adaptation to needs is self-evident.

In the areas whtre water power is available, mainly
in the south, the load factor {s equalised, and production
costs are reduced by operating the steam stations at high
average load and meeting the fluctuating demand from
certain water power stations, where the output can be
varied throughout the day, w1thout any considerations

of fuel cost, by shutting off ‘or re-opening the water
supply to partlcular turbines.

The economies, resulting from this system of control
and regulation, by which the highest degree of efficiency
can be obtained throughout the supply service, are in-
creased by the newest methods of getting and distribu-
ting the fuel at the brown coalsstations. Here one sees
attained the utmost limit of mechanisation. In the main
the lignite is mined from wide open quarries, and
gigantic electrical scooping machines are used for
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removing the “ overlay” of earth and for taking
up the lignite, which resembles fairly dry peat in
texture.

The waggons conveying the fuel’ from the quarry to
the station are emptied automatically into enormous
hoppers, from which it passes on conveying belts to the
hoppers over the furnaces. @ne mgn, sitting at a switch-
board and receiving communications from ghe power-
house engineers indicating their stfam requirements,
controls the flow of the lignite into eighty furnaces. In
the great bailer houses the personnel consists of a few
mechanics. The ashes fall from the furnace bars into a
funnel, where they are sprayed by water and drawn
by compressed air suction through pipes back to the
cleared spaces of the quarry. Fronf start to finish no
manual labour, in the ordinarily accepted sense of the:
term, is employed in the process of winning and con-
suming from ten to fifteen thousand tons of brown coal
per day.

This cxplains the fact that the cost of the fuel, de-
livered into the furnaces, is only 2s. per ton, which is
equal to about 7s. for ordinary coal, on the usual reckon-
ing that three and a halfitons of lignite equal one ton
of coal in fuel value. In conjunction with the vast scale
of production—the output of the three Central German
stations being about 1,750,000,000 kilowatt hours per
year—it also explains the low price at which the current
can be supplied in bulk.

In this organisation for the large-scale, concentrated
generation of electricit), therefore, we see the applica-
tion of the chief principles of rationalisation—central
control of production, the most complete mechanisation
attainable to eliminate the .heaviest and lowest-paid
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forms of labour, and the avoidance of waste both of
human effort and material resources—under a system
of socialised ownership, combined with a modified form
of ordinary industrial and commercial administration.
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CHAPTER VII

STANDARDISATION AND
SIMPLIFICATION

Thhe standardisation and simpﬁﬁcation of products is
a natural consequence,of the wider and more funda-
mental measures adopted in the reorganisation of the
heavy industrics, and is therefore regarded in these
industries as a matter of secortdary “importance. The
method of reducing manufdcturmg and commercial
costs, and of eliminating waste effort, implied by these
terms is, however, one of the mos? important in the
rationalisation of the smalter miscellaneous industries,
which do not lend themsclves to large-scale combina-
tion. Indecd, in America, where economic conditions
and industrial problems differ so widely from those in
Europe, there is a tendcncy to interpret rationalisation
mainly in relation tosimplified production and scientific
management, without reference to planned control of
output throughout an dndustry and the other drastic
changes to which this control has led in Germany.

This is attributable to the predominant place given
to simplified practice in industrial discussions during
the past four years undgr the dynamic influence of Mr.
Hoover’s advocacy, which gathered an immense per-
suasive force from his office as Secretary of the United
States Department of Commerce.
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His educative propaganda campaign, initiated in
1921, brought a remarkable harvest of results. He
argued that incalculable waste resulted from the manu-
facture of a large mamber of unnecessary varieties of
almost every article in common use. Constant changes
of machinery to produce rclatively small quantities of
each variety, the constant expense of producing diffe-
rent designs, and the fhecessity for carrying multifarious
stocks, both in the factories, the warehouses of mer-
chants, and the retail stores, not only increased the cost
of manufacture, but made it more difficult to strike a
balance between demand and production, thus adding
to the factors which bring about booms and slumps.

Mr. Hoover also urged that more attention should be
given to methods<hy which all-round efficiency might
be attained, including : ‘ ‘

The improvement of transport, and the reduction
of loss by breakages and delay.

The elimination of unnecessary intermediary
agents in distribution and sale.

The avoidance of merely wasteful and ignorant
competition.

The improvement of statistical services, so that
manufacturers might be better able to adjust output
to the current state of the market.

/

While progress has been made in relation to all these
matters the most spectacular results have been recorded
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in connection with ‘simplified practice,” which Mr
Hoover defincd as follows :

¢ Simplified practice means’ the reduction of
variety in sizes, dimensions, and immaterial diffe-
rence in everyday commodities. Its purpose is to
eliminate waste, decrease cost, and increase values in
production, distribution, and consumptson. It has
nothing to do with style problems’or matters of indi-
vidual creation ” .

[ ]

Under the stimulus of Mr. Hoover’s propaganda, and
on the initiative of the officials of his department,
conferences of manufacturers, 'disyl‘butors, and con-
sumers were corivened ih many industries. By the end
of 1925 no fewer than nine hundred conferences had
been held, and four hundred trade gloups were engaged
in working out schedules of simplified shapes and sizes.
These schedules covered thousands of varicties of
articles, and it is only possible here to indicate the
extent of the movement and its results by noting one or
two typical decisions.

Varieties of pocket-knives were reduced from 1,500
to 300 ; of hammers, hatchets, etc., from 2,752 to 761 ;
of pipes and fittings from 17,000 to S10 ; of stoves and
ranges from 2,982 to 364 ; of paving-bricks from 60 to
6 ; of spades and shovels from over 4,000 to less than
400 ; of blankets from 78 to r2.

The achievement has been described by Mr. Hoover
as ‘“one of the most “astonishing transformations in
economic history,” brought about by co-operation
between the Government Department of Commerce
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and industrial leaders. The effect of these agreements
within each industry on manufacturing processes was
notable. It became possible to s1mphfy mechanical
equipment and to adapt it for cheaper mass production
on a scale not realisable without co-operation and
regulation.

There are obvious limits to this form of industrial
economy, and occasiénally too little regard was paid
to the danger of an appalling monotony, or to the need
for meeting demand, dictated by individual taste.
But within these limits there is enormous scope for
simplification in the varieties, of purely’ utilitarian
articles, and for this reason alone, the American
example is being closely studied in other countries. It
will unquestionabiy be*widely followed.

Although there *has been no movement in Great
Britain comparable to the simplified practice achieve-
ment in the United States, it was in this country that
pioneer work was started, as far back as the early
nincties, with the object of promoting standardisation
in engineering practlce A fine technical distinction is
drawn between * standardisation” and * simplified
practice.” The first may be described as the process of
devising standard specifications for all kinds of engineer-
ing products, with the object of combining the highest
degree of quality and suitability for the purpose to be
served. The second is concerned primarily with the
wholesale elimination of unngcessary variations in
every conceivable type of product without any par-
ticular regard for quality.

The standardisation work in Great Britain has been
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carried on mainly by a body known as the British
Engineering Standards Association. It has received
small grants from Government funds, but there has
been no active co-operation of tMe kind instituted by
Mr. Hoover, and the Association has had just cause to
complain of lukewarm interest in the industry it serves.
Under the circumstancessit has a hxghly creditable
record of work accomplished, and its influence has
extended into the field of internatiofal standardisation.

The scope for extension of the work, and for the
adoption of simplified practice measures throughout
British industry, is almost unlimited. To take rail
transport, as one of scores of examples that might be
examined, it is obvious that very lagge savings could
be achieved by the adoption of a standardisation and
simplification policy by all the four groups. There are
small variations in almost every clags of equipment, in
size and shape of the parts of signalling apparatus, of
waggons, axles and springs, of engines, of warehouse
equipment. There is neither a technical nor @sthetic
reason why these differences should be perpetuated.
No one who has watched the changing of rollers in a
steel mill for the production of a few strips to make up
a small order for waggon springs, of a design dictated
by some personal xdlosyncrasy, or who has examined the
stocks of varied patterns, which have to be carried for
this unnecessarily costly work, can doubt Mr. Hoover’s
assertion that the comprehensive simplification accom-
plished in the United States has saved millions in
manufacturing costs.

The increasing interest aroused by the movement in
America, and in a similar movement in Germany, has
stirred the British Board of Trade to some sense of its
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responsibility and potentiality in this field of industrial
reorganisation. In March 1928 a meeting was held,
with the President of the Board of Trade in the chair,
to consider, rather Yelatedly, how impetus might be
given in this country to standardisation and simplifica-
tion on the lines of the American and German move-
ments, and the pioneer work of the British Engineering
Standards Association. The need for a central organisa-
tion to direct the work was realised, and a committee
was appointed to consider how this might best be
evolved.

For fuller information on the American sxmphﬁcatxon
and the British standardisatidn movements the reader
may be referred, to the report on Factors in Industrial
and Commercial Eﬁmnqy, one of the puplications of the
Government Committee on Industry and Trade.

German industrialists who visited America after the
war gave close attention to the programme of Mr.
Hoover and to his methods of carrying it out. The
result was that in 1925 the earlier industrial-economic
organisation, which had been expanded into the
Reichskuratorium fur Wirtschaftlichkeit—which has
been referred to in the introduction—was expressly
charged by the Government with the duty of studying
rationalisation in all its forms, including standardisation
and simplification.

This body is composed of men representative of all
branches of industry and commierce, technology and
industrial science, and economic experts. In the three
years it has been provided with funds from State
sources to the extent of £200,000, and this independent
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financial position has enabled it to work without regard
for any particular interests.

Its mission has been to propagate the ideas of ration-
alisation in every department of miscellaneous industry
and trade. The staple industries, which had been able
to work out their own rationalisation plans, did not
need the help of the Reichskuratorium, so that it was
left free to study particularly the methods by which
the main principles of the processscarried® out in the
heavy industries could be adapted and applied to
the different circumstances of the smaller concerns,
which still* operated more or less under competitive
conditions. .

It followed in these circumstances that, at the outset,
attention was mainly directed 1o the %rganisation of a
general campaign for the adoption, throughout mis-
cellaneous industry and wholesale and retail trade, of
the principles of standardisation ¥nd .simplification.
The point was emphasised; however, that mere copying
of American methods should be avoided, and that the
best forms of adaptation to German conditions should
be studied.

This body has carried on its work with great energy
during the three years.’ Subsidiary boards have been
appointed to concentrate on particular aspects of the
work, and to study the special proplems of particular
trades. These include standardisation, the use of waste
products, management and administration, industrial
psychology, vocational training of the young and the
choice of work according to fitness, transport in
relation to the distributden of goods, and the simplifica-
tion of business forms and documents—with every
aspect, in fact, of the question of saving labour effort,
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capital expenditure, and operating costs, and prevent-
ing waste of every kind.

One example will suffice to’indicate the objects
aimed at so far as gommerce is concerned. A uniform
method of book-keeping is suggested for a host of
industries and trades which can adopt it without
difficulty, so that sxmphﬁcatlon and mass production
of the documents and*books required may be promoted
in the prihting awd stationery manufacturing trades.
Educational work, for the benefit both of the general
public and the manufacturers, has included the
organisation of exhibitions to show the wa$te involved
in the extraordinary number of unnecessary and useless
variations in articles of common use which have come
into existence un'dcr a systcm of cntlrely unregulated
production.

Progress has not been so rapid or spectacular as in
America, but the Mlovement is steadily gaining ground.
As will be shown later, the importance of this work
can hardly be over-estimated when we consider it in
relation to the problem of cheapening production
throughout the whole field of industry, of increasing
“real ” wages by reducing prices, and of a rapid
expansion of demand for all kinds of commodities, so
that the labour displaced during rationalisation in
the large industries may be. re-absorbed with the
least possible delay.

One of the most important recent extensions of work
of the Reichskuratorium is the appointment of an
expert board to study the application of the principles
of rationalisation to agricultur<’ In no industry is there
a greater scope for waste elimination by the increased
use of machinery, electrical power, and scientific
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methods, and for improvements in the system of dis-
tribution and marketing.

Much work has, of course, been done in Great Britain
during the past few years in connecgion with some of the
matters just mentioned, particularly in relation to
industrial psychology, vocational guidance, welfare
work, and the prevention of accidents and industrial
diseases which cause loss and inefficiency. The various
bodies dealing with these matters afe, however, acting
more or less in isolation, and, their work is often
bhampered by lack of funds It is obvious that much
more effective results «might be obtained if all the
activities were brought mto association with a well-
organised central directing body, which could co-
ordinate the whole of the work, and relate it to a
comprehensive plan and policy for the achievement
of the greatest possible efficiency and economy mn
every branch of manufacture and distribution.
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CHAPTER VIII

OUT OF THE ABYSS

Any estimate of the general results of German
rationalisation, or any attempt {p mcasure how far it
has contrlbuted to the astonishing revival in all
important industries dwing 1927, must be tentative.
It cannot yct be suggested- that the state of the country
is normal. Having rcgard to the sityation, not far
removed from a condition of industrial collapse, in
which the movenient was 1naugurated to the pressure.
of circumstances which impelled the industrialists to
a desperate speed in devlsmg and carrymg out the
reorganisation programme,*to the financial difficulties
and growth of taxation, to the recent wage and price
developments, and to the uncertainties in connection
with the Dawes scheme for the payment of reparations,
one may well believe that at least five years must
elapse before anything in the nature of a definite
judgment can be formed.

Nevertheless, it is worth while to ajtempt even a ten-
tative survey. It is difficult enough in any event to avoid
fallacious conclusions, but this certainly cannot be done
unless one starts with a broad picture of the industrial,
economic, and social conditions of 1923—4 clearly in
mind. The wholesale impoverishment of the people—
including the professional and commercial middle
classes, and the industrial scientists, technicians, and
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officials—during theinflation period, was sharply accen-
tuated throughout Westphalia by the French occupa-
tion. For nearly a year the coal, iron and steel, and
associated industries in the Ruhr were almost at a stand-
still, and the most complicated system of transport in
Europe was suspended. The people were just main-
tained at destitution level by the constantly accelerated
output of the note priating presscs. As the final abysmal
fall in the currency” was approached, the desperate state
of the populace was reflected in sporadic riots. For a
time the success of the widespread and energetic Com-
munist cfforts to exploit the sullen anger of the workers
by dirccting it into revolutinnary channcls of activity
just hung in the balance, when the movement to stabi-
lise the currency and re-cstablish the gold mark stan-
dard sent prices bounding upwards.

This was the gloomy background of the Ruhr situa-
tion when the stage was sct, after the abandonment of
the passive resistance moverient, for the painful struggle
to revive the mechanism of industrial production. It is
true that, in a short time, all the mines and works were
again in opcration, and that this continued for many
months after the departure of the troops, while the loss
of production during the period of idleness was made
good. But wages were shockingly low—in many in-
stances below the 1913 rates in gold marks, and there-
fore much less in actual purchasing power—and a
twelve-hour working day was not uncommon. Even in
the areas which had escaped the direct devastating
effects of the occupation, and where the general con-
ditions were not quite so bv.d as in the Ruhr, the
wage levels remained low, and extreme poverty
was widespread. All this was hidden from the casual

162



OUT OF THE ABYSS

visitor to the cosmopolitan centres of the large
cities. .

Gradually wages began to be adjusted to the rising
prices, and to that extent the demapd for necessaries of
life slowly rose. This was soon met, however, and during
1925 the tendency was towards a heavy piling up of
stocks, then towards short time and a steady growth in
unemployment, which had fallen from about four mil-
lions at the beginning of 1924 to hatf a milfion at the
end of that year, and to a quartgr of a million by the
late summer of 1925. While more pcople were employed
during 1924 and the firsg half of 1925, the rate of indi-
vidual productivity was low, and this was attributable
chiefly to the impoverished and under pourished con-
dition of the workers, particularly in the coal-mincs.

This low output causéd high costs of production, -
which added to the difficulties of fingnce, reparations,
falling demand, and the losses due to the accumulation
of stocks. Short-time workink drove up costs still higher,
and at last, as we have shown in relation to particular
industries, the alternatives of rationalisation or collapse
compelled a decisive choice. The national banks had
been charging up to 12 Qr 14 per cent. for loans, thus
restricting credit to very narrow limits, and recourse to
cheaper American money to finance the first ration-
alisation efforts was regdrded at first, as a questionable
expedient to provide fuel for a gigantic industrial
machine which was gradually running down for lack
of it.

This, broadly sketched, is the picture of German
industry between 1923 aral the middle of 1925. Anyone
now visiting for the first time the principal manufacturing
centres, and particularly the Ruhr, would probably
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doubt its accuracy. It is nevertheless a moderate
presentation of the facts, neither distorted nor hzghly
coloured, and the extent of the contrast to-day is essenti-
ally the measure ofthe results of rationalisation.

Various causes have, of course, contributed to the
revival in industry throughout Germany, and to the
relatively quick rccovery in many branches of the
export trade. They cbuld not have operated, however,
except in the speeial circumstances of some of the less
important trades, if the fundamental change in organi-
sation, administration, and mechanical equipment, to
make possible the simultancous achievement of control
of production and low overhcad costs, had not been
planned and carried out with a precision of aim and
a speed and efficiency of action w1thout parallel in
European industry. -

If the co-operative effort of the British people in the
last stages of the war had becu renewed in all its vigour
and intensity of purpose Between 1922 and 1926, to
rebuild the basic industries on a sound economic and
technical foundation, we should have witnessed a spec-
tacle comparable to that exhibited in Westphalia and
a few other industrial centres in Germany between 1924
and 1928.

The first outstanding effect was inevitably a rapid
increase in unemployment. Inevery industry where the
policy of re-equipment and increased mechanisation
was adopted, to reduce costs of production, workers
were dismissed in the early stages of the movement.
The principal argument for rationalisation is that, in
the face of present-day worldzcompetition, no industry
can afford to carry redundant workers or unnecessarily
high overhead costs ; that the defence of waste of effort
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on the ground that it provides employment is a fallacy
which is the more dapgerous because it is commonly
entertained ; and that only on a basis of the greatest
efficiency attainable in the heavy ipdustries can an en-
during super-structure of miscellaneous industries be
erected. Given this basis of efficiency and low costs, with
a corresponding economica] organisation in the works
which use the raw materlals, the conditions are created
for a steady expansion of industrial activity, Which will
soon bring about, not only the r¢.absorption of the dis-
placed worlgers, but the employment of the normal in-
crease in the number of workers due to the growth of
the population—always #llowing for a margin of un-
employment caused by unavoidable fluctuations in
particular industries.

This argument of course, raiscs issues of first-class.
importance in relation to the attitude pf the workers to
rationalisation, and to the balance of production for a
home market which may be’more or less controlled, and
for an export market which is beyond control.

These are discussed later on. For the moment one
simply records the statement that, in Germany, the
argument seems to have,been justified up to a point.
That a very remarkable gencral revival did take place
within two years, on a scale which astonished all
observers who had intirhate knowledge of the state of
affairs in 1924, and that it could not have happened if
policy had been determined by the assumption that
something better would turn up sooner or later, is
undeniable. What cannot yet be asserted dogmatically
is that the revival is permanent : that its economic yield
will be adequate to sustain the burden of taxes, social
service contributions, and reparations payments, and
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at the same time raise the standard of life of the workers
beyond the present level ; or that new and difficult
problems will not arise in the rationalised industries.
What may be assertgd emphatically is that if rationalisa-
tion had not been carried out so efliciently and com-
prehensively, the standard of life of the mass of the
people would have been very much lower than it is
to-day.

The national ynemployment figures give a broad
indication of the trend of events. From the autumn of
1925 there was a rapld rise, as the normal seasonal
causcs, due to the effect of severe weather on land work,
building, and so on, were-rcinforced by the heavy
dismissals in the collieries, iron and steel works, and
other works where the task of re-cquipment was
undertaken at this early stage. The number receiving
unemployment * dole” was about a quarter of a
million in September 1925. It was over a million at the
end of the year, and it hfad rushed up to over two
million in February 1926, a circumstance which fully
accounted for the riots in the Ruhr at this time. In
May the number unemployed in the Ruhr was five
times greater than at the same time a year earlier, and
in June, when the winter seasonal causes had’ com-
pletely ceased to operate, there were still 1,800,000
receiving benefit in the wholt country. There was a
gradual fall to 1,328,000 in August, and then the
seasonal increase to 1,834,000 in January 1927.

During this time production was increasing rapidly
in the principal industries, but the effect of new
mechanisation was felt so quikly that for the most part
the increase was achieved with fewer workers. It was
not until a littlc. later in 1927, when activity in nearly
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all industries increased rapidly, that the stage of re-
absorption of displaced workers was passed, and a
notable decline in the total number of unemployed set
in. The exception 'was the coal jndustry, in which
despite a very large increase in output over 1925, the
number of workers did not again approach that of
1924-5, when the closing of uneconomic mines began.
These surplus miners found emplbyment gradually on
the land, in the expanding building*trade, in the iron
and steel works, and elsewhere. ,

There was a marked decline in unemployment
throughout” 1927. The jumber receiving benefit fell
from 987,000 in April to 341,000 in Junec, and 329,000
in October, when an early spell of gharp weather
started the usual upward winter movement. By
February 1928 there was'a rise to 1,500,000, which was.
500,000 less than at the same perigd in 1926, and
300,000 less than in 1927. .

Having regard to the mignitude of these aggregate
figures, which must, of course, be considered in relation
to the total population of over 60,000,000, an examina-
tion of the percentage rate in the principal industries
is enlightening. It serves fo remind us that the effect of
wintér weather on outdoor work is much more severe
in Germany than it is in this country—a fact which
must be kept in mind when making.comparisons. The
total percentage was 10.5 at the end of February 1928.
The rate in the coalfields, however, was only 2 per cent.,
this representing a slight fall from 2.3 per cent. in
January. The rate in the textile trades was 3.6 per cent.,
and about 5 per cent. in the metal trades and transport.
On the other hand, the building trade rate was 32.8
per cent., against 36.8 per cent. in January, while more
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than half the roof coverers and over a quarter of the
painters were unemployed. Returns from employers
in varied industries showed that, whereas g9 per cent.
of the workers covered by the returns were affected by
bad trade in 1927, only 21 per cent. were so affected
in 1928.

The usual rapid spring decline was recorded in
March and April. At the end of March the total
percentagé had fallen from 10.5 to 9.3, as compared
with 11.8 at the end of March 1927. As scasonal work
revived, the number again fell below the million, and
at the end of April the total was 200,000 ‘less than at
the same time in 1927, and .not far short of a million
less than in 19‘32‘6.

The outstanding features of the recovery in the
principal industrics have alrcady been described in
detail. It is only nccessary here to summarise the main
facts, to bring them to a focus, and relate them to the
revival in the misccllancous trades.

In the coal, iron and stcel, and chemical industries
the harvest of economies gradually accumulated from
the beginning of 1926. They were attributable to the
following causes :

The rise in individual output following the closing
of the less efficient mines and works, the concentra-
tion of full-time production in thosc best adapted for
preservation and cxtension, and the rapid progress
in the modernisation of plant.

The steady improvemept in the physique and
morale of the workers with the rise in wages and
standard of living.
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The elimination of duplicated activities and other
forms of waste of labour and plant.

An immense aggregate reduction in transport costs,
following the allocation of proguction to particular
works for particular purposes, and the centralised
control of the movement of raw materials and
finished goods. .

A progressive advance in fuel utilifation, and
progress in gencral technical and scientific practice.
]

The further concentration of sales organisations.

As this harvest was gathered the arbitgation tribunals
were busily engaged in dcaling with cﬁims for higher
wages and a redaction of working” hours. By a series of
compromise awards, usually operating for short periods,
wages in the majority of industrics were gradually
raised to pre-war purchastng capacity, or very near to
it, and substantial progress was made towards the
general restoration of the ecight-hour day.

In the meantime the reaction of these favourable
effects of rationalisation in the “ basic ”’ industries on
the =misccllaneous manufacturing concerns was in-
creasingly perceptible. The comprchensiveness of the
‘modernisation of plantsand the adgption of new forms
of labour-saving machinery, gave an immense stimulus
to the electrical equipment, general engineering, and
building trades. Employment expanded and wages
were increased in these trades. The larger purchasing
capacity of several millign people, dependent directly
or indirectly on the heavy industries, made itself felt
in the textile, clothing, footwear, furnishing, pottery,
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and other trades. The demand for foodstuffs rose, and
farmers were able to buy larger quantities of the new
synthetic fertilisers, which were ‘being produced and
sold more cheaply, by the rationalised chemical
industry. This led t6 still more intensive cultivation,
and the demand for agricultural machinery was
stimulated. )

The growing netwérk of overland cables from the

rationalised’ powerr stations covered the countryside,
and from towns, villages, and farms a new demand for
electrical machinery and fittings of all kinds went forth.
The reorganiscd works of the¢ electrical equipment
combines grew ever busier, and, with the full employ-
ment of their works, the capacity to export at sharply
competitive prices steadily incrcased.
. From these extensions of altivity and employment
there developed ip turn an increasing demand for fuel
and steel, lecading to the notable expansion of produc-
tion in the heavy industries during 1927. So the radiat-
ing waves of cause and effect, action and reaction, had
extended throughout the whole of the industrial life
of the country by the spring of 1928.

In considering wages it has to be kept in mind that
the German rates before the war were less thari the
British, and that the post-war cost of living has not
risen to the same extent. A geheral impression of the
aggregate effect of the wage awards may be gathered
from a return of the Federal Statistical Office, which
showed that in January 1928 the average weckly wages
in twelve important industries were 49s. 10d. for skilled
workers and 37s. 6d. for upskilled workers. These
averages include the amounts received by the relatively
low-paid women Wworkers, who are employed in large
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numbers in textile mills and in certain branches of the
engineering trade. Woodworkers’ wages averaged
51s5. 5d. a week for skilled men and 44s. 5d. for un-
skilled, and mineworkers’ earnings in all the coalfields
—the rates being less in some of these than in the Ruhr
—averaged 545. 4d. for skilled men and 38s. 6d. for
labourers. .

Taking average hourly rates of pay, the amounts for
January 1928 represent an increaso of 52 per cent. for
skilled men, and 86 per cent. for unskilled, with an
increase m cost of living of just under 50 per cent.
The levelling up of the wages of unskilled men, due
very largely to the growirg use of automatic machinery,
has been an outstanding feature of ingpstrial develop-
ment in Germany during the past three or four years.
The ratio of the unskilted average rate to the skilled
rate rose from 59.7 per cent. in 1913 to about 73 per
cent. at the beginning of 1928. The faet that in 1924,
when gold mark wages hhd been restored, the skilled
men’s average hourly ratc was only 16.5 per cent.
above the pre-war rate, while the coal hewer’s rate
was actually just below the 1913 level, indicates clearly
the extent to which the standard of life was raised
thiSfzhout German industry in four years by the
intensive reorganisation.

The achievement appears the moge remarkable when
the conditions in which the export trade was expanded,
particularly in coal and steel, are examined. During
the period of the British coal .:ubsidy in 1925-6, and
after the subsequent stoppage, the British owners and
exporters cut prices dragtically in the effort to recover
lost markets. The Polish owners had adopted a similar
policy, with the object of finding in the Scandinavian
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markets an outlet for the surplus which could not be
used in Poland, and which was now excluded from
East Germany, its natural market before the partition
of Silesia. The Westphalian Syndicate was impelled
into this price-cutting movement reluctantly, and
within three months of the end of the British stoppage
its quotations had to be reduced as much as 4s. a ton
for some classes of coal. '

The effect on the British industry is notorious. With
few exceptions the owners were saddled with heavy
losses throughout 1927, when the pressure of the
difficulties compelled them to consider the formerly
despised methods of corporate effort, contraction of the
industry, and qiechanical rcorganisation as the only
means by which the industry could be saved from
bankruptcy. ‘ '

In the Ruhr this price-cutting struggle was main-
tained, and substantial profits were made. Fair
dividends were paid for 1927, and there could have
been a larger distribution of profits but for the con-
servative policy of allocating much greater amounts for
depreciation and re-cquipment than is customary in
Great Britain. Moreover, the intensive modernisation
which was continued during 1927 and 1928 was
financed largely out of current revenue, and at the
end of the year the principal ‘companies exhibited a
condition of financial soundness which would have
appeared fantastic if predicted during the crisis of
1924-5.

For the iron and steel concerns the export conditions
were equally difficult. As the directors of the Steel
Trust pointed out in their report of March 1928, the
export price problem was not limited to the iron and
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steel sold directly to foreign buyers. Under the rebate
system, all the German manufacturers using steel for
the production of export goods were supplied at the
world prices. The net cffect, according to the report,
was that the average price realiséd for this substantial
proportion of the output was only 15 per cent. over the
pre-war price. ,

Nevertheless, within threc years of an acute crisis, in
which the former scparate undertakings wefe involved,
the Trust could show a very large gross profit, write
down plant by four million pounds, spend five millions
in a year on modernisation and extcnsions, after closing
down many of the older -works and scrapping a large
amount of plant which was more up-to-date than much
that is still in use in Great Britain, pay onc and a half
millions for loan ‘interest; and disfribute a 6 per cent.
dividend. More than that, the industry as a whole
was able to pay a penalty, amounting to over 2s. per
ton of raw steel produced, for exceeding its quota in
the International Cartel, which gave a substantial
bounty to France and Luxemburg, and to that extent
strengthened the competitive position of these rivals.

The ability. to withstand this ficrce price competition
in the export market, without forcing up the home
prices to a point at which demand would be arrested,
is attributable entirely ¢o the large,and varied econo-
mies realised by rationalisation.

It would be absurd to suggest that everybody, or even
that anybody, was perfectly satisfied with the state of
affairs at the beginning of 1928. The workers, reading
the reports and accounts,of the combines, and noting
the unusually large amounts set aside for the consolida-
tion of the financial position, were convinced that their
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share of the fruits of rationalisation was not adequate.
Even the spectacle of the comparatwe position of the
South Wales and Durham mine workers did not modlfy
this beliefin the mind eOf the fully employed Ruhr miners.

The shareholders, probably ignorant of the wistful
yearnings of British holders of coal and iron and steel
stock for a return of the golden cra before 1920, con-

templated with hostile feclings the gap beiween gross
and nct profits, repiesented by heavy wrltmg down and
contributions to reserves and reconstruction.

The directors and managers, comparing the wide
difference in the cost of taxes and social burdens be-
tween the 1913 and 1927 figures, complained that the
advance in soéal amelioration was far too rapid, and
advocated a speedy return to more Spartan ways.

- Much of the discussion at thié period'was undoubtedly
influenced by a¢propaganda purpose. In November
1927, for instance, the Stecl Trust directors issued a
report definitely pessimistic in tone, which created some
alarm among the shareholders and excited critical com-
ment on the unsoundness of the financial position of the
Trust. When expressions of astonishment were evoked
by the revelation of the actnal state of affairs five
months later, it was recalled that the pessimistic Teport
coincided with the decisive period in the consideration
of the decree providing for the restoration of the eight-
hour day throughout the industry.

It was not unnatural, therefore, that, in nearly all
the annual reports in the heavy industries issued at the
beginning of 1928, the comments on the growing bur-
dens of high wages, shorter hours, taxes, social contri-
butions, and reparations payments should be associated
to some extent with the decision of the mine workers to
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terminate their agreement and to demand an increase
in wages and a reduction in the working-shift.

When due allowance has been made for propaganda,
however, the possibility of real difficulty arising cannot
be denied. Even in normal times’the problem of dis-
covering the right basis of adjustment betwcen wages,
working hours, prices, profits, and provision for future
dcvclopmcm and efficiency could not be an easy one,
even in a rationalised industry wikh centtal control
firmly established, although it is certainly less difficult
than in a state of chaotic competition, unreasoning
price-cutting, and anarchic production, without con-
sideration of the state of the markets.

In the coal industry the main mechgnisation effort
had been almost complcted by the middle of 1927, and
from that time the tendency was for costs imposed on.
the industry from without to absorb mpre and more of
the savings from rcorganisation. For this, however, the
losses on the export trade, constituting, in effect, a huge
aggregate financial gift to the industrial competitors of
both Germany and Great Britain, was more clearly re-
sponsible than the domestic burdens. This was, indecd,
the pr1nc1pal pbstacle in the way of a hlghcr standard
of Iife for the workers bascd on the increase in efficiency
and economy, or of an increase in profits, or of a reduc-
tion of inland prices which might be expected to stimu-
late a further general expansion of industry. For the
solution of this problem, to the benefit of both the chief
coal producing countries, the extension of * rational »
and “ rationed ” control to the international sphere is
obvxously necessary.

In the iron and steel mdustry, where effective ration-
alisation was begun at a later stage, the end of the
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processisnot yetinsight, and the full yield of economies
has still to be gathered. Moreover, recent tendencies in
the world market have been in the direction of higher
prices. If these are maintained, and the gap. of at least
25 per cent. between export and home prices which
existed in Germany in 1927 is permanently narrowed,
a substantial improvement in the present position may
be looked for. What may be said with certainty is that,
within two years, this industry will possess a competi-
tive advantage, in the shape of a closely-knit central
organisation, flexible machinery for the effective regu-
lation of production in relation to demand, and a
general average of technical-and scientific equipment,
far ahead of any of its European competitors.



CHAPTER IX
THE POSITION IN GREAT BRITAIN

»

Rationalisation was well under way in Germany, and
its carly fruits were already being gathered, long before
any scrious attention was given to the subject in Great
Britain. So wide a departure from traditional British
industrial mcthods docs this policy imply that it was
naturally regarded, by the majority_ ,of those who
deigned to give it any consideration, as an alien and
an undesirable thing, described by a word which no-
body could understand.

Early advocacy of it was met by scepucal hostility,
if not by scorn and derision. The analysis of interna-
tional economic conditions, which was adduced as a
justification for the policy, was rejected as unsound.
The necessity for drastic change was denied. So far as
the coal industry was concerned, all that was necessary
was o Teduce wages, extend working-hours, cut prices
below productive costs for a time, endure consequent
losses for a few months, and British supremacy would
be once more established. Then it would be possible to
increase prices, pay higher wages, distribute profits, and
restore general prosperity. Never was conceived so fan-
tastic a policy in relation to the realities of the world
economic and industrial situation, the changes in fuel
utilisation, and the organisation and equipment of com-
petitive rivals, but it needed the futility and loss of a six
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months’ stoppage and a further year of catastrophic
expericnce to bring about even a partial admission that -
fundamental changes must be carried out.

Certain trade union lcaders urged that comprehen-
sive reorganisation il the basic industries was necessary,
but there was obvious reluctance somctimes to accept
all the implications of that policy, particularly in so far
as it required a complete break with the saction which
held that, as the eapitalist system was on the point of
collapse, it would be folly to do anything that might
buttress it up and prolong its precarious existence.

For a time the only outstanding industrialist to advo-
cate rationalisation openly and without qualification
was Lord Mdlghett. In the chemical industry he ap-
plicd his own precepts in practice. He was the leader
of the combine movement, zad, once his grcat merger
was carricd thrqugh, he and those associated with him
set about the task of rcorganisation and expansion on
much the same lines as thc German Chemical Trust.

Hitherto in Great Britain the prosperity of the chemi-
cal industry had been based mainly on its world supre-
macy in the production of heavy alkalis, just as the
German industry had been supported mainly by its
supremacy in the production of dyestuffs. The pelity o
the Combine management was to maintain the alkali
position ; to extend the manufacture of dycstuffs de-
veloped during and after the war by State aid ; to build
up at Billingham on the Tecs a great complex of syn-
thetic nitrogen manufacture and associated processes,
including the hydrogenation of coal to produce oil, on
a scale comparable to the Leuna establishments of the
German Trust ; to transform gradually the miscel-
laneous activitics of the former scparatc concerns by

178



THE POSITION IN GREAT BRITAIN

scrapping the older buildings and plant, and speciali-
sing production on a full-time basis in new and
modernised works ; and to concentrate and simplify
the sales organisations.

Little indication of the progress Jf this rationalisation
movement was given to those outside the inner circle
of control. Occasionally a pricf announcement would
be made abBut the progregs of thie Billingham works,
so far as the output of nitrogen and fertiliser’s was con-
cerned, but silence was maintgined about the other
activities—egpccially about the reorganisation and con-
centration of the rescar¢h departments and the work
on which the chemists and engineers were engaged. In
this respect the traditional reticence of sthe chemical
industries was fully maintained. |

In this industry, at any Yate, the qualities which had.
built up the British supremacy in wodd trade during
the nineteenth century—ipventive genius, cnterprise,
willingness to take risks, initiative, and the capacity to
plan ahead—were again finding full scope for cxpres-
sion. This was possible only in the new conditions
created by the progress of scientific knowledge, en-
gigeering skilly and by wyrld economic changes, which
left for certain industrics no choice save big-scale
organisation or decline.

The awakening in the coalfieldssto the need for a
fundamental change in policy did not come until nearly
the end of 1927, by which time it was clear to all that
the savings from the wage reductions and extension of
hours had been swept away in the current of lower
prices, and that, in addi§ion, a hcavy aggregate loss
had been incurred. In South Wales alone this was esti-
mated at over £2,000,000 for 1927, and in the early
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part of 1928 it was at the rate of £3,000,000 a year.
Despite this appalling record the awakening was only
partial, and the leaders of moverhents, in South Wales,
Yorkshire, and the Midlands and Scotland, to inaugu-
rate some form of coYoperative effort encountered strong
opposition at first from both colliery owners and ex-
porters. Many who joined the associations formed to
operate the various schemes did so, not laecause they
were conviced ofithe wisdom of corporate action, but
because their growing losses and the pressure of the banks
left them no alternative except a prospect of bankruptcy.

Moreover, the time was not yet ripe eVen to gain
consideration, not to spcak of acceptance, of mecasures
which could tguly be described as constituting a ration-
alisation movement. The nearest approach was made
in Scotland, where, in rccers. ycars,” the owners have
exhibited a progressive spirit above the British average,
especially in the mechanisation of the mines to counter-
act the serious financial efféct of geological disadvan-
tages. The best that could be said for all the schemes
was that they at least involved the abandonment of the
policy of drift and a definite change of outlook, and
that unless they broke down through lack of loyalty
their operation would soon reveal the necessity for nfore
comprchensive measures. In general, the situation in
the early months of 1928 mlgh\ be described as a spec-
tacle of confused and anxious colliery owners, groping
their way out of a morass of financial and administra-
tive difficulties, led by a few far-sceing men with a fairly
clear objcctivc in mind, and buoyed up by the hope
that, in due time, and not unlikely by devious ways,
they would be able to prcvall on their colleagues to
follow them to the goal.
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In Durham, strange to say, departure from tradi-
" tional methods even to this extent could not be recorded.
Rigid individualism cdntinued to prevail. As the losses
piled up, with the failure to recapture the lost trade
by successive heavy price-reductfons, only the usual
expedient was resorted to. Further wage-cuts were de-
manded and conceded by the independent chairmen of
the conciliasion boards, in Northtimberland as well as
Durham, to the astonishment and dismay %f the men
and their leaders. Earnings fell to the lowest point in
Great Britain, and the poverfy of the employed workers
and their families deepgned, while the turnover of the
shopkeepers, already invelved in financial difficulties
declined still further. o®

The old centre of the industry was in the western part
of these coalfields, and tI& course of development had
been towards the coast. Consequently gone finds in the
western arca many rclatively small mines, old and in-
efficient by modern standa}ds, more or less worked out.
From here to the coast the standard gradually improves,
and culminates in the large modern collicries with up-
to-date equipment on the seaboard and within easy
distance of the ports.

In tfe fierce competition of to-day the inland mines
are heavily handicapped, while the modern coast mines,
with good seams, low pfroduction,cests, and minimum
transport charges have immense advantages. Yet even
these mines cannot escape some of the evil consequences
of the general depression, and while co-operative
action to regulate output and control a reorganisation
process in orderly fashjon could not prevent the
permanent closing of many mines, it would sub-
stantially improve the prospects of those left in
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production and raise the standard of life of the workers

employed in them. With few exceptions, however, this -
contention is firmly rejected *by the owners, and

apparently nothing short of thc growing pressure,

which secems likely #to be created by the progressive

action of the owners in other coalficlds, will bring

about a change of policy.

A bricf summary «of thé aims and mcghods of the
three co-¢perative schemds brings out clearly the
tentative and halting character of the advance towards
rationalisation, and tlie sharp contrast offered by the
decisive, comprehensive, and dynamic plahs by which
the Ruhr industry has been so rapidly transformed.

The South, Wales scheme was the first to be for-
mulated and the most limited in its scope. It is opcrated
by a body known as the Sowh Wales Coal Marketing
Association, and it covers about go per cent. of
the output of the coalficld. No attempt is made to
ration production or to regllate it specifically by any
means.

The scheme provides for the formation of the
collierics into groups, and for the fixing of minimum
prices for the various grades of coal produccd in each
group. A contribution of 3d. per ton is made by- all“the
members to a pool, from which compensation is paid
up to 2s. per ton to those members who lose trade
because of refusal to scll at lower prices than those
fixed. On the other hand, those who sell at less than
the fixed prices will be liable to a fine of 2s. a ton.

The belief was expressed by the promoters of the
scheme that the compematlon would itsclf tend to
regulatc output approximatély to the market capac1ty,
and to improve conditions gencrally by giving more
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regular work. Five months of discussion were necessary
even before this limited scheme was formally adopted,
and subsequent disagreement on various points has

prevented any fair trial of its merits.
o

This scheme was first devised by a group of leading
owners in Yprkshire, Notts, and ®erbyshire. Later, an
invitation was issued to oWners in pther cealfields to
join in the discussions, and, finally, the proposals were
adopted by the thrce counttes ‘mentioned, with Lan-
cashire, Staffordshire, Warwickshire, and all the other
Midland districts. About go per cent. of the production
of the whole area, or more than one hupdred million
tons a year, was covered by the members of the new
coalficld marketirfg associqtions, which were formed to,
operate the scheme in the respective glsmch and to
co-operate through a central committee in its general
administration.

It was the most comprehensive and farsreaching of
the three schemes. Its primary aim was to re-establish
the important cxport trade through the Humber ports,
and to recapture lost trade, amountmg to five or six
midiors¥ons a year. The ‘method was to impose a levy,
not exceeding 3d. a ton, on the whole output of com-
mercially disposable coal, and to gubsidise from this
fund the export sales in the markets where a price
reduction might bring back the trade. The extent of the
reductions made possible by the subsidy vary accord-
ing to the market circumstances, and it was expected
that, in the contest for the recovery of Scandinavian
trade captured by Poland} the reduction might exceed
3s. a ton.
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The justification for the levy on coal intended for
the home market was expressed in the argument that, -
if the export trade could be increased, the intensity
of the competition in the inland market would be
reduced, and that stherefore all the owners would
benefit.

The scheme goes much further than this, however,
and the way to rationalisation is opened by ghe adoption
of the quota method of rcgfru]ating output. A *‘ basic
tonnage ”’ is fixed for each colliery on the results of any
year chosen by the owner, and from time to time an
output quota rcpresented by a percentige of this
tonnage is fixed by a repucsentative committee. A
deficiency on the quota in any month may be carried
forward, and, within a narrow limit, excess of produc-
tion may also be ‘carried forward® to balance the
deficiency, but provision is made to prevent or dis-
courage constant excess production by imposing a fine
of 3s. per ton on the excess bbove one per cent. of the
quota. .

The export subsidy part of the scheme is in charge
of a special committee, which will work in association
with the exporters and with a Shipping Bureau acting
for the colliery companies. A'firm determinatlen was
expressed by the promoters of the scheme to prevent
any frittering away of the subsidy by the action of
speculative exporters, who might prevent the producers
from obtaining the full advantages they hoped and
expected to gain. After some discussion, therefore, a
representative body of the established Humber ex-
porters entered into a provisional agreement to co-
operate in the working of tfie scheme. Provision was
made for effective supervision, for examination of
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contracts and other documents, and for the reference of
disputed matters to an appropriate tribunal.

Only those who have intimate knowledge of the
methods by which much of the export coal trade of
Great Britain has been carried oa can appreciate the
significance of this agrecment and the extent of the
departure from old methods. Few of the exporters have
taken this gction willingly, ands here again only the
urgent pressure of econokic and financiaé difficulties
has been adequate as an impclling force.

The operation of the *scifeme raises important
difficulties for the owners and managers, and many of
them realise that success,can only be attained if they
go forward to full rationalisation. No stagding still will
be possible. There must be advance 8r retrogression,
and the second dlternatie would imply a return to a
much more disastrous state of affairs_than that from
which the scheme is intended to lift the industry.

Stage-by-stage advanccsis more likely. The quota
output restriction will raise at once the Question how
to prevent short-time working, especially in the large,
costly, and well-equipped mines of the new coalfields.
The high overhead costs on a short-time basis will
createsEn impossible pdsition for these mines, and it
will be necessary to concentrate the production on a
full-time basis in the most remungrative scams. This
difficulty may be overcome further by the closing of
inefficient pits belonging to the samc owners and the
transference of the quotas to the larger ones, or even
by the purchase of old mines to gain the advantage of
the quota. In this way the amalgamation movement,
which is necessary as a preliminary to full rationalisa-
tion, may be accelcrated.
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Simultaneously, the extended use of labour-saving
machinery, which is now being installed at some of the
mines, will be more rapidly brought about, and from
this it is only a step to the development of coal utilisa-
tion on a scale never before contemplated in Great
Britain.

L] ¢ o

In the Scettish sgheme thelfirst definite step towards
rationalisation is provided for, but other developments
specifically laid down it the Northern scheme are left
for the future. The object is to curtail production and
to raise the prices of coal sold to certain classes of
customers. Cygtailment is achieved, not by a quota
method which rbughly places all mines on an equality,
but by the provision bf a fung from which owners who
close down miges or scams by agrecment will be
compensated.

The levy is not to exceed 6d. per ton on all coal raised
for the hom¢ market. A further levy is provided for,
the amount being determined by the extra price which,
in the opinion of the committee, should be charged to
certain consumers, and the levy would only be imposed
on the sales of such coal. )

It cannot be doubted that in practice this scheme will
create difficulties which will have to be met by an
extension of it if succeéss is to be attained.

The operation of all the schemes, in fact, will be
experimental for some time, and the experience in
each district will contribute $omething to a common
pool from which, it may be hoped, a unified national
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coal policy will finally take form. This will involve
complete rationalisation, both of production and
distribution, as well 4s a revolution in pithead practice
regarding coal as a raw material which the coal industry
itself should use profitably. Rap#d progress cannot be
looked for at first. The heavy shackles of tradition
cannot be thrown off so casily, and there must be slow
and sure adaptation to . ‘ncw ways of thought and
action. . .

The tentative schemes now coming into operation
may be limited and inadequate, but apparently there
was no dther practicable way by which a wvast
mecRMism of change could be built up. It is a great
gain that men of outstanding ablhty ig the industry
have pcrcexvcd the nced for this changc and that they
have given the 18ad wHich opens”the way to progress.
If, in this tentative fashion, we reach tje stage at which
the individual energy, whxch is now cxcercised in vain
against world-wide economic circumstances, is directed
with the same vigour, as part of a co-opgrative cffort,
to shape and modify those circumstances, a complete
transformation of the coal industry and a gradual
restoration of prosperity, may be confidently looked for.
T'he 1hentality of both mine owners and workers will
certainly have to be transformed also, but, when men’s
minds begin to work along new lings for the solution of
practical industrial problems, a wide change in outlook
may take place almost without those who are affected
being conscious of it.

In the iron and steef industry the necessity for a
much closer grouping of interests, of control of
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production and prices, of the elimination of obsolete
plant, and of modernisation on a wholesale scale, is
realised by a minority of the owhers and managers of
the works, just as clearly as the group of colliery owners
who took the lead “in breaking away from routine
ways saw the need for great changes in organisation.
Nevertheless, there has been no comparable movement
towards joint action; apart’ from the adeption of a
rebate schefhe to be applicavle to manufacturers who
pledged themselves to use only the products of the
British works. o

So far as any concerted effort in the direction of
rationalisation is concerned* there has been ‘much
discussion bu$ no action. Two or thrce companies
which, by virtue of a conservative financial policy in
the past, and of certain otherAdvourable circumstances,
succecded in maintaining a rclatively strong financial
position in spite of the depregsion, have undertaken an
energetic programmec of technical reconstruction. The
great mass o British plant, however, remains admit-
tedly far bclow American and German standards of
efficiency. Much hard human toil, which is rendered
completely unneccssary in the, most modern plants, ig
still responsible for high labour costs in Great Britain.
Valuable resources in the shape of coke oven and blast
furnace gas arc not ytilised to ‘their full capacity, and
on many plants they are still largely wasted. The
tenacious adherence to individualistic control involves
enormous waste of transport effort and cost. The
comparatively small proportion of the output which is
produced on the continuous process system implies
further large-scale waste of fuel.

The whole posjtion was summed up recently by
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Professor William A. Bone, an acknowledged authority
on the subject, in a terse declaration that resolute
reorganisation of the works, greater control of fuel
consumption, and recruitment of the higher manage-
ment from ‘““men of thorouglt scientific training,
temperament, and enterprise,” is the ‘‘ only way of
recuperation consistent with the national well-being.

“ The ful’ accomplishmgnt of all these reforms,” he
added, ¢ would doubtless require gnuch ¢-opcrative
effort throughout the industry, but it is a duty which
it owes both to itself and*thé country, and nothing
less will suffice. The dally systematic applmatlon of
scien{Tfic- prmc1plcs to alk factors of producuon is the
best protection any 1nduqtry can havc

The effect of reorganisation by thé stronger com-
panics may, howtver, Rasten a Wwider movement on
these lines by intensifying competition, which will be
its first effect. The heavy commitments-of many of the
concerns, and especially Targc bank overdrafts, com-
bine with the statc of trade depression tosincrease the
financial difficultics in the way of gencral reorganisa-
tion. Many millions would be nceded to reconstruct
the works on a scale comparable to thc German
achievement, but given the will to reorganise, and the
creation of an effective centralised control, with a
combination of the whole resources of the industry,
these difficulties should not be Insurmountable. Nor
should it be necessary, as it was in Germany, to go to
the United States for hugc loans to finance the re-
organisation.

The term “ engineering industry » is used in Great
Britain to cover an extremely diyersified range of
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metal manufacturing activities. Among its varied
branches there are many in which individual enterprise,
adventure, experimental risk, ‘and creative effort
necessary for the development of new trades will
continue to find full $cope for a long time to come. In
these special circumstances efficiency may be as easily
attained by a highly specialised small-scale undertaking
as by a powerful combine. In:these branches, therefore,
onc may expect to-be applitd only those elements in
general rationalisation policy which affect efficiency of
plant and low production costs.

In other branches, mainly those engaged on big-
scale production involving lurge works, costly plant,
constant reseerch, and keen competition with highly
organised foreign rivals, the need for the full rationalisa-
tion programme is beginnirg to be realised. In the
electrical equipsment branch, for instance, the move-
ment in this direction is already far advanced. A
general agreement has been’rcached, by the principal
concerns, fo. the pooling of information and re-
search results, for the specialisation of plant, and
the negotiation of joint contracts, so that the work
may be allocated to the factories best adapted to deal
with it. '

It is true that the combination has been widely
charged with a policv of maintaining inland prices at
an unduly high level, but profits do not suggest that,
on the balance of home and export prices, a state of
excessive prosperity has yet been reached. It may be
fairly argued that what has been done so far is only an
approach to rationalisation, and that the very large
economies which the German electrical trusts have
undoubtedly achieved by concentration, technical
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modernisation, and sales organisation can only be
attained in this country by similar measures.

Since the war there‘has becn a remarkable expansion
of the trade of the British concerns in the world’s
markets outside the Continent of Europe, even with
the present organisation. This suggests the feasibility,
not only of continued extension, but of a substantial
improvemer.® in the posffion of the workers, if the
policy of fusion of interests, still greater sptcialisation,
and the avoidance of duplicated effort, which now
appears to be taking shape,Ss dccelerated and applied
with the definite purpose of reducing costs and prices.

The™vickers-Armstrong consolidation implied a
reversal of the policy of amalgamation wathout regard
to the suitability of the concerns for fusion and the
efficicncy of managemert Qf the associated works. This
is a pointer which indicates a growing rgalisation of the
conditions under which ef{ective and successful ration-
alisation is possible in Pmportant sections of the
engineering industry.

In the West Riding, the centre of the woollen textile
trades, there is no indication whatever of a rationalisa-
tion movement. While the industry as a whole is
depressed, and many concerns are besct with difficulties,
there is still a sufficient leaven of relative prosperity to
damp down any efforts to bring about large-scale
co-operative effort. This district remains, and is likely
to remain for some time, one of the last strongholds of
the sturdy individualism which was the dominating
factor in British industry® throughout the nineteenth
century, and the mainstay of the laigsez-faire policy.

191



THE NEW INDUSTRIAL REVOLUTION

In Lancashire the resistance to change is no less
determined, but the crisis in the American spinning
section of the cotton industry *has become so acute
during the past two years that the pressure of financial
difficulty, coupled whh a widespread fear of bankruptcy
and collapse on a wholesale scale, is steadily breaking
it down. Here, again, the owners of efficient and
successful mills, whi¢h wcré\ kept out of tae maclstrom
of post-wat specwlation, and which have been con-
sistently administcred on a sound conservative financial
basis, stand stubbornfy in the way of complete co-
operative action.

Yet the rationalisation movement gams “Strength
steadily. Aneznormous loss of trade, due largely to the
devclopment of textile producuon in eastern lands,
output capacity far in excgss of demand, a complete
failure of organiscd short-time working to solve the
problem, the impossibility of reducing costs with all
the mills in operation, and the admitted waste involved
in the preseat methods of running the industry, are
impelling those concerned along the way to rationalisa-
tion. The process means the permeation of entirely new
ideas of corporate action among the most tenaciously
individualistic men in industry, with the cxccptlon of
their brethren of the West Riding. Swift progress cannot
be expected, therefore, and ‘even the proposed con-
solidation of one section of the spinning interests by
large-scale amalgamation would leave important
questions affecting the rationalisation of the industry,
as a whole, entirely untouched.

There is no likelihood, for instance, of the develop-
ment of a “ vertical ” orgadisation of the industry, as
in Germany, where all the operations, from the
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preparation of the raw material to the finishing of the
fabrics for the market, are concentrated together.
In Lancashire the processes of bleaching, dyeing, and
printing are controlled by powerful combines, admit-
tedly very cfficient, but frankly organised as great
sectional interests, and open to the charge that, by the
exercise of monopoly powers in fixing prices for their
work, theywebstruct ratlfer tham co-operate in the
creation of conditions which would ma#ke for the
development and welfare of the industry as a whole.
It is a much disputed poihit whether the ¢ vertical ”’
system or ’t.hc separatlon of the industry into separate
depaTttiicnts is the more.cconomical. The argument
for the departmentalised system is the spossibility of
developing a higher degree of skill, and of reducing
costs to a minimim by*large-scale opcration and the
accumulation of sufficiently strong fingncial ‘resources
to enable plant to be kept, thoroughly up to date. The
argument for the combined undertaking is that, if the
enterprise is organised on a sufficiently large scale, all
the advantages just mentioned are attainable, in
conjunction with the elimination of the heavy transport
costs involved, in carrying the woven material to the
ﬁmshmg ‘works. The bulldmgs of the combined concern
in Germany are usually so arranged that the material
flows from stage to stage’with the legst possible amount
of human handling, the conveyor method being
employed wherever possible to reduce labour costs.
To what extent the complicated transport which is
inevitable in the Lancashire method adds to the final
cost of the fabrics does not seem to be ascertainable.
To a casual observer the %pectacle of the lorry traffic
involved in the transport of the,unfinished cloth
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suggests a very heavy expenditure indeed. Although
this might work out at a very small amount per yard of
finished fabric, the aggregate amount, if it were possible
by better organisation to save a large part of it, must
be substantial.

In any event, it should not be impossible, given a
stronger organisation of the spinning and weaving
interests, to exercise such influence on “tne finishing
combines as might lead td' a much closer working
arrangement between the sections. An obvious line
of advance would be to arrange for such centralised
co-operative control of production, finishing, and
distribution that certain finishing works would be
kept fully ovcupied in dealing with the output of
certain manufacturing units, so arranged as to reduce
the transport to the lowest point attainable.

Before this stage is reached the controllers of the
Lancashire cotton industry will have travelled far from
the mental attitude which still determines the attitude
and action ot the majority.

It has been suggested that at least 80,000 of the
570,000 workers in the industry are ‘ redundant,”
but against this must be set the possibilities of a new
expansion of a reorganised industry, given a wide
revival in general trade, an increase in mass purchasing
power, and a closerassociation between the cotton and
artificial silk industries.

In the domain of power production the Electricity
Board and the Electricity Commissioners, endowed
with great and far-reaching powers, are steadily
preparing the way for rationalisation, but it still
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remains doubtful whether progress can be either so
rapid or so complete as it has been in Germany during
the past five years.

The chief reason is that no clear-cut scheme has been
practicable. A host of vested ingerests has had to be
appeased. Rival claims of private companies and
municipal authorities have had to be settled in general
by comprorgise arrangemgents ofi the kind which are
never perfectly satisfactojy, and which eften create
new difficulties.

It will take several ycars to put out of action the
scores of small uneconomic stations which have been
destMicd iOF eliminatiort in the schemes for controlling
generation in the newly-created zones. There will be
no centralised ownership of the capita? stations, which
will be the pivot of the system. Some will be municipally
owned, others will belong to the cogpanits. There
may be, in the future, an evolution of a composite con-
centration of interests, similar to that of the Rhine-
Westphalian system, but there is no sign of it at present,
and, meanwhile, many important advantages of a
common policy of direction and unity of purpose,
extending throughout each zone system, will be un-
attainable. *

In London particularly, where by special legislation
the private companies are entrenched in their privileged
position for many more years, thé obstacles in the way
of organising a completely unified system, operating in
association with the adjacent production zone—such as
that which has been devcloped by the co-operation of
the Berlin municipality and the Reich—will be almost
insuperable. There is no guarantee whatever that the
existing anomalies in the price of current to consumers
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in adjacent suburbs will be abolished. Here, again,
however, we see the peculiar difficulties, arising from
the pioneer conditions in which snanufacturing enter-
prises developed during last century, which have to be
faced in this country in any movement for the
modernisation of industrial methods, and the adapta-
tion of our productive and distributive machinery to
great changes in the economic conditions &£ the world.

Not so difficult, perhaps, but certainly not rapid, will
be another development which will in time displace
many gasworks, or make’' unnecessary extensions of
many existing works, by the organisation of ¢coke oven
gas supplies. In this field also a tentative begiming has
been made. In Durham, Sheffield, and South Wales
contracts have béen entered into between municipalities,
gas companics and individtal cdlliery or coking
compames for fixed supplies per day.

This is, of course, the most, costly form of supply, as
in each case special pipes must be constructed. For the
fullest economies to be realised nothing less than a
co-operative long-distance supply will suffice. By this
means all the productive sources are linked up, the gas
is accumulated in great containers at appropriate
centres, with refining plant and the necessary machmery
to pump it into the long-distance high-pressure mains.
In this way a whole network of towns and villages over
a wide area can be supphcd at the lowest possible cost,
and, while in the big cities ordinary gas-making plant
may be retained as a precaution against breakdown,
the numerous small and exceedingly costly plants
scattered about the areas which might be served from
the coking coalfields would become obsolete and
unnecessary. The_ advantages of this extension of
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activities in a rationalised coal industry would be
twofold—a substantial increase in revenue from a
waste or semi-waste ptoduct for the industry, and much
lower average prices for consumers, especially in those
districts where the maximum of waste in gas manu-
facture is involved in the cost of transit of the coal and
the inefliciency of the plant.

It will be gathered from this broad survey of the con-
ditions in Great Britain that; while exceptional obstacles
stand in tb¢ way of the attainment of full rationalisation
and the advantagcs which have resulted from the pro-
cess in Germany, certain progress has already been
made. The way has also been opcncd for a further
advance, even if'it be slow and *painful. .

The chief of these obstaclés are the appa]hng financial
difficulties of many concerns in the staplc industries
which are most in need 6f rapid rationalisation ; the
tenacity of the old sturdy individualisn®, and the re-
ticence about the affairs of a particular concern, which
is inseparable from this mentality ; the consequent
innate hostility to the go-operative action, which is a
fundamental condition of successful rationalisation ;
and the complex of vested interests, which must be
composed or climinated beforg eeffective corporate
action can be organised.

In these circumstances there is no predisposition to-
wards co-operative effort such as had been developed
in Germany by the pre-war cartel system, and which
alone made possible the swift rationalisation decisions
and concentrated action %hen the crisis became acute
throughout German industry during 1924-5. Only the
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heavy hand of adversity is pressing the British producers
along this new road of industrial developmcnt There-
fore, progress at first is unwilling*and halting.

One cannot doubt, however, that, as the novel ideas
become more familiar‘, as it is more clearly understood
what is involved in the coming changes and why they
are imperatively necessary, . British initiative will re-
assert itself and progress will be speeded ufy. The habit
of working togethet will grofv stronger by its exercise,
and the limitations of the old individualistic methods
will be better realised. The labour problem, which can-
not be other than serious if the, new movement is.nro-
tracted and sporadic, is discussed in the next chapter.



CHAPTER X
THE CHOICE FOR LABOUR

The questign of what should be the attjtude of the
trade unions, individual zvorkers, and political labour
to rationalisation brings us face to face with funda-
mental issues of Labour policy in relation to the capita-
list~systenr® .

This will be clearly understood if the widely different
views which find expression within the political and
industrial labour movement in Gseat Britain are briefly
examined. When, in the spring of 1928, Me. Ramsay
MacDonald stated that the present cfloice before the
country was not simply bgtween private enterprise and
socialism, but that the immediate praplem was the
maintenance of such advantages as had flowed from
competition, together with the preservation of indi-
vidual initiative and national freedom under a system
of combimes, &nd vast aggregations of capital controlled
by a few men, he was taking up a viewpoint which
many of his followers have not yet discovered.

On the extreme left wing of the’ movement, both in
the Labour Party and the trade unions, the belief is
cherished that capitalism is not only decaying but that
the collapse of the system may be expected at no distant
time. This belicf is based mainly on the present condi-
tion of the coal, iron agd steel, shipbuilding, textile,
and sections of the engineering industries in Great

[ )
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Britain. The imperfectly understood changes that have
been wrought, and the advantages gained by ration-
alisation in Germany, are dismissed with the suggestion
that, while a temporary improvement may be achieved,
the ultimate result will be a more acute international
competitive crisis and an acceleration of the process of
decay.

The supposed impending collapse is nofregarded by
these people as a calamity to, be avoided by every pos-
sible effort, but as something to be welcomed, for the
reason that it will be possible rapidly and effectively
to rebuild a Socialist State on the ruins. It4s true that

P ”
the belief is held only by a minority of men and women
of influence ip the movement, but if it were dominant
in the determindtion of policy there would be strenuous
opposition to all rati¢nalisatiod movéments within the
frameworR of mpdern forms’of capitalist ownership and
control. There could be no conscious co-operation by
the workers, or even passive acquiescence in such far-
reaching chamges as those described in preceding chap-
ters. The aim would be to hasten the decline and fall,
not to help to build supports for the tottering system,
and so to prolong its existence.

Not far removed from those who hold this Belief are
others who maintain that ultimate collapse is inevi-
table, but do not appear to cxpect it to be imminent or
sudden. The impelling motive of what has come to be
known as the * Socialism in our time ” policy is the
desire to hasten by legislative and trade union action
the attainment of a new social and industrial order,
which may otherwise be long deferred. The aim of these
leaders is to shorten the * trausition period,” and con-
centration on this task is insisted upon to the exclusion
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of consideration of all ¢ ameliorative > measures, which
might divert the mind of the workers from the ultimate
objective. The only semedy for unemployment and
other social evils is the substitution of Socialism for the
present system, and, therefore, ogly such measures as
will actually create the conditions for substitution can
be tolerated. .

The desirajility of ““ taking over ” thoroughly effici-
ent industries, assuming thg Socialist State ¢ be attain-
able, is not denied. If, however, rationalisation or any
other measures bring aboutdnereased cfficiency in de-
prcssed industrics to the point of restoring profit- makmg
capacity, the strength df capitalism as a system is re-
newed, and only gradual transformatign can then
be hoped for. For thosc who hold ethe vicws just
described there is*no eaapc frorre this dilemma. They
must either acquiesce in she continugd sifering of
masses of workers and their families who are dependent
on the industries which urgently need reorganisation ;
or they must provide ‘‘ living incomes,” a6 suggested in
the “ Socialism in our time” policy, out of national
funds in the form of immense subsidies—taking the
obvious risk, in a hxghly-orqamscd State like Great
Britain, 6f a powcrful reaction against such a policy,
comparablc with the resistance to the general strike
in 1926. .

No such dilemma is offcred to the i increasing number
of people who are not so confident that capitalism is
tottering, or that the attainment of a completely Socia-
list State is possible within the lifetime of the present
generation, who belicve, on the contrary, that even in
periods of the deepest depression the system may be
modified and reshaped. The question for them is
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whether it is possible for the workers, acting through
their trade unions, to influence the reshaping, or to gain
stage by stage a definite share in the administration and
control of mdustry On the pohucal side, the question
is how far it is possible for the community as a whole,
acting through Parliament, to institute safeguards
agamst abuse of the immense power which is inevi-
tably in the hands of those who do congol the large-
scale industries and commcrc1al organisations now
developing. '

The issue here is clear cyt and definite. If one believes
that the capitalist system, which itself has evolved from
former orders of economic and social life, i¢ an entirely
evil thing, that it is mcapabk of continued evolution,
that the * capitelists ” who control it belong to a special
type of mankind which is actuated enly by acquisitive
and anti-social motives, that the system can be super-
seded complctély by a scheme of national ownership
and control planned in adyance, and that no policy
short of this is acceptable—then rationalisation or any
other form of reorganisation which would strengthen
and prolong the system must be rejected. Rationalisa-
tion and the attainment of efficiency in production and
distribution must be deferred wuntil the national owner-
ship is established.

Those who take the opposite view do not accept the
contention that the ‘present industrial system will break
down. They do see the possibility of a long-drawn-out
depression, as in the coalfields, involving great masses
of the people in the hardships of deep poverty, and
many employers in serious financial difficulties lcading
even to bankruptcy. This dogs not result in a general
collapse, but in a series of adaptation movements of the
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most painful kind. The weak go to the wall. The
stronger survive. The more efficient concerns either
crush out or absorb &t bankruptcy prices the com-
petitors less favourably placed, and after a long period
conditions are stabilised on a new basis. In the interval,
unemployment, under-employment, low wages, and
widespread destitution have prevailed. The economic
situation of ti'® workers renders them impotent to resist
the pressure of the employers whenaa further degrada-
tion of working conditions is demanded. Even where
trade union organisation is fully maintained its power
is €iminishefl and membership is held with difficulty.

In the States of the aneient world a high degree of
civilised and cultured life for a section could be based
for generations on a mass of serf labour. In a modern
industrial state like Great Britain it is possible for a
certain proportion of poverty-stricken workers to drift
on for a long time while an unregulated and ruthless
process of the ‘‘ survival of*the fittest > is taking place,
and at the same time to have a rclativéiy high wage
level in many miscellaneous trades and industries, to-
gether with a prosperous condition of the merchant and
professional classes, and,even of those engaged in the
distribution of the products of the depressed industries.

The history of the industrial revolution furnishes many
examples of this most agonising {fosm of adaptation to
new conditions. Hand workers who were superseded
by the new power machines either lost their indepen-
dence and entered the mills or languished in desti-
tution. It is true that, so far as the number of people is
concerned, the present crisis in the heavy industries and
textiles is a more serious dhe, but the nation as a whole
is relatively in a stronger position, got only to provide
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and finance palliative measures, but to oppose any
revolt of the afflicted workers. The proof of this in 1926
is, in fact, the principal cause of,the notable change in
labour outlook and policy since that date.

Therefore, if this wiew of the probable effects of a
slow and chaotic drift to a new capitalist basis in the
distrzssed industries is accepted, it follows that, by op-
posing or retarding an organised reconssruction under
the existing system, the ordeal of the workers may be
lengthened and made more bitter. It follows also that
despite opposition the reconstitution and stabilisation
on the new basis will actually take place, but withaut
the mmgatmg influences which a strong and united
trade union movement mlght be able to exercise on the
character of thie reconstruction and the methods by
which it is carried out.

This is the justification for the decision of the General
Council of the Trade Union Congress to take part with
Lord Melchett’s group of employers in the discussions
on industrial ‘co-operation and all the important issues
related to the problems of rationalisation. How far the
Council will be able to convince the industrial move-
ment as a whole of the wisdom of its decisjon is a matter
for future revelation. The dxfﬁculty of the task under-
taken cannot be exaggerated, and it will not be lessened
until much of the existing confusion of thought on the
subject has been removed. The principal obstacle in
the way of progress is not the downright and implac-
able opposition of the Communist leaders outside the
labour movement, or of those within the movement who
regard any form of co-operation with capitalist em-
ployers as an indefensible cor.ipromise with the enemy.

It is the indifference or inertia of all those who do not
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yet perceive that post-war economic conditions demand
a sweeping change in the outlook and methods of all
engaged in industry-~employers, management, and
workers alike. One instance will suffice to make this
clear. If the full benefits of ratignalisation are to be
obtained there must be a recasonable modification of
the complicated web of workshop customs, demarca-
tion rules, restgictions as between araft and semi-skilled
workers, traditional dislike of ngw lahour-saving
machinery, and so on. But if this modification is to be
brought about without frictieon and trouble the change
of attitude anxd policy is not to be limited to the workers.
It must be at least as gteat on the part of employers
and managers. .

Careful research would show that all these restrictive
customs were creaved for the protection of the workers
against oppression or unfair dealing. So far #8 many of
them are concerned the conditions which madé them
necessary and justifiable have been transformed, but
the mentality of the majority of employerestill leaves it
permissible to believe that, without precisc and effective
guarantees, the workers would again be placed at a
disadvantage if they abandoned these methods of
protection. ’

Nevertheless, these restrictions must be included
along with - inefficiency* in technical organisation,
obsolete equipment, and unscientific methods, among
the causes of high production costs, high prices, low
wages, and low consuming power of the workers.
Perhaps more clarification of thought is needed among
all engaged in industry on this question of waste of
human effort, high costs, mnd the standard of comfort
and well-being attainable, even under the existing
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system, than on any other subject relating to industrial
reorganisation.

The common assumption tha,f the more people who
are employed on a particular job, irrespective of cost,
the better it is for the workers generally, and the less
risk there is of unemployment, goes to the root of what
is probably the most costly confusion of ideas to be
found anywhere Take, for iustance, the pasic industries
of coal, iron, and steel. The, cost of producmg coal will
be unneccssarlly hlgh if there are in the coal-mines
many redundant workers,. only employed partially
and sporadlcally ; if, in conJunctlon with this, the
organisation both of particular mines ‘and of ~ the
industry as g whole is inefficient, and the equipment is
old and costly to operate; and if the influence of
technical and scientific experts on the direction of the
industry ¥, wegk and incffective.

The cost of steel production will be raised in pro-
portion by this cause alone,.and, in addition, if the iron
and steel works are likewise out of date and chaotically
organised costs will be driven up still more. Therefore,
either the workers in these industries will be compelled
to receive very low wages and to endure a correspond-
ingly low standard of life, or the hlgh costs will be
passed on in high prices to all who usc coal and steel.
As these are universal raw materials on which nearly
all trades and industfies depend in some form or other,
the effect of the high costs, if passed on, will extend
throughout the economic life of the nation. Moreover,
as in each stage of the use and distribution of the raw
materials and the articles produced from them a
percentage is charged on sturnover, the restrictive
effect on the purchasing power of the consumer is
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cumulative, reaching finally to an amount far, greater
than the first avoidable addition to the cost of the raw
material. :

If this is realised we percelve the immense importance
of the highest efficiency attainable in the basic raw
material industries, and of the elimination of every
form of unnecessary humag effort and of waste due to
uneconomical wprocesses. This is the justification for
the complete rationalisation of the. heavyrindustries,
including unification of control, consolidation of
financial resources, conceritfation of production, re-
equipment gnd the installation of every cconomical
labour-saving device, flexible regulation of output in
correspondence with demand, and the organisation of
sales and distribution to, eliminate all 3ave absolutely
necessary costs of transport and prbfit margms between.
the producer and consumer.® »

The relationship of miscellaneous trades to these
rationalised industries, and the extension throughout
the whole ficld of manufacturc of the Policy of low
production costs achieved by efficient organisation and
technique, high wages, low prices, and conscquent
increased purchasing power and expansion of output,
are discussed in the next chapter. The immediate
concern here is the attitude of labour to the measures
necessary to restore the‘'depressed .industrics, and to
improve as rapidly as possible the living conditions of
the large proportion of the population dependent
directly or indirectly on these industries.

The employers’ policy so far has been to keep prices
low, not by efficient production, but by reducing wages.
Hence, while certain cther trades have derived
temporary advantages, the purchasing power of
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millions of workers and their families has been reduced
to the mere subsistence level. This has not only pro-
duced an appalling condition of poverty throughout
the “ black arcas,” but it has reacted finally on nearly
all industrial and .commercial concerns producing
and distributing the necessaries of life—food, clothing,
footwear, household utensils, and so on. Consumption
of all these things is seriously restricted, gnd the general
unemployment problem is intensified.

Further, this low-wage policy without reorganisation
has failed to prevent a sieady increase in unemployment
and under-employment in the coalficlds. S¢ long, there-
fore, as this policy continues there is not“the sllghtcst
hope of any general improvement. The necessity for con-
traction and ccacentration of production has not been
lessened by the cxtersion of hours and low wages. The
unemploy.d age in a desperate condition. The majority
of those who remain at work must remain in poverty,
with insufficient and preecarious earnings, and the
industries which produce the things these workers need
but cannot buy are receiving no stimulus which might
lead to an all-round revival.

Can it be contended in these circumstances that
whatever temporary disadvantages or hardships might
follow from rationalisation are likely to be more serious
than the continuance of the existing conditions, and the
inevitable ever-decpening destitution of the mass of
people dependent on the industries, which must sooner
or later be reorganised if they are to survive in the
competition with the reconstructed industries of the
Continent ? Is it better that the number of workers
who can no longer be carricd economically by the coal
industry shall be definitely determined, and that those
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who are retained shall work full time, with a prospect of
a gradual increase in wage rates, than that the present
general conditions of precarious employment and low
earnings shall be perpctuated ? .

This brings us to the phase of thg problem with which
the workers and thcir leaders are naturally most
deeply concerned, and the answer to the foregoing
questions w1l) depend onj whether a narrow or com-
prehensive view is taken. In this terrible Jsituation in
which millions of workers and their "families are placed
it is not surprising that emotion and sentiment sway
the judgmeat of all who are capable of deep feeling,
but these alone will not ayail to solve the problem. In
no conceivable circumstances of human difficulty is
it more imperatively necessary that dedsions should be
based on reason, and on a realistic relation of all the
facts to the whole economic,life of the natiea.

If one’s thought is concentrated on the conditons in
a single industry the tenglency will be to resist the
changes that are nccessary, becausesno ultimate
alleviation of the hardships of the transition period will
appear to be possible. The immediate effect of rational-
isation in displacing more colliery workers will naturally
overshadow ali other considerations in the minds of the
miners and their leaders. The conception of capitalist
“ ruthlessness ”” will be dominant.

If, however, we visualise the possibilities of econ-
omies, of stable full-time carnings, of higher wage
rates, of steadily increasing purchasing power of the
workers who are retained ; if we perceive the persistent
radiating effect of this increased purchasing power, of
the growing demand for 5nachmcry of all kinds as the
process of mechanical re-equipment goes forward, of
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the consequent revival of miscellaneous industries, and
of the stimulus to new enterprises ; and if, finally, we
are convinced that rationalisatipn and reorganisation
will be carried out in any event, we shall deem it wiser
to try to influence ang shape events than to engage in a
futile struggle of resistance.

If rationalisation is actively opposed, or even if it is
accepted, passively and with/ indifferencg, as the affair
of employers who are thinking only of their own profits,
the full advantages from the workers’ point of view will
not be obtained. Losses'may just be turned into profit,
but the wider benefits of higher wages, lower prices,
and the favourable rcaction oOf increased consuming
power throughout the whole field of industry will not
be realiscd to the fullest possible extent.

Modern mechanical cquipment, which can only be
installed a. great capital cost, must be worked to full
capacily. Otherwise the saving in labour costs will not
be sufficient to meet the capital charges and to leave
the neccessaryrsurplus for price reduction, or higher
wages, or shorter working-hours by which the workers’
standard of lifc is improved. Even a mild policy of
¢ going slow,” induced by antagonism to the changes
involved in rationalisation, méy eliminate the advan-
tages which should be the workers’ due. If, therefore,
Labour policy is not to be one of determined opposition
to rationalisation, based on the view that to strengthen
the capitalist system is to perpetuate social and in-
dustrial evils which cannot be removed while the
system endures, it should obviously aim at full co-
operation with the object of gaining the greatest
possible benefits for the workers and the community
as a whole. Mcre acquiescence, or passive resistance by
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individual workers, cannot prevent rationalisation,
but would prevent the realisation of precisely those
advantages which the workers, both as producers and
consumers, could otherwise enjoy.

Given a policy of co-operation on terms, the trade
unions would naturally insist on the fullest communal
effort, directed by the Government, to institute special
emergency ggasures to p&cvcnt Wardship to displaced
workers and their families, including all thesec who have
suffered either continuously or sporadically throughout
the period of depression. Fhey ‘would also demand that
rationalisatibn should be carried out in all industries
suitable for'the process’simultancously and rapidly, so
that the transition period might be shortened, and the
stimulus to increased production on® the new basis
quickened by evety possible means to bring about the
re-absorption of workers displaced in #he Tarly stages
of the process.

Another demand should certainly be the abolition
of ring price-fixing arrangements based on restricted
output to maintain high prices. In a rationalised in-
dustry such arrangemcnts could only be rcgarded as
anti-social. They ,put a_premium on inefficiency and
high prd'duction costs by cnsuring profits to concerns
whose organisation, management, equipment, and
methods may fall far bclow the stgndards required by
modern needs. In so far as they are allowed to continue,
the process of expanding markets and increasing the
standard of consumption of commodities of all kinds,
which should follow naturally from rationalisation is
sharply checked. Employment is restricted, and the
absorption of workers cjsplaced from the industries
where contraction is necessary is delayed.
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CHAPTER*XI

GERMA’N TRAD.‘E UNION POLILY

» . L4

In the light of what has just been written we may now
examine the new industril* policy—particularly in
relation to -ratlonahsatlon—-adoptcd by the German
trade uniorf movement in 1926. This is explained in
two documents. One is a manifesto on general economic
and industrial problems, issued jointlyeat the beginning
of the year by the German Federation of Trade Unions,
and the orgamsanons of officials and salarieéemployees.
The other is a paper on the attitude of the woTkers te
rationalisation by Williarp Eggert, prepared for and
endorsed by a conference of representatives of works
councils, held in Berlin at the end of October 1926,
under the auspices of the German General Federation
of Trade Unions gnd the General Federation of Unions
of Salaried O¥ficials. °

The clear-cut cxpression of views on rationalisation
in these documents, in eharp contrast to the guarded
and inconclusive comments frequcntly made on behalf
of the British trade unions, is attributable to the fact
that the German workers were faced with vast changes
in process of accomplishment. In this country, dis-
cussion has been limited so far to hypothetical
possibilities, to somethirg that might happen. Con-
sequently rationalisation has becn regarded as a
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matter of theory, with which all manner of confused
ideas might be associated.

In Germany, by 1926, as the writer of a foreword to
Herr Eggert’s discourse reminds His readers, * rational-
isation of production js no more an empty phrase, but
an accomplished fact which leaves no more scope to
create shibboleths and words to mislead the workers.”

‘ A contest against rationalisation,” hegadds, *“ would
be tilting at, windmills, and anyonec who mislcads the
workers into such quixotic action, is either an ignorant
person, who docs not‘ understand how industry is
developing ; or, if he docs understand, is+one who 1is
consciously lecading the workers into action” which may
well injure them, but cannot bring them the slightest
benefit.” .

The joint general declaration of the General Federa-
tion of Trat.z Wnions and she organisations of salaried
wmployees and officials is as follows :

“ Rationalisation is necessary. It is a task both for
separate concerns and whole industries. Its aim must
be a reduction in the costs of production and lower
prices, togcther with a simultartcous inerease in
wages. Only by means of an increase in mass purchas-
ing power created in this way can the workless become
re-employed. The'method, oiten practised at present,
of rationalising without simultancous lowering of
prices and raising of wages must produce a crisis of
over-production.

“ The process of rationalisation must be carried
through with the co-operatipn of works and economic
councils, and with the avoidance of social hardships.
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“ The better use of labour power is to be promoted.
The choice of directorship and management must
be liberated from upessential inflpences.”

)

In a more detailed commenj on the subject the
following points are emphasised :

Agreement is expressed with the German Fedegation
of Industry that rationayisation, in the sensc of the
employment of all technical and organisation means
for the increase of productivity and the most effective
use of labour and materials, 3 one of the most important
factors in the improvement of the conditions of the
whole comnhunity. '

The workers must insist, however, that the increasing
welfare of the masses must follow from this industrial
development anc its resulting simprovement in the
production process. Therefagg, an incrgaserin * real
wages must be demanded, so that with a®highes
purchasing power the market for goods may be ex-
tended, and new mecans of employmenttbe created for
the workers displaced in the process of rationalisation.

Only in this way can the more cconomical use of man
power in the ratigpalised industries be tolerable. More-
over, if {he highest production is to be attained by
rationalisation and mcchanisation, the individual
effort of each workmany is a most important factor.
This full effort can only be gain?zd by the payment of
adequate wages, and by the co-operation of all con-
cerned to create the psychological conditions in which
there will be satisfaction in the work performed. For
the achievement of this aim a much closer working
together of the management, administrative officials,
and the works councils is necessary. |
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The fullest application of labour effort for the success
of rationalisation can only be expected if the joint
right to determine.the dcvelopmcnt of the production
process is admitted, and if sufficieht means are provided
to compensate for the social hardships which frequently
result from rationalisation.

There is a danger in regarding rationalisation too
much as an affair of, the in¢ividual coggern, and too
little as a task for the whole of industry and commerce.
If a group of works in the same industry expend capital
on rationalisation withcutsrelation to each other the
result may be an incrcase in productive eapacity far
in excess of the receptive capacity of the mlarket. The
modernised works cannot then be operated at full
capacity, and one of two possible consequences must
follow. Either the aim of lowering® costs and prices
cannot be fealiwed, or the.works will engage in sharp
wompefition with each other, the weakest will go to the
wall, and the capital sunk in,rationalisation will be lost.

Therefore, (0 avoid such unwise direction and
misapplication of the principles of rationalisation, it is
necessary to consider thoroughly the importance and
significance of rationalisation as a task for mdustry asa
whole, with the aim of concentration of production at
the places and in the works most favourably situated
and equipped for the purpose. .«Any checks imposed by
prlvate interests on this process must be overcome, and
joint councils, in which both the representatives of the
workers and the management co-operate, must take
part in the accomplishment of this groupmg process.

As the aim of rationalisation must be an increase in
the consumption and use of cpommodities, as well as an
increase in production, so that the standard of life
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of the whole community may be raised, the raising of
“real ” wages is a vital necessity. Fyom this point of
view rationalisation has no meaning for the workers
unless an extension of the market is assured. If it led to
a shrinking of the market it woulgl be folly.

Nevertheless, there are tendencies towards this
foolishness. In numerous works it is percegtible sthat
rationalisatiog4s envisaged,only asa technical problem
of the intensification of laQour, with no cqnception of
the need for a reduction in prices or an increase in
wages to prevent a falling off In consumption, which
must otherwise result from the displacement of workers.
If this tendency were t6 develop rationalisation must
lead inevitably only to an increase in unemployment
and to an intensification of the under-consumption
crisis. . .

If, therefore, the workersaRronounce ifr favour of
rationalisation, it must be self-evidently on tfie sup
position that its full econemical and social aims are
actually realised. In each case of accomBlished ration-
alisation must a corresponding lowering of prices and
increase in wages be achieved. It is not sufficient that
these effects be held in prospect for a later time. They
must follow stage by stage without delay.

The process of simplification and standardisation of
types of goods is to be supported, byt again only on the
condition that, as this process leads naturally to an in-
crease in mass production, a market must be created
for the output, and that this is only possible by reducing
the prices of all commodities, and making a correspon-
ding increase in consumption possible. In this connec-
tion an adaptation of tarif} policy, as well as lower prices
and good quality, is essential.
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All efforts for the best possible achievements of the
workers and officials are to be supported. To this end
it is especially negessary to proyide for the instruction
of the unemployed, so that théy mav have a better
chance of transferenge to new occupations.

In regard to works direction, rationalisation increases
greatly the importance of the right selection of men for
management in indugtry and commerceg, The only con-
sideration must be suitability and fitness. Opportunities
of promotion must cxist for all classes of workers. The
system under which appointments to management rank
are determined by relationship to former managers, or
by influence, must be broken."Unessential motives for
the choice of management create serious checks to the
success of ratiomalisation, and produce unproductive
burdens for the entcrprises. .

Concentrutien of produgtion is regarded as an inevi-
table &ccompaniment of rationalisation. The fact thatit
must often result in the displacement of workers is held,
however, to saengthen the demand for an adequate
unemployment insurance, as a condition of the co-
operation of the workers in the promotion of this form
of reducing production costs. An extension of special
production and busincss statistics is declarcd’to be re-
quisite for an effective study of all questions relating to
rationalisation and concentragion.

The general policy of many German cartels is strongly
criticised on the ground that the aim is the maintenance
of high prices, rather than the furtherance of produc-
tivity, particularly in industries under the protection of
tariffs or import prohibitions. Even if the standpoint is
taken that cartels should not,be opposed on principle,
but that only the misuse of their powers should be
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combated, it is none the less necessary that effective
public control should be established over all monopoly

organisations of this kind n/

In the spherc of thg distribution’ and sale of com-
modities, the adaptation of the prmcxples of ration-
alisation is suggested with the object of abolishing all
unnecessary tolls and artificial restraints on the sale of
the largest pomble quantity of goods at the lowest’ pos-
sible prices. To his end a wide extdnsion of co-opcratlve
distribution is advocated, ahd the aBolition’of all forms
of taxes which tend to rcstri.ct drade, and the increase
of direct taxes on wealth and property, is demanded.
In this densand is included the lowering of tariffs,
especially on the 1mport of raw material and essential
foodstuffs. Finally, it is argued that, fog the creation of
purchasing power, as the outpyt of commodities is
increased, a carefully planncd credit systgm to meet
the new conditions of industry*is necessary. e

The foregoing full summary of the official pronounce-
ments of the German trade unions indicates clearly the
policy adopted in the early stages of the rationalisation
movement. The industrial, economic, and social point
of view which dctermined this policy is expressed with
equal dirdctnes$ and clarity in the following statement :

“ So long as the privlate entegpyrise industrial order
exists it will produce economic classes which will
struggle against each other to settle the respective
shares of the proceeds of industry. We hold this
struggle to be unavoidable, because an impartial
scientific agreement on this question is not possible.

“ But without prejudfce to this view we also believe
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that, for the solution of various economic, financial,
social, and political problems, a joint effort by all
parties is worthxwhilc with the object of overcoming
the present cridis and dcvéoping the productive
capacity of German industry.

It is in this spirit that we set forth our demands
to all who are responsible for German industry and
policy, in the conyiction fhat they siow the way by
which the restoration of, German industry will be
promoted and accclcﬂratcd ”

There is no indication that the wider experiences of
rationalisation, and its effects, especially since the end
of 1926, have npodificd the policy of the German trade
unions, except in sq far as a cleavage between the
workcrs angl the employers on the question of higher
wages-and less workmﬁ time has tended to become
wider. To this is attributable the increasing number of
strikes and loakouts as the financial results of rationali-
sation became perceptible in many important balance
sheets in various industries during 1927. This raises a
difficult question of general policy in relation to the
reasonable allocation of the procecds of indbstry, and
to inland and export prices, which is discussed in the
next chapter.

To the general {tatement of German trade union
policy just given may be added a few notable comments
by Herr Eggert in his discourse to the conference of
works councils already mentioned. He stressed the
point that rationalisation is an inevitable devclopment
of mechanical industry, and that in principle it is but
a continuance of the persistent effort of mankind to
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discover and perfect aids to labour, evolving gradually
from the simple tool to the machine, fjom the charcoal
kiln of the woods to the,modern blast’. urnace, from the
discovery of fire to steam and electrical power, from
the tiny workshop to the great moglern works, from the
simplest organisation of industry to the complicated
production apparatus of to-day. .

While he frnd no important variation in the
published definitions of rati?)nalisati(m by the principal
industrial organisations of Germany, he held that the
trade union leaders were right to emphasise above all
else the exterssion of the market and the improvement
of the generdl well-being of the whole community as
the two most important aims of rationalisation. If the
process had the opposite cffect, of limittng the market,
it could only be fegarded as a danger both to the
working class and the nation. Because matinalisation
affected so closely not only industry, but labour and
the State, and also interpational industry, it was
necessary that the workers especially shduld study the
subject.

He declared that particularly the workers must
combat the Communist view that rationalisation must
not be demanded so long as the private enterprise
system of industry existed. A simple study of the
difficult economic positiop of a country which had to
maintain a huge population on a relatively small area,
and which must import a large part of its raw materials
and necessary foodstuffs—possible only by the ex-
change of exports for the imports—would show how
indefensible was such a notion from the standpoint of
the working class. When,it was further considered
that out of the proceeds of exports the heavy burden of
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reparations must be borne, it was obvious that the
necessary compgtitive power in the world’s markets
could only be Yustained byt the greatest possible
technical progress.

While from this point of view it was important to
extend the export market, it was still more important,
in the interest of the whole nation, that the inland
market and consumption capacity sheyld be greatly
extended, end that, by the cheaper production of a
greater amount of commodltles the general standard
of life should be ralsed.  Only by rational_isation
directed specifically to the lowcrmg of pt ices and the
increase of the purchdsmg power of the people by the
raising of the ‘“real” wage lcvel, could these two
objects be attatied.

This being so, to udopt the policy of refusing to be
associated Wish rationalisation except under an entirely
unew industrial system, and to refrain from endeavouring
to influence the operation of the rationalisation process,
would be to Play into the hands of those employers
who stood for lower wages, an extension of working-
hours, and the restriction, rather than the expansion
of consuming capacity.

On the question of unemp]ovment Herr Eggert
reminded the conference that, in comparison with the
pre-war period, the number,of Gcerman workers had
largely increased, owmg to the growth of population,
the reduction in the strength of the army and navy,
and the entry of women into many new occupations.
Hence, he suggested, the assumption that the serious
unemployment crisis was mainly or solely the result of
rationalisation was untenablg.

‘It is true,” he said, ‘ that one of the first effects of
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rationalisation has been a displacement of labour, but
this heavy sacrifice for those concerned is far less than
the working class would have had to zndure if German
industry had not been, rationalised, /that is, if the old
condition of the production apparatus had been
maintained. The competing countries would simply
have stifled the German works, and would have
brought the industry to an end. Especially for the
workers would have been rencwed the frightful miseries
which they suffered during the war and the inflation
period. e

“To'a goad conclusion we must still go the way of
rationalisation. The longer, the process is postponed, or
the longer it is extended, so much the greater must be
the sacrifices of the workers. Even jn a socialised
industry rationalisation is neccessapy. The care for the
uncmployed is the obhgatwn of the tradeginions and
of the community.’ ..

Was it conccwable, he, asked, that the German
workers, officials, engineers, thhmcmm,-overscers, and
others who were now within the ranks of the trade
unions, should follow thc example of the unorganised
machine breakers in the carly ycars of the last century,
and resist’ techfiical progress and the application of
scientific knowledge to industry ? What a miserable
standpoint was cxpressgd by the slogan  Against
rationalisation ” ! The ‘continu¢d devclopment of
mechanical industry, in which the workers of past
generations had played their part, as well as the
research workers and inventors, would not be arrested
by opposition to rationalisation.

Labour pohcy, on the contrary, should be to support
and carry it through even more intensively. Therefore,
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the workers must not oppose rationalisation, either

openly or secretly. They must, on their own resolution,

demand rationi&isation, and use their organised

strength to gain fdr the whole of the industrial popula-

tion their due share of the advantages. In effect, it

should be the purpose of the unions to make rationalisa-
tion of service to the whole community.

Finally, he contended that the effegts of rationalisa-
tion called for the rhiost pezsistent efforts to establish a
universal ecight-héur day 4s the maximum working-
time, with overtime reduced to the lowest possible
limit. This was justificd, on the one bhand, by the
obligation to re-absorb the workers «lisplaced by
rationalisation, and, on the other, by the need for
greater leisure,to counteract the deadening effect of
automatic machine, work and the tedium of the
movements, gf the runmng band ”’ and similar
devices for speeding up mass productlon.

The conference endorsed these views, and expressed
its conceptionedf the scope and purpose of rationalisa-
tion, from the labour point of view, as follows :

““ On the one side, the saving of time and labour
power, reduction of costs, improvemernt in pro-
duction, and the highest labour output. On the other
side, lower prices, strengthening of purchasing
power, increase in turnover, and the consequent
expansion of the market.”

The price policy of some of the cartels controlling
the distribution of goods was condemned as tending
to contrary results, and menacmg the success of
rationalisation.
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The German trade union attitude has been explained
at some length, because the views set forth are un-
doubtedly endorsed by a large majority of the German
workers, who have mot merely é.cquiesccd in the
mechanical and technical rcox;gamsatlon but by
personal effort have hclped to gain the fullest pro-
ductive results from the new plant and the new methods
of working.

Despite the 1ncrcasmg thdency to engage in wages
disputes there is no indication of any modification of
the gencral pohcy, and the-impertance of this to British
industry and to British workers lies in the fact that
more and more will Getmany reassert her position as
the outstanding industrial compctitor of Great Britain
in Europe. o

Moreover, the German policys is undoubtedly in-
fluencing the workers in gther induswiel countries
where the question of rationalisation is now” bein,
closely studied. The resolutjons on the subject adopted
at the Congress of the International®Federation of
Trade Unions at Paris bore the unmistakable mark of
German inspiration. * Rationalisation should only be
supported ”—tg qpote the salient passage-—‘‘ on con-
dition that rcpresentatives of the workers employed in
the enterprise, or of the competent trade unions,
invariably co-operate m- its apphcatlon, and that it
shall be followed, step by step,’ by the raising of
real wages and the resultant expansion of the
market.

““ When rationalisation is a purely technical measure,
or a mere reform of organisation, without having as its
economic effect the raising of real wages or an expan-
sion of the market, it fosters unemployment and will
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become a cause of social evil instead of a source of
economic prosperity.”

The German trade union demand for the control of
price-fixing cartel$ was also adepted by the Congress,
as well as a declaration of the inland market policy in
the following words :

‘

“ The increase, of the, purchasiff power of the
great mauses of the peopls and the consumers, either
by lowering prices or, by raising wages, or preferably
by both these means, is the cssential condition for the
consumption of the mass goods producgd by ration-
alised labour and economic processes, and this must
be effected by trade union activity.”

In a repeut on the subiect the Belgian leader, Mr.
Mertetis, declared thdt the organisations affiliated to
the Federation must ‘‘ examine the greatest problems
of production¥ and consumption.” They must ask
whether it was possible to sell an increased output at the
present costs of production, or whether there actually
was sufficient production, or whether it was necessary
to increase it. “ We have ranged alongside of each
other,” he said, * the contrasting problems of over-
production and under-consumption. The working
class must really forii a clear idea of the whole situation.
There is no doubt that if we are to examine the problem
thoroughly we must at the same time investigate the
means of remedying the present situation, and then will
arise the problem of the scientific organisation of
Labour and rationalisation.”

In March 1928 the National Economic Council of
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France, a body representing employers, workers, and
consumers, decided to follow up a general survey of
industrial and economic problems by a detailed inquiry
into the separate brances of economic life, to ascertain
how the principles of rationalisation might be applied
to French conditions, and to what extent this form of
reorganisation was necessary. Among the many special
subjects for investigation specified by the Council were
the 1mprovement of the gegeral conditions of produc-
tion, the scientific organisalion of labour, standardisa-
tion, technical equipment, relations between employers
and wdrkers,,methods of sale and allied questions, the
development+of home and foreign markets, and the
position of France in all *these respects with that of
othcr competing countries. The tradg union leader,

M. Jouhaux, assured the Council that the French
natlonal trade union centre would apprpve the re-
organisation of industry in general, on conditien tha
collective agreements were guaranteed as the recognised
expression of lxberty of association.  am

This attitude is of particular interest, in view of the
fact that, in May 1928, the leaders of the iron and
steel industry, both in France and Italy, came to the
conclusion’ that”rationalsation was the only solution
of their problems of over-productive capacity in
relation to demand. ,

These continental trade union*riews do not differ
essentially from’the policy of the American Federation
of Labour, as stated by its president, William Green.
“ Labour is interested in the successful management of
industry,” he said, ‘ because it reasons that with the
introduction of economy processes, in the development
of efficiency and increaded production, the cost of
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manufacturing and production can be reduced without
lowering the standard of the workers or reducing wages.
Labour firmly believes that, if the cost of production of
commodities must be lowered it $hould be accomplished
through the promotion of efficiency in workmanship
and management, the elimination of waste, and the
introduction of economy processes. This belief is
contrary to the old accepted rule of reasoning, which
. - -
held that a lowering of the cost of production could
only be brought about through a reduction in wages.”
It has been much easier for the German trade union
leaders than it can possibly be for the Britjsh lezders to
formulate and publish a preeise policy on a subject
of such incalculable importance to the workers as
rationalisation, in the sense in which the process has
been considered in, these pages. ,German industry,
which was fgunded and developed rapidly when all
the painful experiences ot the British pioneer efforts
were available for guidance and warning, has never
been troubledmwith the ¢omplicated restrictions of
workshop customs, craft demarcations, and immobility
as between craft and unskilled workers, which still
persist with undiminished effectiveness in many
British works. In Germany,: methods of ecomputing
wages are simpler, there is much greater interchange-
ability of labour, and the ntroduction .of labour-
saving machinery in «every possible sphere has come to
be regarded as a natural industrial development.
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[}

UNEMPLOYMENT AND TRADE

~EXPANSION
S te .

A change in outlook and policy, without which the
full advantages of rationalishtfon can certainly never
be realised, 4s not a matter for decision by the trade
unions and the workers alone. It is true that friction
and divisions sometimes arise within the trade union
movement from the conflict of intereses between craft
and gencral workers, the one class endeavouring to
maintain its close preserve,«he other pcx-puually striv-
ing to gain a higher standard of life and a bter it
dustrial status. This clash of interests will become still
more pronounced as the use of autorf8tic and “ fool-
proof > machinery becomes more general.

Nevertheless, the unions in which these respective
classes of ,workars.are organised will continue to act
together as far as possible, and to prevent an open cleav-
age, for the simple reason that, under existing circum-
stances, alf the workers 'bchcvc that the predominant
necessity is to Qrganise agamst the employers. Suggcs-
tions by the employers that ancient customs and restric-
tions should be modified are usually interpreted as
subtle efforts to lower the standards of the highly-skilled
men by offering inadequate terms to the so-called un-
skilled or semi-skilled wgrkers promoted to machine
operations. How strong this feeling gemains is indicated
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by the refusal of some sections of the shipbuilding
workers to endorse proposals to reduce costs by abolish-
ing rigid limits of craft labour, glthough these proposals
were accompanied’ by definite gaarantees that in every
case of interchange the wage rates of the highest-paid
craft would operate.

Itis clear, therefore, that, until this apprehension that
established standards will be undermined has been
removed, there can be /) free agreement on such
changes in working customs, relations between craft
and gencral workers, and the widest possible use of
labour-saving machinery, as will ensure the nccessary
increase in production, lower costs, higher real”
wages, and larger consuming power, which alone can
justify the procss of rationalisation. Only if these re-
sults follow can the workers who are displaced in the
early stages®®> adequately. maintained, as they have a
¢.ght t3'be, until they are reabsorbed, as industry gene-
rally is stimulated by the effects of the general reorgani-
sation. For thi#Teason a revolutionary change of policy
on the part of many employers is even more necessary
than on the part of the workers.

This problem of unemployment, ¢reated by the first
effects of concentration of production by the closing of
the less efficient works, and of the big-scale introduction
of labour-saving machinery, is unquestionably the most
difficult question to be faced by British, labour leaders
in formulating a policy on rationalisation. Especially is
this the case in relation to the coal industry, which now
differs fundamentally from others, so far as employ-
ment possibilities are concerned. The issue has to be
faced realistically, and it must not be obscured by well-
meaning but futile euphemistic efforts to show that
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labour-saving does not mean displacement in certain
conditions, but only ‘‘ labour-aiding.”

In coal-mines, as in other works, the introduction
of modern mechanical equipment,does certainly aid
labour, and it has also the welcome effect of abolishing
much labour that can only be deScribed as brute toil ;
but, in the situation to which events have driven thc
industry, it just gs certainly saves labour, in the sense of
displacing a proportion of the workers. In so far as the
first steps towards rationatisation have béen taken in
the Bxitish coal industry, .by dlosing those mines and
seams d which the heaviest losses were attributed, the
inevitable effect of labour displacement on a substantial
scale has created a violent prqudlce against rationalisa-
tion among the mine workers, notwjthstanding the
insistent demand of their leaders for * reorganisation.”

This shows on the one hand the confusign of thought
on the subjcct and on the othet the kind of difficultigs
that will arise if ratlonahsatlon is carried out in long.
drawn-out stages, without any genesal plan or co-
ordination, with no effort to secure the co-opcration of
the unions, and with no realisation of the obligation of
the commumty, exprcsscd through the Government, to
restrict hardship to the narrowest limits and to mitigate
by every possible means that which is inevitable.

In these sircumstances.it will be no enviable task for
the General Council of the Trade Union Congress, or
for the leaders of any particular union, to represent to
the workers that the whole question must be approached
from the viewpoint of the well-being of industry and the
nation as a whole, rather than from the narrow outlook
of purely sectional interests. The temptation to reply
that, if this is so, the®actions of the nation, the
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Government, and the employers must correspond with
the needs revealed from this viewpoint, may well be
too strong to be resisted.

For this reason it is all the mipre necessary to try to
see exactly what the coal situation is. In time a develop-
ment of the various processes for the extraction of oil
from coal will probably bring about a large increase in
demand, but on the basis of the most optimistic estimate
of progress this cannet be expected to%appcn for some
years. Even if all tHe remainlng technical and organisa-
tion difficulties were quickly overcome the plant nzeded
for converting many million tons of coal, a year can
only be provided gradually. - .

Apart from this one likely development, bringing
ultimate favourgble changes for the industry, all the
present discernible tendencies indicate further restric-
tion rather {fan expansion during the next few years.
In the discussions on the subject the substitution of oil
for coal, for many purposes, and the rapid expansion
of electricity sesvices on the continent derived from
water power and lignite, are usually stressed. Less atten-
tion is given to the almost universal movement for the
more economical and scientific use of coal as a fuel.
Both at British mines and in irdustrial“work¢ generally
a very large proportion is still burnt in old-fashioned
and wasteful furnaces. ! «

For colliery operation alone there would be a saving
of seven or eight million tons of good coal a year if all
the old boiler plants were scrapped and modern fur-
naces were installed. This process is, in fact, going on
steadily, and it will be accelerated as the impelling
economic need for technical reorganisation is more
clearly realised. Throughout the manufacturing industry
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also, and especially for electrical power production, the
installation of the newtypes of boiler plant is going on
rapidly. The effect on the colliery industry is not limited
to the actual saving ih the amount of fucl consumed.
Low grade coal, and small stuff formerly lcft in the
mines as unsaleable, have now become almost as uscful
for steam raising as the better quality and higher-priced
coal. . '

When, further, we take into eonsideration the fact
that the world’s productton of cohl has®substantially
increased as compared with, 1913, although the British
outpudis 3,000,000 tons a year less, there is no ground
for assuming that, untd oil extraction is developed on
a big scale, the British output can be much higher than
250,000,000 tons a ycar. Germany, [rance, Holland,
Poland, and other, countries which are developing their
own coal industry intensively, are not likely to rcturn
to their former production level without a batter agd
financially exhausting struggle.

Yet the total British capacity, if alldhe existing mines
were operated full time, is well over 300,000,000 tons
a year, and the continued exploitation of the rich new
field of South Yorkshire and North Notts has still to
be reckohed with’ .

Therefore, in an industry contracted to mecet the
actual mawket demand en a full-time production basis,
and mechanised to the last degreesto achicve the great-
est possible siving in costs, as the only alternative to
low wages, it is sclf-evident that the number of workers
will be still further reduced, probably to round about
800,000. There is no other way to sound recovery even
if the industry were nationalised. The choice is between
this drastic ““ surgical optration > and the continuance
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of the existing conditions, with a very large proportion
of the mining population enduring the miseries of un-
employment, short-time working, and low earnings
even for full time, without the slig"htcst hope of improve-
ment.

The suggestion is sothetimes made that the immediate
effect of closing mincs, regulating output according to
demand, and rcducmg the number of workers to a cor-
responding level, is as intolgrable as %nc continuance
of existing cnditiohs. Therefore it is argued, the com-
munity must assume theg responsibility of assisting-the
industry by subsidy, so that all the mines may be kept
in operation and all the workcrs in employment. The
emotional appeal of this argument to the workers is
obvious, but it wjill not help to solve the problem.

Those who suggest this mcthod have cvidently no
clear idea whg they are driving at or what the proposal
ingplies. #To begin withg they entirely ignore the fact
that rationalisation, carried out on an adequate scale
and directed to the end of soclal well-being, would have
the effect of raising substantially the standard of lifc of
those left in the industry In the second place, if the
suggestion has any meaning at all it would involve the
retention of 1,100,000 workers i the industry, 4t higher
wage rates than those now paid. Consequently, if full
time were worked there would be enorreous over-
production and stocking. If thisevere avoided short time
for nearly all workers would be inevitable; and earnings
would still remain inadequate. General poverty would
persist throughout the coalfields.

Even a reversion to the seven-hour shift would still
involve great over-production at full time, together with
rising costs and a large subsidy, while a six-hour day
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would make necessary such a huge subsidy that any
Government responsible for it would be swept away by
the political reaction which would inevitably follow.

When the cost-savmg results of the German coalfield
rationalisation are dlspassxonately considered in the
llght of the conditions of the Rihr miners in 1924-5,
it cannot possibly be doubted that similar measuges in
this country, wiere on-the whole the geological condi-
tions and the quality of coyl are much mote favourable,
would transform the financial posmon in two or three
years: If, therefore, rationalisation were carried out
effectiVely, swhether in a nationalised industry, or by
the necessaty modificitipn of the existing system of
ownership, control, and sales organisation, the fact that
the measures taken were placing the industry on a
sound financial and productive basis would justify the
use of national resources te whatever exsent was ncces-
sary for the adequate help of the displaced wofkers amd
their families.

Special pensions for the o]dcr men,®nd the restriction
of the entry of boys into the mines until the age of six-
teen, with appropriate school courses and maintenance
allowances whexe, nccdcd between fourteen and sixteen,
have been advocated a$ obvious constructive measures
which would help to solve the problem. The work of
the Indusitial Transfer’ Board would be another con-
tribution, and for those' who codld not be affected im-
mediately by any of these measures sufficient unemploy-
ment benefit to keep them above the poverty line
would be a necessary anasthetic to justify the surgical
operation.

In essentials this is thg policy embodied in the “
mediate programme > adopted jointly by the Mmcrs
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Federation, the Trade Union Congress General Council
and the Labour Party Executive, but its presentation
to the country has been obscured and weakened by an
apparent lack of unity of purpgse. Only confusion is
created in the public mind when simultaneously there
is an insistent demand for reorganisation, modernisa-
tion of equipment, and organised selling, and an equally
insistent condemnation of the collierwowners for cal-
lcusness and, ruthlesshess when the first steps towards
reorganisation and marketmg reform are taken.
Criticism that the schentes'so far formulated ar’ too
limited in scope, and must at first intensify competition
between different coalficlds,.is” entirely jlistified, and
unless there is a speedy development of the plans, with
a co-ordinating scheme to link up all the coalfields by
a common policy, the maximum of 1ardsh1p will cer-
tainly be caused. But it has o be kept in mind that the
p&motcrs of the schemes are for the most part men who
are in advance of general opinion and inclination in the
owners’ ranks. Muny old ideas and prejudices have yet
to be thrown off, and mere abuse will not help the men
who are trying to push the industry alonginto new ways.
The most effective trade union actioe would, there-
fore, be directed to persistent ‘effort to accelerate the
development of the schemes, to enlarge their scope and
purpose, and to brmg about the national co%rdination
which is essential to success. Beyond this, all progressive
opinion throughout the country could be rallied to
maintain constant pressure on the Government to
do its part, on behalf of the whole community, in
preventing hardship and distributing a burden which
should be commonly shared, Further, the need for
simultaneous reorganisation and expansion of other
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staple industries, including agriculture—and especially
for drastic changes in the production, price, and sales
policy of miscellaneous industries—must be closely
associated with the mining problem. Here we touch
once more on the didlinction between coal and other
industries under post-war conditons. While it appears
certain that for some time to come at any rate, the
output of coal must be adapted to a restricted market,
there is no reasdn whatever, sage a refusal to adapt
manufacturing processes te’ new corditiont, why nearFy
all wtber industries should not, expand continuously in
cogrespondgnee with a rising demand for commodities
made possikle by cheaper production resulting from
the higher efficiency atfainablc in organisation and
equipment. .

Steel offers an obwous cxample If dermany’s output
could be increased by six or seven million tons in two
years there is no very clear reason why a rapldadvarge
could not be made in this country by a rationalised
industry in which similar®savings inmproduction costs
were realised. Moreover, we have not yet begun to
comprehend in this country the extent to which home
produced steel is bcmg used as a substitute for imported
timber ih confidentals countries. In Germany, for
instance, railway waggons and pit tubs arc of steel. It
is used mwch more exsensively for supports in mines
and for wire-carrying spurposes.e One of the latest
developments Is the use of steel railway sleepers, with
which experiments were made for some time before
they were adopted for general use.

The enormous demand for machinery and metal
equipment of all kinds, set up when re-equipment takes
place on a big scale, at bnce reacts both on the steel
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industry and on the general engineering trade. As
industrial activity thus expands over a wide field the
effect is felt to an extent that is self-cvident in the food,
textile, clothing, foptwear, pottéry, household, utensil
and other trades producing fthe necessaries and
commonecr amenities of life.

Despite the depression in certain sections of agricul-
ture, and the hopeless attitude f ma }fdrmers it may
be maintained that, with a combmat;on of reorganisa-
tion of marketing ‘on the “distributing side, and of
electrification on the productive side, there is enogmous
scope for dgvelopment of specialised foodsguff prodjc-
tion. Co-operative action to simplify marketing and
eliminate unnccessary intermediate tolls, the use of
electrical machigery to eliminate mere drudgcry work,
the more cxtensive use of cultiyation machinery
and fertilisery, and the application of scientific
m¢thod® recommendced by the research stations may
be justly compared to the rationalisation process in
general industry.e )

Here, again, we see how closely interwoven is the
whole fabric. Rationalisation in the coal, steel, and
machinery and clectrical equipment mdustrlcs would
produce cheaper equipment for aghiculture! On the
other hand, electrification of the countryside, and the
provision of cheap current by a rationalised and
unified electricity gererating system, would create an
enormous demand for manufactured products, and
intensive cultivation would help to expand the new
synthetic fertiliser industry. In short, the country would
produce much more food for the towns, and the
industrial centres would supply the country with
manufactured products of all kinds to transform and
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vary rural life, and dispense with much of the hardest
rural toil.

It is from this wide viewpoint that rationalisation
must be regarded, by t;radc unions and employers alike,
if narrow and fallacious conceptions are to be avoided.
It may well be that progress in® this country will be
slower and more difficult than in Germany, ,that
blunders will bz made, that some hardships will be
caused that mxg\)t be avpided. ¢ Resistance will ngs
prevent these things happcmng, and may indeed
increase the difficulties andethe hardships. Progress is
more likelydo be rapid and comprehensiveif the final
goal is alwags kept in viey, and if the relationship and
interdependence of the different industrics, so far as
effective rationalisation is concerned, ig the dominating
factor in dctermining policy.

There is another importgnt aspect of the question of
introducing labour-saving machinery, apart ffom the
immediate and transition ¢ffect on uncmploymcnt and
its ultimate effect in reducmg costs.®{t is the fashion,
when speaking of somc of the more complicated and
wonderful types of automatic or semi-automatic
machines, to guggest that men who tend them are
being turned into robotd, that pride in craftsmanship is
being destroyed, and that the monotony of work will
become unendurable. This is a typical cxample of a
fallacious generalisation applied tb*an amazing variety
of circumstances and conditions, and, as the intro-
duction of labour-saving machinery on a scale which
few people in Great Britain have yet envisaged is
implied by complete rationalisation of the heavy
industries, it is worth while to try to get a balanced
view of this matter.
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One might imagine, from some of the facile and

astonishingly ignorant appeals to prejudice one hears
from time to time, that in the many works where old
plant is still in use there is an unqualificd joy in all
kinds of brute toil, and that no minds are dulled by the
tedium of monotonou} work. A moment’s consideration
of the facts will show how absurd and misleading
sweeping statements on a subjert of thys kind may be.
- The truth is that* an immense amount of merely
laborious work ought to Be, and certainly will be,
abglished, and those wlo woeuld be otherwise destiniéd
to spend their lives in doing it will have the least ceuse
for regret. Think what is involved in vwo or three
typical occupations in this category. In an old boiler-
house mer: toil and sweat charging the furnaces and
wheeling away the ashes. The workers engaged on a
hand labour coking plant must charge the ovens, rake
o~er the hot coke while the hose plays on it to cool it,
and finally wheel it away in heavy barrows to the
railway waggons. It is filthy work. carried on in an
atmospherce of fumes and smoke and steam. In collierv
work the * tramming ” of the loaded tubs from the
coal face to the main haulage road. and the ceaseless
pushing and pulling of tubs oh and off the cages and
about the surface works, involve some of the most
laborious work in a mine which lacks mcdern equip-
ment. ! '

There is nothing to be said in defencé of this kind of
work either from a human or social point of view. Itis
primitive. It is as monotonous as any single process on
a running belt in a mass production engineering works.
It reduces all but the strongest to a daily condition of
physical weariness. At its wofst it is degrading, and at
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its best its bodily and mental effects discourage any
cultural efforts in leisure hours. The attitude of those
who would like to see all modern industry break up,
and a restoration of the pastoral life and handicrafts of
the middle ages, can be understood. The attitude of
people who believe that machihe industry is firmly
established, but who oppose the introduction of, toil-
eliminating mackines, is lncomprchen51ble

What is needed; of coursg, is a discriminating examé
natlon of the question. The mechanics or other attend:
ants who patrol a modcrn bo#lcr-house, free from sn1oke,
dirs, ard fumes, the men who operate the electrical
machines by*which a rhogern coking plant is entirely
operated, the pithead worker who sits at a switchboard
and controls the automatic devices whish maove the tubs
from the cage, empty the coal an to the screens, and
return the tubs to the cagg the cngineer who controls
the gigantic machines which scoop up two hundted toms
of brown coal an hour, the gnen who operate the various
kinds of-conveyors, which have abol®hed an immense
amount of pushing and lifting, are all using intclligence
and skill. Their work is comparatively clean. They
finish the day fyesh enough physically and mentally to
foster interests apart frorh their employment. They have
a new status in industry which was never attainable by
the old-type labourers, *‘whose work has been trans-
formed by the new machines. THi$ change constitutes
a definite stage in industrial evolution, and in due time
it will bring the necessary adaptations in the training of
youths and the arrangements for entrance into indus-
trial work.

When we turn to consider some of the modern de-
velopments in miscellaneous factory work, the need for
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watchfulness and control is at once evident, but here
also it is easy to exaggerate the effect of some of the
changes associated with mass production and “‘scientific
management. > In the lighter branches of industry, as
in the occupations just referred to, there has always
been a great ‘deal of tedious work, and even certain
kinds of craft work become monotonous and mechan-
ical. The task of the seamstress was, more trying and
Zring than that of the woman who works at a power
machine in a clothing factory, and it is doubtful if the
perférmance of a smg]e operation on a runnmg band
or assembly line is really more tedious ia itself than
that of a clerk who is mercly copying figures all day
long. The number of workers who have an opportunity
to develop® their skill as a craftsman in such a way as
to give rcal pleasure and pride in tke work has always
been relatively small. -

=1t is possible, indeed, that with a great expansion of
the use of automatic machines, some of which are
extremely complicated, the number of skilled men, pat-
tern makers, moulders, fitters, toolmakers, and super-
visors will rapidly increase, while the machines will be
operated more and more by men whos ju the industrial
stage from which we are now emerging, would have
been labourers engaged in the unpleasant tasks just de-
scribed. This work may still be monotonous, but it will
be performed under infinitely more comfortable con-
ditions, and it will be better paid.

Labour policy on these matters, which lie more or less
on the fringe of rationalisation, would be futile if it took
the line of resistance to these developments. They are as
inevitable, regarded in the light of general industrial
evolution, as the more fundamental changes brought
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about by full rationalisation. This dqes not imply that
the trade unions must look on impotently. If they see
clearly what it is possible and what it is impossible to
do they will adapt their activities to the new conditions,
and concentrate on the'question of hours, undue speed-
ing up, the prevention of adverse effects on health and
nerves, and the promotion of such legislation as may
be found necessary to prptect the workers against abuse
of the new power which scientifig and technical prog
gress in certain directions®is placing in the hands of
mahagement. c e e —

No worker,who tries to understand what is happening
in industry, and the immense changes that will take
place within the ncxt few years in the structure and
resources of capitalist entcrprise, cap dogibt for a
moment that the General Council of the Trade Union
Congress has acted in the best interests of all the
workers in participating with Ldrd Melchett’s groupef
employers in the examination of the problems of
reorganisation and industrial relatioms.

The trade unions cannot remain effective bodies un-
less they are able to change their methods and assume
new responsibilitjes to correspond with the needs of a
new era in industry. The leaders have to work out a
definite policy, win the allegiance of the workers to it,
and help to shape political-labour activity in conformity
with it. This cannot be done without full and intimate
knowledge of the new technique and processes. If an
intensification of strife is to be avoided in rationalised
industries, there must be not only a far-reaching change
in the relations between employers and workers, but
the present basis of trade union organisation and the
relations of different grodps of workers to each other
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will have to be re-examined and modified. When the
discussions with the employers are concluded, whatever
the concrete results may be, the leaders in the General
Council will be infinitely better equipped for this diffi-
cult task than they could have been if they had missed
the experience of dis:overing what is in the minds of
the men on the other side who will be in the forefront
of the rationalisation movement.
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CHAPTER XIII

THE CLASH OF OLD AND NEW
IDEAS

),
Although it is impossible to over-stress the importance
of Labour’s attitude to-many questions associdted
with ratfonalisation, the policy of the employers will be
the deciding¥actor in detgrmining whether the process
fails to yield beneficial results or whether it contributes
to the welfage of industry, the workems, an®l the com-
munity alike. . .

Rationalisation may beea gogd or an evil thmg ac-
cordmg to the use that is made of it. What cofnes oPit
in this country will depeng largely on the methods by
which it is applied to British conditiorf§, and the motives
of those responsible for carrying it through. These con-
siderations alone will finally influence both Labour
policy and puhliz sentiment.

Certainly one is not témpted by a survey of the pre-
sent position, to be over-optimistic. If there is confusion
of thought 2mong the workers and their leaders on the
various issues of Laboutr policy ‘discussed in the last
chapter, it is at least matched by the chaotic mixture
of ideas in the minds of the majority of the employers.
The number who can be placed with Lord Melchett
and his colleagues in the category of those who see
clearly what they are aimging at and how they propose
to attain their objective 1s very small. There are some
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who believe that( under a capitalist system which is
capable of'being modified by stages, it is possible to give
practical expression to ideas of public scrvice. They are
far outnumbered by those who é:till cling tenaciously to
the old conception that industry is primarily a matter
for privatl: profit, and*that, even if it be badly organised
and jnefficient, it is the duty of the workers to accept
without protest whatever ¢ ¢conomic ” wages and
s>rking condition; fit can, providé, however low the
standard of life attainable under such conditions
miy- be. L . 7

Deep-roeted ideas and habits of thought; which have
persisted from the days of industrial laisse-faire and the
sturdy individualism which carried men through when
adventurots pioncer work was necessary, mingle with
the newer conceptiors of a changed economic world
which demands corregponding changes in manufac-
ting ‘methods and industrial relations. Reaction
struggles vigorously and stubbornly against progressive
tendencics. Even®in Germany, where many of these
traditional obstacles which hinder the advance to a
better industrial order have not existed, the firmly
established habit of co-opcrative gation by the em-
ployers in a particular industry has not yet extended
to general co-operation with the trade unions and the
workers. Consequently, increasing labour disputes may
arrest the flow of benefits from reorganisation.

It must be admitted, nevertheless, that a far greater
shaking up of the old ideas has taken place recently
on both sides in Great Britain than could have been
thought possible two years ago. The candid discussions
aroused by the deepening agversity in the heavy in-
dustries and the grpwing competitive power manifest
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in other countries have had a salytary effect. Com-
placent insularity has had a heavy l}l'xock, gnd in con-
sequence the future of British industry is being envisaged
more clearly in relation to the new world conditions.
The belicf that sooner or later we should float easily
back to the relatively happy circymstances of 1913 has
gradually withered, under the influence of a growing
rcalisation that a vast process of adaptation must be
carried through 1aghe stiple lndust‘rlcs are to be restored
to health and vigour. °® .

The_hope may be entgraiped, therefore, thqt the
edqcatn.c effect of these discussions and inquiries will
not only gl\u: a ncw cenception of rcspomlblhty and
possible achievement to the trade unions, but change
radically the outlook of those cmployers \gho are still
living mentdlly in, the middle of last Century.

In the first stages of the pre-war industrial progress
of Germany care was taken to 2void many of the blgn-
ders and evils which had left a trail of desolation across
the earlicr and even moré remarkalje development of
British manufactures. In the post-war application of
comprehensive rationalisation mcasures Germany has
taken the lead, and mistakes have incvitably been
made. It *will be }Soss1ble within the next two or three
years to study this experience more closely, but alrcady
some fairly, definite conclusions can be reached, and
those engaged in British industry will have an oppor-
tunity of proftting by the experience in adapting the
main principles of rationalisation to British conditions.

If this advantage is to be gained, however, a much
clearer and more general conception of purpose and
method must be formed without dclay. How urgent this
necessity is may be realdsed from a study of the first
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confused local efforts to reorganise the coal industry.
There is a clash Of divergent interests within the in-
dustry itself, and also between the industry and those
who distribute its products. Analarming ignorance of
what is happening in the ether cdal-producing countries
is still matifest, and even more alarming is the indiffer-
ence shown by many whose interest it should be to
discover all the facts. On these lines there will be no
aypidance of mistakeg. On the c6ntraﬂ}f unless impartial
research is speeded up, and tke knowledge gained there-
by~farms the basis of a uniform reorganisation policy,
accepted and applied throughout the important inqus-
tries with the greatest possible:spced, the present dis-
astrous confusion may become infinitely worse. The
maximum (good, effects which rationalisation would
yield under such conditions would Jbe far more than
counterbalanced by “an extension of hopeless un-
employment and its Ycaction on the mind of the
workers.

In Germany there was no'concerted policy through-
out industry to begin with, but, as we have shown al-
ready, the stark necessity of escaping wholesale collapse
compelled the employers in several of the largest in-
dustries to act swiftly and decisively, 5o that the general
effect of simultaneous rationalisation on a common plan
was actually secured without a common.agreement.
Moreover, the long pre-war experience of cartel organi-
sation, and the pooling of resources which it involved,
made it easier to adopt and apply the necessary meas-
ures. The later work of the Economic Advisory Board
set up by the State has contributed much to the framing
of a common policy for the application of the principles
of rationalisation to other indstries and to commerce,

248



THE CLASH OF OLD AND NEW IDEAS

and here we have an example which might well be
followed by the British Government :

The ingrained reluctance of British employers to work
together for their mutwal good may be removed by in-
tensive educational aetivity, but this can only be or-
ganised by a national body, engdowed withe adcquate
funds and all the authority with which it is possible to
invest it. Unless something of this kind is done qaickly
it will not be possile td' transform and expand the pre-
sent chaotic and inadequate ratichalisation efforts iffto
a comprchensive and well-directed movement. -

The German employers were so far under the"influ-
ence of pre-war conceptions of industrial rélations that
no effort was made to gdin the active co-operation of
the trade unions in applying the first measures of ration-
alisation, antl therg is still a wide divetgence of vicw on
wages, prices, and other imporfant qucstions. Just as
the employers were moved to act swiftly and guthlegsly
by the pressure of financial and economic circumstances
after the inflation and French occypation, so the des-
titute workers had no option in their desperate situation
but to acquiesce passively in the employers’ policy.
Their leaders had to be content to give tacit support
to the rebrganisation, however ruthless it might be in
its first effects on unemployment, in the belicf that it
would be hetter for thesworkers in the long run.

They took the view ihat progluctive capacity must
be increased ¥ the workers’ standard of life was to be
raised, and they had to concentrate their trade unioh
efforts to gain higher wages as the costs of production
were reduced. They demanded that the care of the
displaced workers should be a communal obligation.
They refrained from opposition to the displacement
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measures only because the rationalisation policy as a
whole was likely t> increase the efficiency of industry,
lighten the t011 and improve the conditions of the
workers who remained employed, and finally create a
general industrial ‘situation in. which it would be
possible to restore normal average employment by
expanding the output ‘of miscellaneous commodities.

If ¢his tacit support could have becen fortified by
active consultation and definfie cgsSperation, much
fritdon and «oss resultingefrom subsequent disputes
might possibly have been avoided. If British induse
trialists profit from this © experience, many of the
difficulties ‘likely to' obstruct rationalisajion in this
country may be removed. From this point of view the
importanceoof the joint industrial conferences cannot
be exaggerated.' Two factors which do wot exist in
Great Britain contributed to the initial success of
ratlonallgauon in Germuny, Hespite the lack of definite
co-operatxon One was the characteristic passivity of
the German workgrs, their responsiveness to discipline,
and their plodding, industrious habit. The other was
the urge of the desperate state of poverty in which they
were left at the end of the inflation period. The driving
impulse to get work and keep {t outweighed*all other
considerations.

In British industry there is nothing comparable save
in the most distressed areas of the coalfields, and if the
employers wish to get the best out of highly mechanised
works they will have to adopt an enlightened policy
in relation to the trade unions. There is no other way to
gain the reciprocity necessary for the fullest success of
rationalisation.

When an effort is made to reduce production costs by
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the concentration of works and large capital expendi-
ture on mechanical equipment, thﬁmZasur; of success
achieved, and the ability to pay higher wages or reduce
prices, depends entirély on the margin of saving in
labour costs on each it of production. If this saving
is not greater than the charges for interé&t on the
capital expended, and for neccssary provision for
depreciation, there can be no advantage either for the
employers, thé Wlrkers, or the ¢onsumers. If, on_the
other hand, to take a conérete example, the labour cost
of producing a ton of coal is neduced by 3s., while the
capital thagges and the cost of operating the improved
equipment 2mount to dnly 2s., there will be a definite
saving of a shilling to be distributed between profits,
wages, and prices, according to the pglicy ef those who
control the indussery. .

Unless there is such an agreement on policy between
employers and workers, with the co-operation impied
by it, the willingness of the workers to make the best use
of the machinery may not be secuted or maintained.
In a works modernised on the rationalisation plan a
very small degree of slowing dowy on the part of the
workers may nqt only destroy the margin of financial
advantage, but actually cause a loss. For this reason
alone it is obvious that employers who undertake such
modcrnisation will best’ promote their own interests by
advancing in harmony ‘with the tfade unions.

Two lines of approach to this harmony are clearly
marked out. One is an understanding on the general
principles which should determine the aims and
methods of reorganisation, and this would, of course,
provide for agreements between the employers and
unions in each industry? The other has been indicated
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by Lord Melckett in connection with the system of
works cout cils sct up to maintain close contact between
the direction and all classes of workers in the Chemical
Combine. The disappearance of the old family type of
business, with its persoiral relationship between em-
ployer anli workers, sezms to be inevitable in the heavy
industries. If in the new order of large-scale production,

the workers are to feel any living interest in the success
of_the undertakmg. or to undcrstafa why there must
be great changes in orgamsatlon and processes, there
must be effective provicion for constant contact and
consultation through all the grades of manugement
and supervision, linking finally the supreine direction
with the men in the works.

The first.'ine ¢f approach has already been taken by
the Gencral Council of the Trade Union Congress
and the employers’ group., If the inquiry does not
rea-h a stage of deadlock it will probably lead to the
establishment of a joint national council with research
and advisory functions. This body would be concerned
with general principles and policy. The organisation
of works councils, adapted to the circumstances of each
industry, will be the business of the. trade unions
acting in association with the national advisory
council. Some years ago Mr. Charles Renold, of
Manchester, whose successful éfforts to establish better
relations through tierevolution of both workers’ and
administrative councils ought to be “much better
known than it is, suggested unobtrusively that the
development of this form of factory labour organisation,
in close relationship with the trade unions, might
ultimately yield a solution of some of the most difficult
problems of industry,‘includiné' that of workers’ control.
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He envisaged the possibility, thropgh the educative
experience of the councils, of an advance to a joint
governing body, composed of representatfves of the
higher management, the supervising and administrative
staffs, and the workers. From, this ‘stage, he suggested
further, it would not be a difficult step é0 a new
conccptlon of industry, in which management and
workers in combination would hire capital at a*fixed
rate, instead of “jging® themselves hired by capital.
After meeting the capital charges®the joiat controffing
‘body would itself decide the policy which should
detgrmige the distribution of the surplus as between
producers and consumars.

To employers of the old school this will no doubt
appear a fantastic i¢ea, but, as will be showp presently,
rationalisatidn is ppening the way to such immense
changes in organisation, over the whole ficld of the
industries in which it is applied,*that neither mgthodg of
administration nor the relations between employers
and employed can renfain unaffected. Once the
conception of ordered control throughout an industry
—governing production, distribution, sales policy, and
labour conditions—is actually applied in practice—
the conception of the purpose for which industry
is organised and carried on may be profoundly
modified. .

Before touching further on thig aspect of rationalisa-
tion, however; attention must be given to one or two
questions of more immediate practical interest. Refer-
ence has been made to a divergency of view on wages
policy between the German employers and the trade
unions. This has a special importance for British
industrialists and workess, owing to the similarity in
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the two countrjes, of the conditions which have pro-
duced the difference of opinion and policy.

In their definition of rationalisation, contained in
the memorandum published ia 1926, the German
Federated Emp]oyers stressed mainly the use of all
technical end organisation means to improve, incrcase,
and lower the cost of production. There was no specific
admitsion of any social purpose of 1mprov1ng the
general standard of life of the comm’.mlty Neither on
the question of high wagis.or low prices was there
general acceptance of thg contention of the trade
unions. On the contrary, so far as wages are concerned,
it has been argued consistently that ir Germany’s
economic situation low wages are necessary for
economic rgcovery.

A typical viewpoint from which the purpose of
rationalisation is regarded is indicated in a comment on
thg,subjgct in an official publication dealing with the
reorganisation of the coal industry. Following a
description of the latest achievement in the modernisa-
tion of coking and by-product plants, and of the
astonishing extent to which manual labour has been
dispensed with, the general effect on the labour market
is discussed. A substantial reduction of production costs
and an increase of profit possibilities are frankly
admitted. This result, it is also admitted, is first of all
beneficial to the employer, to whose rationalisation
efforts the saving is to be attributed.

Both his profit and his competitive capacity are
raised, but it is contended that otherwise he would
probably have been compelled to close the works, so
that there would have been no employment at all
for the workers. So far frora this happening under
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rationalisation, however, the additional profits, turned
partly into fluid capital, make it poséible to extend the
plant, and thercby to employ more labour/ Therefore,
the argument continués, this phasg of rauonallsauon
not only relieves the wdrkers of the hardest forms of toil
and raises them to a higher industrial statu$, but it is
in the last resort the only means by which, competmve
power may be mamtam.ed

This limited Jua'llﬁcallon of ra}tlonallsatlon which
excludes the wider social #2nd economic afms regarde
not only by the German srade unions, but hy the
Economic Advisory Board, as of primary ignportance,
may be taken as fairly tepresentative of the views of a
large number of German employers. Many increases in
wages conceded by the arbitration triQunale have been
resisted until the Mlmstry of Labour has made them
binding, such resistance bging dcf(.ndcd on the ground
that the workers were dbsorbmg all the savimgs fwom
rationalisation and leaving no mecans for further
development. Charges of Dbias agaénst the tribunals
and the Minister became more insistent during 1927,
and opposition to the whole system, which may
be described as ,Qne of compulsory arbitration with
quahﬁcatlons, was marnifest on the employers’ side.

In the industrics dependent partly on export trade,
and subject to the severe price-cutting competition
which has been an ou‘tstandmg fcaturc of post-war
European trade, the question of wages is naturally
regarded in much the same way as that of prices. The
employers’ policy on both is opposed to that of the
trade unions. In certain other industries, inland prices
have been reduced on grounds of expediency. The
Chemical Trust, for insfance, took this line with the
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object of inducing farmers to use more synthetic
fertlhsers, and 'sé ensuring the disposal of the con-
stantly incteasing output of the Leuna works. In the
coal and iron and steel industeies, however, the con-
ditions of the export market détermined price policy.
While the inland prices fixed in 1925 were steadily
maintained, despite the admitted substantial reduction
in production costs, the exports prices fell lower and
lower as the struggle for markets g-w more intense.

The trad¢ union lead&r; and some independent
economists hold that the home market—which absorbs
about 8o per cent. of both the coal and the steel output
—should be the primary consideration in ceciding price
policy. Lower internal prices, it is argued, would
stimulate kome demand, especially for steel and goods
manufactured from 1t Thus, by keeping the works in
operation at fullest capacxty, the low production costs
neressary to meet competition on the export market
would bc achieved.

The employers #ake up a dircctly opposite position.
If the export trade is to be held, they suggest, prices
must be fixed at the world level irrespectivc of the
costs of production or the losses incurged in the struggle
to hold the trade. The losses must be made good from
the inland sales. This policy has, in fact, been applied
both in Great Britain and in Germany, the only
difference being that- the British losses have been so
heavy that the higher home prices have not been
sufficient to counterbalance them. In Germany, during
1927, the margin between export and home prices of
steel was as high as 25 per cent., until an upward
movement in world prices was perceptible at the
beginning of 1928. Export coul prices slumped rapidly

256



THE CLASH OF OLD AND NEW IDEA'S

as the intensive competition of Briwsh exporters was
developed after the stoppage, -and itswas stated that a
certain amount of the Westphalian Syndic]tc business
was held only at the sacrifice implied by prices as low
as 5s. per ton below the cost of: production.

This differentiation between home and export prices
is held to be necessary and justified, on the ground that
without the export trade the mines and stecfworks ¢ould
not be fully emplcygd. Consequently, if part of the ex-
port trade were lost by atfemptihg to stand ouf*Tor
higher prices, #he reductipn, ip the aggregate output
would cause production costs to rise, and, so far from a
decrease in the home prices being possible, it might be
necessary to raise them 5till higher. The argument
against higher wages is based on a similay rcasoning
about thé®netessity, of nfaintaining the export trade at
almost any cost, if a further contrdction of the industries
and increased unemployment i’ to be avoided o

To this, the trade unions and others who support
their attitude reply that the relatively high internal
prices imposed to compensate for the export losses limit
consumption, check the general expansion of miscel-
laneous trades, and tend to perpctuate unemployment
on an abrormal séale. At the moment there scems to
be no possibility of harmonising these conflicting views,
which indicate the intricacy of the problem. One Ger-
man writer on the subject has painted out that the
comparatively * easy solution open to the American
manufacturers—the disposal of an expanding output in
a home market stimulated by increasing purchasing
power derived from higher * real ” wages—is not pos-
sible to the same extent in Germany, where essential
raw materials and foodstuffs must be imported and paid

R1 257



THE NEW(INDUSTRIAL REVOLUTION

for by exports. Th(trefore, he suggests, it is only possible
to provide for this trade balance, and meet the repara-
tions paym\mts which must also be derived in the last
resort from foreign trade, by concentrating on both the
export and the home market. Yet here, of course, comes
in the diffculty of adjusting price and wage policies to
two sets of circumstances so completely different in
character.

Unquestionably, if the heavy lokes on export sales
could have Been avoided, *the effect of rationalisation
on the German nation,as a whole would haye been
much more beneficial. To the price djfferentiation
made necessary by the competitive struggle may be at-
tributed mainly the check in' the upward movement of
purchasinge powgr, and the consequent expansion of
production in the miscellaneous trades, which was per-
ceptible in the latter ‘part of 1927. There was no evi-
dewce of any attempt 'by the cartellised industries to
impose monopoly prices to any serious extent. The
general tendency v'as for the cost of living to rise at the
same rate as, or pcrhaps a little faster than, the * real ”
wage level in certain industries.

What had been actually accomplished by rationalisa-
tion at the beginning of 1928, therefore, was the restora-
tion of the greater part of German industrial life from
the position of 1923—4, when there was a very real peril
of a general collapse, to one im which the standard of
life was fairly comparable with that of the years im-
mediately preceding the war.

Full allowance must be made for this astonishing re-
covery, and for the circumstances in which it has been
achieved, if one is tempted to doubt the efficacy of
rationalisation because it hal not raised the general
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standard of life much higher in thred years, or because
.it has left many important industrial’ and economic
problems still to be solved.

The stage now reached is one in which much will be
tested. It may be, having regard to the unprecedented
situation in the export market of,the heavy dustries,
that the trade unions have pushed their claims for
higher wages too rapidly, with the result that tht ad-
vance along the wh-8le fi¢ld of industry may be checked.
Or it may be that the ratiohalisafion measures stifl to
be completed will bring fugther savings, sufficient
to meet she jncreased labour costs. It is impossible to
express a definite opinion in what is still a transition
period. )

In considering this complicated problem ye are con-
tinually brought up agdinst the difficulty which con-
cerns Great Britain even more closcly than Germany.
That is, the excessive and unreasoning price-cytting in
the coal export market, and the less serious, but impor-
tant, competition in the stéel trade. dt must be kept in
mind, in this connection, that the German industries,
by rationalisation, had at least emerged, before the end
of 1927, from the gatastrophic situation of 1923—4 to a
proﬁt-maﬁng stage. Notwithstanding theoretical and
propaganda discussions, the balance sheets for 1927,
which have been referred to in earlier chapters, offer
a sharp enough contrase to the pasition of the British
industries. Thé German advance has been made while
the disorganised British coal industry has fallen gradu-
ally deeper into financial difficulty, and the steel in-
dustry has been able only to maintain precariously its

unenviable position.

From what has been w#itten it follows that, evenifthe
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present tcntauvc\‘iritish movements towards rationali-
sation are co-ordinated and carried through to a much
more effeckve stage, the fullest possible advantagcs can-
not be looked for unlcss the export price problem is
solved. ‘

During- the. twelve, months ending April 1928, this
being the period of the most intense competition, the
total' loss suffered by the British and German coal in-
dustries, as a result of the sale of exgort coal at less than
the cost of produttion, ameunts to many millions of
poungs. The continuance of a price policy, igvolving
losses of such magnitude, can only be regarded as an
astoundmg example of human folly, unless every pos-
sible expedient to bring it to' an end has been tried. In
Germany jt has prevented both producers and con-
sumers from realising all the a@dvangages of rationalisa-
tion, and the immenst expenditure of capital and effort
in¢arrying it out. In*Great Britain it has reduced a
coalfield population of several millions to a level of
poverty without ¢ parallel' in this country since the
middle of last century.

The only solution possible seems to lie along the path
of international agreement. If there was ever a need
for  rational > control, to apply the latest 1nterpreta-
tion of rationalisation, it is demonstrated here, both in
the national and international sphere. In Germany the
conditions for an approach to an agreement are already
established. There is a single control of sales policy, and
the heads of the Syndicate can negotiate for the whole
industry. The first necessary step in this country, there-
fore, is to press forward with the coalfield marketing
schemes to the stage at which a national policy can
be formulated and expressed in action by a national
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commuttee. Simultaneously, the redtganisation of the
industry must go forward with the double object of
regulating output to the market demand a‘d reducing
production costs to the lowest possible point.

If at this stage the necessity for definite contraction
of the industry, pending dcvelopgncnts in the processes
for il extraction from coal, is clearly realised, it should
not be 1mpossxblc to reach an international agre€ment
—not to impose Mtificlal restmctlons and mon oly
prices, but at least to insis¢ 8n price$ whi¢h would®give
a fair and reasonable retury tp the producers.

Until ¢his, solution is attained there is ng likelihood
either of a fmr economic price policy for the home

market, or for a harmonious understanding on wages
pohcy in elther country, or for any %ub.stant;al improve-
ment in the position of the mmmg populatlon in Great
Britain, where rationalisation must, in any event, be a
more difficult process than it 'was in Germgny, gnd
slower in yielding its bencfits. At the Harpener meeting,
referred to in an earlier chapter, r. Silverberg left
no doubt as to the importance he attached to this
question. He asserted that, failing an international
agreement, whicl could not be reached until there was
created on all side themecessary opinion and organisa-
tion which would make a reasonable arrangement pos-
sible, the export price war must go on, and everything
must be done, not merely to bring to a halt the move-
ment for hightr wages, but to increase the time of the
working shift so as to bring the German miners to the
same level as the British.
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CHAPTER X1V

MONOPOLY OR COMMUNITY
WELFARE . .

.

One important as‘pcct of the sultject of #ationalisstion
is the extent to which it is possible to apply the
pnnmp]gs to those industries and distributive agencies
which do ngt naturally lend therfiselves td large-scale
organisation, and in whith it is desirable to preserve
some scope for individual adventure. This San only be
tested by expenence Inis obvious thdt progress will be
made first in those industries svhere depression and
difficulty glve a powerful impulse for change and
reorganisation, but, as the results are observ cd cxpen-
ments will be made in otlier industyies. So the process
may be expected to sprcad gradually. If the com-
munity is to reap the full bencfits of rationalisation,
it is certainly necessary that all the miscellaneous
industrie$ shall Be efficiently organised, and that the
policy of the cheapest possible production, to be fully
reflected in, higher wages or lower prices, creating an
increase in purchasing power, shg]l extend throughout
the industrialesphere and transport organisation.

This must, of course, involve far-reaching changes in
methods of sale and distribution, as well as the aban-
donment of monopoly rings organised to maintain high
prices and profits on a restricted output, without
regard to efficiency or egonomy in production. In fact,

L]
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acomplete reversa‘ of the traditional policy upon which
many gzroups of manufacturers and ‘merchants still act
would ‘be n\cessary. Prices would have to be fixed on
the basis ot efficient productien, with the primary
object of fostering the largest pogsible sale and bringing
about a steady cxpar}sion of manufacturing activities.
The degree of rationalisation, and the methods by
which the process was applied, would vary according
to the circumstances of each indugtry or distributing
orgdlisation. ¢ * .

Where large-scale orgamsatlon and close control
comparablc to that attamable in the heavy mdust;nes
is neither essential nor feasible, there could be, at any
rate, a looser form of co-bperation and voluntary
adjustment,of output in accordance with the state of
the market as ascertained through the operation of a
reliable statistical service, created for this purpose,
reggrding stocks and demand.

An indispensable condition of successful evolution
along these lines weuld be a ‘mutual agrecment, which
could only be arrived at through co-operation, on the
reasonable division of 9urp1us revenue between interest
on capital, wages, prices, deprecmtlon, and provision
for continued rc—equlpmcnt and,mod€rnisation of plant
to facilitate expansion of production as the standard of
life gradually rose. ]

In the present state, of confusion, and of conflicting
interests and aims, there may appear to be little
reason for assuming the possibility of developments of
this kind. The conviction may be expressed, neverthe-
less, that unless radical changes in this direction do take
place in British industrial organisation and commercial
methods, it will become increasingly difficult to hold a

264



MONOPOLY OR COMMUNITY WELFARE

fair share of the world’s trade, or to reach a better
standard of life far the workers, in face of the gro'wing
compctmon of other manufacturing natlo -1s whiich are
less in thrall to tradision and more adaptable to new
conditions.

The discussions at thc World Economlc Conference,
where all the outstanding problcms of industry,
commerce, and finance were considered’by an *expert
assembly rcpreseating' all the interests concerned,
indicated a wide recognition &f°the secd fof new
conceptions of industrial .mgthods and motives, and for
immense changes in organlsatlon to be carricd out
under the influence ofs these new” conceptions.

In a general statement on the sub_]cct of rationalisa-
tion the Conference asserted * the urggnt nced of
greater, mére fag-reaching, and bétter co-ordinated
efforts in this field.” The deelaratlon procecded as
follows : « @

“ While conscious of°the advagtages of rationalisa-
tion, both in the lowering of costs of production and
of prices, and in expanding markets, the Conference
has not been plind to the temporary unfavourable
conscquences which its application may involve in
the case of certain categories of workers. Though,
both dirgctly and aseconsumers, the latter should in
due course obtain their sharg gf the advantages of a
better organisation of production, they may be
adversely affected for a time by temporary unem-
ployment while readjustments are bcing made. In
the following resolutions speccial account is taken
of the legitimate anxiety which may be thus
occasioned.”
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In the resolutiods mentioned the broad views of the
Qonfer;v:nce were set forth clearly, \Cnd the followmg
points may be noted here as relevant to the issues
discussed in the foregoing pages ;

,

One of the princjpal means of increasing output,
1mprov1ng conditions of labour, and reducing costs
of productlon, is to be found in the rational organisa-
tion of productlon and dlstn‘butld’n

The simultaneous aims of such rauonahsatlon,
in the oplmon of the Conference are : -

L)
““ To secure the max1mum efficiency o"' labour with
the minimum of effort

“To ficilitale by a reduction Jin the vanety of
patterns (where such variety offers no obvious
adyantage) the design, manufacture, use, and re-
placemcnt of standardised parts.

“To avoid waste of raw materials and power.
“ To simplify the distribution of goods.

“To avoid in distribution unnegessary transport,
burdensome financial charges, and the useless
interposition of middlemen.”

.

The judicious and constant application of such
rationalisation is calculated to secure :-

“To the community, greater stability and a higher
standard in the conditions of life.

“ To the consumer, lower prices, and goods more
carefully adapted to generalaequirements.
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“To the varjous classes of producers, hlghcr and
steadier remur&ratlon to be ec'uuably dlstxbuted
among them.”

The point was stressed that care should be taken
‘“ not to injure the legitimate ingerests of tht werkers,”
and to ensure suitable provision for ,cases where,
through the first stage of rationalisation, the loss of
employment is calsed’

The Conference accdrdmgly recommended that
Governments, public institutions, and trade and
industridl «organisations should, lead producers to
initiate cffdrts along® the lines indicated, and, in
particular, that the following tasks should be under-

taken | . b

4

L]

The investigation and comparison of the best
methods and most practical processes of r&tion%lisa-
tion and scientific mauagementy and the cconomic
and social results obtained.

The application of rationalisation efforts through-
out industry, sagriculture, trade, and finance, to
medium and small undertakings as well as to large
ones,and even to individual workers and handicrafts-
men. °*

L] PR

The systematic standardisation, on both an
international and national basis, of materials, parts,
and products of all types which are of international
importance, in order to remove the obstacles to
production and trade which might arise from a
purely national polisy of standardisation.
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ascerain the best method emploped and the most
concfusxve"results obtained in eve country in the
application of the principles set forth in the
resolutions. /

The institution of an 1ntcmatxm{j investigation to

The organisation fof publicity to make known in
all quarters the advantages and obligations involved
in rationalisation and scientific management, as
well as the possibility of their gendtal achievement.

The Conference also suggested that special a*tent.von
should be glven to “'measures of a kind ¢alculated to
ensure to the individual the'best, the healthiest, and
the most wyorthy employment, such as vocational
selection, guidance, and trainirg, the due allotment of
time betwcen work and leisure, methods of remunera-
tion ¢givig the workera fair share in the increase of
output, and, generally, conditions of work and life
favourable to the development and preservation of his
personality.”

The Conference further expressed the opinion that,
in view of the lmportancc of the qugstion of ration-
alisation, the Economic Organisation of the League of
Nations should keep in touch with the institutions
specially concerned with the subject, and sheuld include
a note of its development in its reports on industrial
conditions.

In reference to the research and propaganda work
suggested by the Conference it may be noted here that
the German State-supported Advisory Board and its
associated committees are the only bodies yet created
which are engaged fu.lly in these comprehensive tasks.
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of Mr. Hoover tot promote standargdisation andysimpli-
fication, both in® manufacture ardd’ commerce, have
operated in a more ,limited sphere, wHich does not
include the rationing,of production, the close control
of sales policy, and the ordered governmens of a whole
industry even though it be not trustified, which are
the distinctive features of German rationalisatidn.

The British Engineering Standards Association has
done important national, ghd irftérnatienal wofk, but
within, still narrower limits, and the.body recently
estabhshed under the influence of the Board of Trade
to extend tb;: standardisation mdvement 15 in no sense
comparable cither in its representative importance,
its influence, or the scope of its work, wnl;thc German
orgamsatloﬁ N .

It is obvious that the experience gained by the
Reichskuratorium, the rationalised German jndygtries,
and the American achievements of Mr. Hoover and
the committees acting® in collgboration with his
Department of Commerce, was the main source of
practical knowledge on which the Geneva Conference
was able to draw when formulating its views and
recommendations. It.is no happy reflection on the
state of British industry, after a century and a half of
world leagdership in ¢ manufacturing industry and
invention, that its representatives should have been
unable to contribute to discussions of such far-reaching
importance any ideas or suggestions derived from
practical experience in the new methods of organisation.

As one reflects first on the scope and results of the
rationalisation measures carried out in Germany since
1925, and the wide ewtension of the process which,
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country; in the ncarrfuture ; and, secofudly, on the recom-
mendations of” the World Economit Conference that
similar mea$ures should be applied throughout the
whole field of industry and commerce in all manufac-
turing coustries, one is naturally prompted to ask where
the movement is likély to lead, and how far it will
modify current thought on industrial and social
problems. e

In tonsiderifig suth’ questigns one fecls very much as
a perplexed observer might have done when th¢ intro-
duction of power machinery was just beginningeto trans-
form the whole industrial organication of the eighteenth
century. Only surmise is possible. When two strong cur-
rents minglg. there is a whirlpool confusion befare they
flow on again smoothly as a single stream. 'One cannot
doubt that we are now'in such a whirlpool, created by
the glash.of two currents of industrial and economic
ideas. The old is contending with the new, and, in Great
Britain more than ia any cotlntry, where the old ideas
struggle tenaciously to preserve their dominance, the
onward movemecnt is arrcsted for a time by the swirls
and eddies of conflicting views and motives. Some
minds are in bondage to the traditions of the past, and
others are leaping forward to new ways of thought and
action. . .

Under the circumstapces this clash is inevitable, but
only when the issue has been decided will it be possible
to see more clearly the new kind of industrial and eco-
nomic organisation which is now taking shape. Yet if
policy is to be wisely determined by all concerned the
leaders on both sides in industry must endeavour to see
where events are likely to car¥y them.
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Even if the pregent outldok be obscure, it carthot be
doubted that whattwe call, for convenience, the cgpitalist
system is being giadual]y and paiﬂfﬁlly transrrmed.
Neither the manner ngr the nature of the’ transforma-
tion could have been foreseen bé&fore tHe war, and
mainly for that,reason the ideas which igspired the
“ advanced * political and indudrial movements must
now be realistically resexamined, and may have*to be
profoundly modifiegl. Tendencies which had certainly
begun to manifest themseltes obsturely before®1914
were syspended by the emergency organisations of the
war, period, only to assume afterwards a more rapid
development jn the abnormal ecohomic cifcumstances
of the aftermath of the war.

It is easy to assert, as some do, that ratiopalisation is
only a despgrate expedient by which®the industrialists
hope to buttress up their tottering system, and that it
will not only fail but will finally accelerate an jgter-
national breakdown. This is facile assumption. It is
much more likely that we 4re enterigg from the present
unstabilised conditions another stage of an evolution,
which will finally modify the system to such an extent
that it will not be comparable in®many respects with
the private enterprise, capitalist organisation of the
nineteenth century.

The trend of events in one country is not always a
source of guidance in astcmpting to reach conclusions
as to what iselikely to follow from similar events in
different circumstances, and with different reactions of
national traditions and temperament in other countries.
Nevertheless, the developments in Germany since the
war, and particularly certain changes in the form of
ownership and administgation, both in public services

271



THE NEW INDUST?IAL REVOLUTION

and in ordinary productive industry, are sufficiently
imporfant to warrant the closest a?!ntlon

In thie United S{ates which was kzss affected by the
war than any European country, industrial evolution is
still proceeding mainly on pre-war lines. There is ex-
panding production for a growing market, with occa-
sional indications of tHe possibility of future crisis. Only
in the coal industry are the corditions comparable to
those in Great Britain to-day ~nd jn Germany before
ratioffalisation; with prodtiction capacity in excess of
demand, short-time working, and unemployment, and
generally a chaotic competition for the limited. market.

In the stetl industry, and in some branches of engi-
neering in America, the preewar type of trustification
has been adapted to the rationalisation method of con-
centration of output in the best-equipped works, and
the extreme modernisation of plant to make this con-
centration more effective. In America also there has
been an interesting movement to experiment in new
forms of industrial relations; but no attempt has yet
been made to establish on the German plan definite
control of the affairs of a whole industry, including strict
regulation of output and sales as well as methods of
production, by the co-operative. action of all the firms
or combines engaged in it. Except in the coal industry
the need for concerted action carried to this point has
not yet been felt, and it may be a very long time before
the problem of adjusting production to beth actual and
potential demand reaches the acute stage into which
the chief European industries have been precipitated
by the effects of the war.

In the United States, therefore, we find no revolu-
tionary change in industrial erganisation of the kind
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which is implied Ry the rationaljsation of the German
coal, iron and ste}l, chemical, and clectricity gehera-
ting industries. Itdis this post-war movement tbwards
complcte centralised control from the 1hore limited
forms of pre-war cartel organisatiorr which distinguishes
the most impor{ant branches of German igdustry to-
day from those in any other coudtry. ‘

Willingness to act together for certain gpecified pur-
poses, and to pool Iesoyrees to some extent for mutual
benefit, was fostered amgng German industrialists by
this cartel system in pre-war days. This has facilitated
since the, war a rapid advahcc towards complete uni-
fication of i ifiterests where circumstances hdve favoured
this development, or to ¢loser working arrangements
where the maintenance of separate concerns with au-
tonomy in panag¢ment, within the Ifmits of a general
policy for the industry, has beea considered the wiser
and more practical policy. *

Simultancously, there has been a notable changc
affecting State or communtally-owngd enterprises. The
establishment of the National Coal Council and the
Economic Advisory Board, in close association with the
Ministry of Ecogomy, togcther ®ith the growth of
the system of indu$trial arbitration and binding awards,
constitute a challenge to the doctrine that the State has
no business to intervene,in industrial affairs save when
it is called on to arrang¢ sub51d1cs, transport privileges,
or protective tariff measures.

The socialisation of the electricity generating industry
in several of the territorial zones is an important post-
war development, and even more significant is the
experiment in industrial administration under State
ownership which ensureg the immunity of the direction
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capitalist method of forming a company and endowing
the ditectors with' full executive #athority has been
adopted, anY those electricity yndertakings which are
fully socialised, as Well as the State mines in the Ruhr
and Germ,an Upper S1lc51a, are now, administered in
this manner.

In the Rhenish-Westphalian relectricity undertaking
a unique method of ownership.has been established by
the jbint shase-holding a¥sqciation of the municipal
authorities, the Prussxan State, and the various indus-
trial companies which are closely linked up.wuh the
system. Thls?‘may be Hescribed as a form of public utlhty
company in an intermedidte stage between private
enterprise gnd socmhsm It can hardly be doubted that,
if a compromlse between conﬂlctmg mynicipal and
company intcrests was inevitable in the establishment
of a-natjonal generating system in Great Britain, a
simple and direct control over all stations in each zone
by authorities estaklished on'this basis would have been
preferable to the existing complicated method.

The RW.E,, hke the purcly State-owned concerns,
is admlmstered by 'a small board ef expert salamed
directors on strictly commercial, lines, with tlie qualifi-
cation that the relative influence of the sharcholding
groups ensures that public interests are the,dominating
consideration in the, determination of policy. Intcrest
on capital is limited, and the benefits of rationalisation
have bcen divided among workers (including manage-
ment and administrative staffs) and the consumers.
The creation of this semi-socialised form of organisation
isstressed becauseits financial and price policy may serve
asanexample to the rationalised and trustified industries.
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If it were true,yas many peopjle maintain, tHat the
only incentive to &ﬁcxency in in ustry is the poséxbxhty
of accumulating wealth, one would éxpect to find in
the management of, the large-scale u'ndcrtakings,
whether State-owned or operated by cothpanies and
trusts, the safe routine usually associated with officia-
lism. One finds, on the contrary,’ to take the socialised
electricity undertakings as an instance, tHat the ‘direc-
tors, managers, chgjneess, and workers alike display the
keenest interest in the achigvément df effieiency retords.
Betweep the staffs of the-different generating stations
a spirit of competitive emulation "finds cxprcssmn in
friendly strife,to show the best production’results.

In the works of the contbines and trusts, the method
of * decentralised centralisation,” by whjch a large
measure of, Yespoxsibilisy and exccutive authority is
delegated to the group managements, evokes a similar
keenness and rivalry to be credited with a hjgh gffici-
ency standard.

Another extremely important development is the
tendency of the three basic industries—coal, iron and
steel, and chemicals—to become more and more closely
1nterlocked Fusiens and rationafisation, followed by
strenuous’ endeavour tp develop new processes in the
chemical industry with coal as a raw material, and by
new cnterpr;ises in the €hemical use of coal by com-
binations of mine owners, have gjven a more definite
shape to this movement in recent months. The possible
implications and effects of closer co-operation between
these three powerful industries, with an important ex-
tension into textiles through artificial silk, is discussed
with increasing interest in German technical circles.

Already coal and ironeand steel are so closely linked
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that the Steel Trust ﬁnd tle four lgrgest independent
firms, pf which Krupps is the best Inown control be-
tween ‘them not far short of one Kalf the total coal
productlon &f the Ruhr. The Ghemical Trust has im-
portant intetests in ‘black coal as well as in lignite, and,

apart froms this, the bulk of the integmediate coal-tar
products for the @dyéstuffs and pharmacecutical drug
branches of the chemical industry are supplicd by the
Ruhr coking and by-product pl.ams The yearly output
of thé principal by-produtts, in thc Ruhr has recently
been round about 600 000 tens of tar, 300,000, tons of
su]phate of ammonia, 150, ‘000 tons of tar pm.h, 20,000
tons of heavly oil, 136,000 tons of benzol, ,20 000 tons of
toluol, and many thousand *tons of various other oils
and derivagives.

Until rcccntly, the by-product activitics of the colliery
companics have been mainly complementary to the
cherpical, industry, and the output of sulphate of am-
monia has not been large enough to affect the synthetic
products of the Ckemical Trust. The position will be
changcd when the new colliery enterprise for the fixa-
tion of nitrogen from coke oven gas gets fully under
way. As this process, according to t.he rescrved state-
ments published on the subject, is chcapcr than the
ordinary synthetic method, a serious price struggle
might follow the new Ruhr development if the colliery
owners and the Chemical Trust became antagonistic
competitors. It is rcgardcd as much more likely that
the ultimate outcome will be an agreement for mutual
regulation of output and price-fixing.

Thus, we may envisage the growth of a closer partner-
ship in this group of essential industries, fully ration-
alised, with immense financial,resources, equipped with
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every type of labdur-savin§ machine and devicé which
the engineering industry can produce, and enco raging
constant research® and inventive &xpetriment by the
machine makers. . *

If the policy adopth by these compact %nd centrally
controlled industries were monopolistic om anti-social
in character, the power in the*hands of a re.l:«.}tivcly
small group of men Would indéed be terrifying from
the community point of view, and it would raisqgin the
most acute form imaginablé the Ydestich of St:}e con-
trol. Sq far, there are no indigations of such a t¢ndency
in. the Gerrgan development. On the other hand, there
are positive wndications that an évolution” more in ac-
cord with public interest®may be expected.

One of the consequences of the growing complexity
of these industios, as stheir cvolution is detcrmined
more and more by technical and scientific progress is a
tendency towards the assumption of much gacater
control over policy by the salaried directors and
managers charged with the respomsibility of running
the industries. The outside financier has less and less
opportunity to insist on a policy,in opposition to the
development plaps of the technical and scientific
experts. This naturally leads to conservative finance,
the limitation of dividends, and insistence on ample
provision for sustained fe-cquipment and improvement
of the productive apparatus, Morcover, the first
essential of sticcess in thesc concentrated and highly
mechanised industries is continuity of full-time opera-
tion and the largest possible production in relation to
the overhead costs. Hence any attempt to impose
either monopoly prices which limited consumption,
or labour conditions which aroused degn discontent
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among ‘the workers,} would speedély result in the
dimingtion of the savings which should normally be
secured by the reofganisation. ¢

While, theérefore, industrial relations and the con-
ception of Price policy -still retain in some quarters
something eof the pre-war character, the possibility of
a stez}dy advance towards closer co-operation-may be
perceived, having regerd on the'one hand to the grow-
ing il}ﬁuence of salaried ‘adménisgrators, and on the
other to the réalistic ¥iew of industrial evolution taken
by th¢ trade union leadgrs. The scheme of works
councils established by decree in the early days of, the
Republic has not beeh an unqualified success in practice
so far. It was probably in adVance of the gencral senti-
ment of thg time, and, in many works, thc managers
have given no encouragement whatewer to this tentative
experiment in industrial democracy. In others, inter-
esting ang significant results have been recorded, to the
mutual advantage of employers and workers. It is not
unlikely that the ¥mportance of these bodies will be
recognised more readily in the rationalised industries,
having regard to the, necessity for harmonious relations
of both higher individual output andaggregate produc-
tion, without which the expenditure on modern plant
cannot be justified, are to be achieved. Moreover, the
trade unions recognised from the beginning of the
scheme that, if the ,work of the councils was to be
effective, they must be composed of men specially
equipped for the task. They have organised training
centres and courses of lectures on economic and
technical subjects, so that the officials of the unions, as
well as the members of the works councils, may be
better fitted o discuss on equaleterms with the managers
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the many difficuls questio‘s tha* now arise in ¢onnec:
tion with labour interests. :

How far it may be possible for Mndustries organised
in this manner to contgol or modify some of the ‘ laws
which the older economists were dispose® to regard as
immutable, timg alonc\:an show. It does segm possible,
howevey, that a flexible regulatmn. of output through-
out a series of industries, acgording tb the *actual
market needs of‘the moment, should tend to level out
the curve of booms and slqm’ps The prcventxon over-
productlon and the maintenance of prlccs on a stable
level 1rrespcct1ve of tcmporary vatiations in demand,
creates a situation radically diffefent fromt the state of
affairs when a host of *producers are operating in
ignorange of the state of thc market, ang compcting
fiercely for guch tsade as is available?

The expericence of the Wcstphahan Coal Syndicate is
interesting from this point of’view. For many gyears
before the war, prices were varied within very narrow
limits, and it was claithed tha§ the assurance of
stabilised fuel price conditions contributed largely to
the confidence with which the steel firms pressed for-
ward with their .Plans of expansion. For three years
preceding the increase permitted after the wages
award of April 1928, the inland prices of coal had
hardly varigd, and throughout the British stoppage of
1926, German prices i the uncontcstcd ” or non-
competitive areas remained unchans;ed dcspltc the
enormous demand for coal and the high prices obtain-
able on the export market.

An extension of control on these lines throughout the
principal industries must involve, so far as Great
Britain is concerned, notyonly a revolutionary change in
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mercha'm‘ting arrangethents Yand intdrests, but a sub-
stantia]l modification of the traditional conceptions of
the opcrauon of thé law of supply antl demand and the
effcct on prices of fluctuations indemand. It can hardly
be ‘doubted, 4lso, that, given the evolution of effective
centrzlised control of producnox{ in the staple industries,
the relatlons bctwce“l thc lcaders of these industsies and
the bahkers, in regard to credit ‘policy, will have to be
recons;dered in the light of new g¢onditions and new
needs.’ - '

All these pomble comt;quenccs of rationalisation
must remain obscuré until practical expcrlcnce-hds been
gained. Thé most 1mportant guestion of immediate
interest in Great Britain is whether reorganisation as
comprehensjve as that which has taken placedn Ger-
many can be carried through in time to ptevent a still
morc acute crisis in thecheavy industries and in sections
of the tgxtile industry. The difficulty in securing
agrcement on the South Wales coal marketing scheme ;
the increase in unemployment in Yorkshire, the Mid-
lands, and Scotland, following the output restriction,
w1thout any corresponding move in other industries
likely to bring about an expansion of trade ; the
persistent unwillingness of many steel firms to merge
their own menaced interests in a general cffort for the
common good ; and the latest manifestation of an
easy-going low-wage policy by @an important section of
the cotton employers, do not induce* a feeling of
optlmlsm.

On the other hand, the ncces51ty of rationalisation
is now being urged with increasing forcefulness by those
employers who have realised the futility of old methods
in the present condition of world manufacture and
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trade. An illumsinating omm®ntary on Brftain's in
dustrial needs may alsd be ‘:onﬁdently looktd for
as a result of the discussions betwoeen the®General
Council of the Trade Union Congress®and the em-
ployers’ group. . o U

If one takes @ wideSuryey of the positiop it ishardly
possibjc to doubt that, if Britishoindustry asa ®hole can
throw off the shackles of outwprn trad®tions, avance
along the lincs dictated byftechnical and scientific
requirements, and contriblite te eo-operative &fort all
the experience and abifity which havg been accumu-
lated during a century of pioneef enterprise, ft will be
possible to pecapture, a first plaee in wotld leadership.
The outstanding supremacy of the pre-war years can
never bpe regained, but this does not imply that progress,
far transqending the achievement® of the nineteenth
century, cannot be made. It is true that the extremely
individualistic development 8f British industry has not
so far produced many men with the experi®nce of large
scale management that®has begq gained in America
and Germany, but some of the post-war achievements
prove that, given the opportunity and the right
conditions, we have no lack of 4ble managers who can
rapidly adapt themgelves to more difficult tasks and
wider responsibility.

Nor do_ we lack skill and ability for development in
the technical and scientific branches of industry. The
outstandings achievements of 4he past few years in
motor manufacture, aviation, and electrical equipment
enterprises—above all, in the rapid development of the
new synthetic processes by the Chemical Combine,
and of the new methods of artificial-silk manufacture,
show that, where scgpe and freedom are given for
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initiative and practicak cxpf’,’iment, British industrial
leaders and workers chn meet the challenge of any
rivals. ¢ C e ¢

Finally, it *may be suggcstcd' that British labour
through the tmade union movement, will take a much
more &nportant part in the comis%g industrial revolution
than ha¢ ncon the casgucithe in Germany or America
so far. Its Germany, as wg have shown, the workers have
had no option but to acqyiesce in the immense changes
which Have saved the <ndustries in fhat country from
collapse, and the trade unioms have still to gain a
dcfinite place in indubtrial government. - )

In Great Buitain the preliminary joint, discussions
aiming at a full understanding+on the conditions which
should goverp rationalisation ; the labour policy
adopted by the YChemical Cgmbine ; tle railway
co-operation movement jpitiated by Sir Josiah Stamp ;
the enlightened labour pblicy of the London Omnibus
and Underground Railway Combine ; and other less
spectacular but impgrtant tertdencies, all indicate the
possibility that Great Britain may again lead the world
to a further stage in the evolution of industrial
democracy. ' ‘

If the fullest advantage is to ke gained from com-
pletcly rationalised and mechanised industries in this
country, there must be willing €o-opcration, and not
mcrely passive acceptance of the new conditions, by
the trade unions and'the workmen. Ths tangle of
traditional methods will have to be straightened out
by both sides, and this can only be done by a policy of
mutual concessions and guarantees.

Never before has the trade union movement been
faced with so cJear and momentpus a choice. There is
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but some of the most influentil] leaders have reacheci
the conclusion ttait the dangers offnoving for ward on a
fresh line of advancg, and the assumption of greater
responsibilities, are far I§ss than the peri of incffedtive-
ness and decline if futdh ctivity is to Be hmltcd'by the
mental outlook of the paSt. 9

With greater respohsibility yhll come mﬁmtc’y wider
opportunity. If tje trade upfions are to be ted for
the one, and able to g;asp tht Gthef, there must be
intensive study, on a scalg pot yet imagined by many
officials of cconomic, financial, technical, and’scientific
developments in every 1mport:!nt mdu’qtrlal country.
This task may be undeftaken by the central organisa-
tion of the movement, or in co-operg;on with the
employcrs® throutgh some national®joint organisation.
Whatever the method, the aceomplishment of the task
is an essential condltlon of the ability of ghe workers,
through their chosen leaders, to help to shape the new
industrial revolution that is now.begmnmg

From the community point of view the problem
created by rationalisation is _how to gain all the
benefity of largée:scale organisation of industry, and the
highest possible effisiency in production and distribu-
tion, while avoiding the evils of monopoly control.
The problem is not to*be solved by insistent declarations
that nothlng can be sa‘nsfactory‘untll complete national-
isation is athieved. It may be that events will sooner
or later compel the assumption of full State control
over rail transport, electricity production, and even
the coal industry. But no one who studies the whole
industrial situation realistically can believe that,
within any measurable time. thc sohere of State
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§wnersﬁip and control can l'.te extendéd to include the
wide field of complica{ed mgnufacturing industries.

The irnmense‘chaliges which appedr to be inevitable
in these industries, and the effert of the changes on
the * community, will be det*:-l;leined, partly by the
cmplbyc;s and ‘the trade upidns, andr partly by the
cumulative’ pressureof world economic tendencies. If
this view is accepted it§'s hardly possible to over-stress
the importance of the dé~isions hat, must be taken by
both parties in tnis critical testing-time of transition.
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