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FOREWORD

WE AGREE in giving general support to the short-range
programme of political action outlined in this book.

A year ago, many of us, drawn from different parties
and schools of thought, joined insigning two Manifestos
defending the principles of political liberty and demo-
cracy and outlining a constructive policy. Since then,
a representative group, consisting mainly of signa-
tories of those Manifestos, has considered in a series
of meetings how ‘the outlines of the policy there
sketched should be filled in. The present book has
been written under the directions of this group.

In jointly signing this Foreword and commending
the book, we do not commit ourselves to endorsement
of every detail of the proposals, nor do we renounce
any of our individual views as to the way in which
society should ultimately be organized. But we are in
agreement on the general policy here proposed, be-
lieving that it embodies a far-reaching but attainable
programme of action for the next five years.

(Stgned)
ProressorR LASCELLES ABERCROMBIE
IsuBEL, MARCHIONESS OF ABERDEEN AND TEMAIR
Rr. HoN. Sir Francis Acrnanp M.P.
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Proressor S. ALEXaNDER O.M.
v
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INTRODUCTION
THE CHALLENGE AND THE OPPORTUNITY

This book.—The purpose of this book is to outline a
policy on national and international affairs which is
far-reaching enough to provide a programme of action
for a number of years to come; which is reasonable
enough to justify the hope that it will enlist the support
necessary to secure its adoption; and which is founded
on principles applicable to permanent as well as to
temporary needs.

The book deals chiefly with problems of economic
organization and with world peace. It does not attempt
to cover every sphere of policy: for instance, the
political evolution of the British Commonwealth is
not dealt with, nor is there any detailed consideration
of some outstanding questions of social policy.

Those who, in the Foreword, endorse the book
have different political associations, and divergent
views as to ultimate doctrine and policy; but they are
agreed, without sacrificing principles or ultimate object-
ives, upon a programme which should be pursued in
the years immediately ahead and which would, in their
view, be as far-reaching as could in any circumstances
be carried through in the lifetime of a single Parlia-
ment. The policy advocated in the book, in its broad
outline and character, has their general agreement.

But such a document cannot, in the nature of the
1 B
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case, represent the full views of the signatories of the
Foreword, nor can those signatories be assumed to
agree with each detail of the proposals.

The Challenge.—We believe that the present situation
offers a new opportunity and a new challenge: a chal-
lenge to give leadership in organizing a world order
freed from the menace of war, a challenge to develop an
economic system which is freed from poverty and makes
full use of the growing material resources of the age for
the general advantage, and a challenge to safeguard
political liberty and to revitalize democratic govern-
ment.

The need to master the war danger, and the inter-
national anarchy from which it springs, is manifest and
urgent. The desire for peace is probably more wide-
spread and conscious now than at any other period in
history: but science and invention, exploited by an-
archic nationalism, have so increased man’s power to
destroy mankind and his common inheritance that
war has become a graver menace to civilization than
can be realized in imagination. Conflicting national
policies are being pursued with little regard for the con-
sequences,—as may be judged from the prolonged
failure to check competition in armaments. If the
nations fail to master this anarchy, if they refuse to
accept those curtailments of national sovereignty which
are the necessary price of true security, then disaster
greater even than that of 1914 will become inevitable.

In its political aspect, the problem of peace is
essentially a problem of government: there can be no
enduring solution of this problem until there has been
created an organic structure of international govern-
ment which comprehends all those competing and con-
flicting activities that transcend national frontiers.
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Not less urgent than the challenge to master war is
the challenge to master poverty: and here the task has
become more manageable now than ever before. Science
and invention have so increased our power to produce
wealth that poverty, in the modern world, is becoming
an anachronism. We are challenged to discover the
means by which the increasing productivity made
possible by modern science and invention can be util-
ized to raise the standard of life and establish a satis-
factory system of production and exchange. Stubborn
resistance to the economic and social changes which
this situation demands, or even a negative attitude
of inertia or timidity, would produce, sooner or later,
the inevitable revolt against reactionary complacency.
But that wave of political intolerance, whilst failing
to solve our economic problems, would be likely to
sweep away the civil liberties that we in this country
have always prized.

Thus a third outstanding challenge arises from the
need to guard political liberty against new menaces,
and to fit the democratic system of government
for the efficient discharge of new tasks. In many
countries political liberty has been suppressed and
the democratic system of government has been
abandoned. The defence of democracy and of peace
i1s to be found not in a merely negative resistance
to movements that menace them but in the abolition
of the conditions out of which alone such movements
can gain strength.

Most of the signatories of this book have previously
subscribed to one or both of two manifestos on this
subject which were published in 1934.* All of us affirm
here our conviction that, without certain liberties and

1 Liberty and Democratic Leadership; see Appendix.
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rights, we could not regard any organization of society
as a tolerable one. We believe in government by per-
suasion; we are determined that, if we can prevent it,
government based on discussion shall not give way in
this country to government by dictatorial violence. But
we recognize that the democratic system is on its trial:
if it is to prove capable of achieving new tasks more
complex than those for which it was built up, it must
be courageously led and it must in some respects be
refashioned.

A special responsibility rests upon this country, one
of the surviving strongholds of the democratic system,
to demonstrate that that system can adapt itself to
new needs, and that a political system is more surely
founded upon a free and educated public opinion,
democratically led, than upon any authoritative
régime.

The Opportunity.—We believe that, besides this new
challenge to political action, there is now a new op-
portunity for political collaboration.

There are of course profound differences of opinion
and of interest which cannot now be resolved. But there
is no reason why travellers whose ultimate destinations
are diverse should not travel together so long as their
direction is the same, if they can agree as to the choice
of route and rate of advance. And we believe that,
dispersed now among the political parties or owning
allegiance to no party, there are enough people who
agree upon the kind of policy that should be pursued in
the years immediately ahead to afford adequate,and in-
deed overwhelming, support for a programme of action
such as we have outlined. To secure the required co-
operation, no compromise on principle or on ultimate
objective is needed, but only a reasonable spirit of
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accommodation in the determination of priorities and
in the choice of methods. The great mass of the public
in this country, and the most active personalities in
each party, are united, we believe, in desiring to con-
serve what in the world of to-day stand out as the
distinctive features of our political heritage—the prin-
ciples of liberty and political equality; and at the same
time they desire to secure greater economic equality
and the more effective subordination of every sectional
interest and activity to the general public interest.
There is widespread agreement, also, that peace should
be sought, not by way of isolation nor by way of the
balance of power and exclusive alliances, but by way of
collective action for the organization of peace and pre-
vention of war.

Old Divisions now Irrelevant.—The rival principles
and catch-words which marked the lines of political
cleavage in the past are to a large extent irrelevant
to the real issues now.

The historic controversy between individualism and
socialism—between the idea of a wholly competitive
capitalistic system and one of State ownership, regula-
tion, and control—appears largely beside the mark, if
regarded with a realistic appreciation of immediate
needs. For itis clear that our actual system will in any
case be a mixed one for many years to come; our
economy will comprise, with great variety of degree
and method, both direct State ownership and control,
and management by public and semi-public concerns,
and also a sphere in which private competitive enter-
prise will continue within a framework of appropriate
public regulation.

Again, the old issue between Free Trade and Protec-
tion should no longer prove an insuperable obstacle to
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such co-operation as we have in mind. Free-traders,
without abandoning their ultimate doctrine, do not
contend that complete and unilateral free trade is now
a practical objective of policy. They are prepared, we
believe, to judge tariff policy by its character and its
object: they are prepared, broadly speaking, to accept
a policy which is genuinely devoted to enlarging
external trade and to establishing it upon more stable
foundations by means of reciprocal agreements and
mutual concessions; and they are prepared to accept
a policy such as we outline in Chapter VI as the
necessary counterpart of improved organization and
efficiency in the domestic industrial system. Nor, on
the other hand, will protectionists deny that any
encouragement of the home market by such means as
a tariff must be compatible, in its extent and in its
method, with the restoration of those export trades
in which there are now hundreds of thousands of
untransferable unemployed.

Improvisation or Design.—In short, so far as there
are differences which cannot be bridged over for the
purposes of practical co-operation on a short-term
programme, the cleavage now follows new lines. We
have not attempted to meet the views of those who,
instead of desiring more coherent design in our political
and social system, are content to trust rather to im-
provisation. There are those who virtually assume that
man cannot control his economic future, or master the
forces making for war, by rational, constructive, and
collective effort; who, because they despair of success
in so ambitious a task, or because they desire the
pursuit of national policies which are really incom-
patible with peace, or because they cling jealously
to inherited privileges now inadmissible, desire to
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reverse the whole trend of recent development, or else
to ‘“muddle through” by successive improvisations as
each emergency occurs, with a mystic faith in the
ability of natural forces or instinctive human action to
reinstate a workable system.

On the other hand, there are those who believe that
we can and must master international anarchy and get
rid of the war system, by organized collective action;
and that the community can and must deliberately
plan, direct, and control-—mot in detail but in broad
outline—the economic development to which innumer-
able individual activities contribute. These believe that
the State, and other institutions associated with the
State, must be increasingly active partners both in
encouraging and directing economic enterprise.

For our part we believe that the second of these
groups comprises most of the active and leading per-
sonalities in political life, and that an overwhelming
public support for a policy framed on these assumptions
can be anticipated. We believe that there is here a
sufficient identity of outlook to serve as the basis of
co-operation in a practical programme. The correctness
of our belief can only be ascertained by framing and
publishing such a programme. Hence this book.

We repeat that the present situation offers at once
a new challenge and a new opportunity. The demo-
cratic system of government is on its trial. It will only
survive if it can produce a policy equal to the problems
of our time and a leadership capable of evoking the
co-operation and enthusiasm necessary to carry it
through. In these times a special responsibility rests
upon informed men of moderate opinion whatever
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their party allegiance may be. They must secure the
acceptance of a policy of this kind by whatever
government may be in office. If they fail to do so, the
probabilities are that we shall drift on till the next
shock of crisis strikes a weakened system and a
despondent population, when the outcome may be a
despairing lapse into the tyrannical and barbaric
methods that have supervened in similar circumstances
elsewhere. A confident leadership with a policy of
this kind could, on the other hand, rally the nation
to great achievement and create the conditions of
prosperous security in which the future evolution of
society could be determined by the process of argu-
ment and reason. It is because we accept this view of
the vital importance of a coherently designed policy at
the present time that we have agreed to set aside our
differences regarding long-term objectives and to regis-
ter our agreement upon the immediate plan of action
contained in this document,
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ECONOMIC POLICY






CHAPTER 1

ECONOMIC PLANNING

WE turn first to questions of economic policy; for in the
period in which we live, the main substance of public
policy will generally be determined by economic needs.
We approach the subject from the standpoint indi-
cated in the Introduction. We recognize that deep
differences of interest and opinion exist as to the ulti-
mate goal of economic and social policy; but we believe
that thereare enough who agree upon the kind of policy
required in the immediate future and upon the need for
a coherently planned policy, to afford adequate support
for such a programme as we shall try to formulate.

Tue NrEp ror Economic PrLannNineg

It is evident that the present economic system is in
many respects very unsatisfactory. The community has
not yet discovered methods by which production can
be allowed to expand to full capacity and by which the
resources of the nation can be fully employed to enrich
man’s life and endow his leisure.

The motive of profit-making has already, to a greater
extent than is commonly realized, ceased to be the
mainspring of economic activity in this country: and
we think it safe to assume that this tendency will con-
tinue in the future, and that the principle of developing

11
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the resources available to the community under public
ownership or control for the use of the whole com-
munity will be further extended in the years immedi-
ately ahead.

Apart from the question of motive, we believe that
the State will find it increasingly necessary to intervene
in order to set the direction of the economic activity of
the community. In many spheres the free movement
of prices still performs its function of directing the
available resources of the community into the uses
where their employment will be most economic. But
in other spheres, the price system is failing to bring
equilibrium out of chaos. In these circumstances, the
old self-regulating mechanism of a competitive eco-
nomy, guided by the prospect of profits, is not by itself
anadequate regulator of the whole economic system. We
cannot in future be content to rely for such direction
entirely upon the unco-ordinated decisions of indivi-
duals or groups who cannot, in the nature of things,
see the nation’s problems as a whole. The nation will
rightly require of its Government not a merely passive
policy of succouring the victims of a defective economy,
but a positive, energetic leadership in constructing a
new organization for collective planning and direction
of its economic life.

We assume, then, that the functions of government
in relation to economic activities are increasing and
will increase, both in range and complexity. That being
so, we assume that there will be need for more varied
and flexible methods and a more skilful and scientific
treatment than any for which the existing administra-
tive system is as yet equipped.

We need more economic planning.

Planning Coherently.—The first point we wish to
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emphasize is that the Government should plan its
policy as a whole.

It will be well for us to explain just what we mean
by “planning”.

We do not here envisage that the Government should
aim at a “planned economy’” which would, throughout
every sphere of economic activity, replace the adjust-
ments of the competitive price system by deliberate
direction. Such planning as we have in mind would
be essential even if the responsibilities assumed by
the State were to remain only of the same kind as at
present, and it will become all the more necessary if
the State accepts such extensions of its responsibilities
as we consider both inevitable and desirable. The real
alternative to planning in this sense is not freedom but
improvization. At present an elaborate and extensive
system of State control is being built up haphazard,
successive measures being determined by emergencies
or by the successful pressure of some sectional interest,
and neither related to any general conception or scheme
nor co-ordinated between themselves. Such a system is
bound to be wasteful and inefficient; it is bound to
be injurious to all interests except those which are
immediately served, and ultimately, as their range
extends, injurious even to those interests.

We realize, of course, that any new economy must be
worked out, in some measure, tentatively and piece-
meal; and that any general scheme and conception must
be provisional and in outline only, receiving its content
from experience and practical development. Neverthe-
less a general scheme, progressively acquiring substance
and detail, is absolutely essential as a guide to practical
action in different spheres.

Governmental action within a given sphere neces-
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sarily affects economic developmentin other directions.
Assuming, therefore, that action is taken at all, we do
not escape the problem of choosing the form of general
economic structure we desire —we only choose it
blindly.

If, for example, we desire to encourage, by tariff,
quota, or subsidy, the home production of food which
we formerly imported, we necessarily affect our export
industries and incur the responsibility of transferring
some of those engaged in those industries. Whether, or
on what conditions, the nation is right to restrict food
imports is discussed later. Our immediate point is that,
in any case, such action should be adjusted to some
general conception of the whole balance of trade and
payments of the country; and that it is obviously
imperative that we should attempt to see the situation
as a whole and obtain some criterion by which we can
judge the comparative gains and losses likely to result
from action in a particular sphere.

We will take one other example. We are all agreed, as
will appear later, upon the desirability of embarking on
a bold and progressive housing policy. But a sound
estimate of the numbers of houses required, the type
of house, and the placing of the houses, involves a
much wider study than a mere “survey of the housing
situation’: it 18 not enough to determine the extent to
which, in each area, at the moment, thereis a deficiency
of supply to meet an immediate demand. Houses last
for a period during which vast changes may take place
in the numbers, the average age, and the family com-
position of the population,—changes which must be
taken into account in a considered housing policy, and
which can only be properly estimated by means of
careful study of social trends and vital statistics. Vast
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changes may occur also in the geographical distribu-
tion of the population: and those changes will depend
largely upon the Government’s economic policy, which
may encourage or discourage the export industries and
those situated in the ports and distressed areas; which
may, or may not, take deliberate action to influence
the location of new industries.

Opportunities lost through lack of Coherent Planning.—
Opportunities are frequently lost, and new problems
are created, through lack of appropriate organization
for reviewing particular projects in relation to a
coherent plan. Here are three illustrations.

Consider first the original rubber restriction scheme.
Whether or not a rubber restriction scheme was desir-
able, it was certain—and would have been obvious to
any appropriately constituted Committee which had
been given a week for consideration—that, if a prin-
cipal group of producers, the Dutch, stood out, the
scheme was destined to be a failure. But this and
other difficulties were not foreseen, or did not deter-
mine action, because the Government had no regular
advisory organization to hand; the advice of Civil
Servants, inexpert in this question and otherwise
occupied, together with the advice of a few outside
experts hastily consulted, was inadequate in view of
the fact that this scheme was being pressed by a great
organized interest, armed with full technical know-
ledge and concentrated upon a single objective.

Take, secondly, the State’s early incursion into agri-
culture. Assuming the desirability of encouragement,
it is probable, for the reasons we give later, that sugar
offered the least results at the greatest cost. It was this
sphere in which the State invested first and most
heavily. Next to sugar, an expansion (as distinct from
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a maintenance) of wheat offered comparatively little
either in food produced or in employment provided
in relation to its cost; and yet it was to wheat we
turned next. Only later, and by methods on which
we shall comment below, did the State turn to other
forms of production more suitable than these. A
general consideration of the agricultural problem on
principles we shall suggest would have saved the
country from this false start.

Take, thirdly, the scandal of “ribbon development”.
The State embarked on a great scheme of new arterial
road development. It was obvious that these new roads
would create greatly increased land values, resulting
first from the public expenditure and secondly from the
general public development so encouraged, and in no
degree whatever from the action or effort of the private
owners of the land. It was also obvious that important
results affecting the amenities and the location of new
houses, as regards both the use of the roads and the
public safety, were inevitable. Parliament indeed fore-
saw these results and specifically posed the problem
to the administration by providing powers to acquire not
only land for the roads themselves butalso adjacent land
affected by them. The administration failed completely
—and for a characteristic reason. The increase of land
values was as certain as anything in human affairs
can be; and so were the evils that must result from un-
controlled development. But with a vision limited to a
current budget year or two, the administration feared
that expenditure might exceed profits; and the power
to control housing development entailed the assumption
of direct responsibility of a new and onerous kind. A
short-visioned and preoccupied administration—with
no authority to supplement it with a broader vision—
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evaded the responsibility, with results that are now
visible and could easily have been foreseen. Only
to-day, under external pressure and after immense
damage has been done, is an effort, now necessarily
expensive, being made to retrieve the situation.

ORGANIZATION FOR PLANNING

We conclude, then, that the Government must plan
its economic policy coherently.

But if it is to do that efficiently, it must equip itself
adequately for the purpose. Clearly, the Government is
not so equipped now, either in its machinery or in its
traditional methods. To equip itself for the work which
is now imperatively demanded, the Government must,
we consider, do two things. It must organize the
resources available within the Government’s service;
and it must establish a machinery through which it can
secure the effective help and co-operation of those who
are outside the Government service and have the ex-
pert knowledge, the experience, and the kind of power
which only those engaged in actual direction and
management, throughout the different spheres of the
country’s economic life, can possess.

We propose, therefore, the creation of the following
new machinery for the concerted direction of the
national economy.

(a) 4 Government Planning Commattee.—A small
standing committee should be formed, composed of
Cabinet Ministers of the highest rank, free from daily
departmental responsibility. The Committee should be
continuously engaged, with appropriate staff and
assistance, in planning policy in its broadest outline.
This Committee might consist of the Prime Minister,

(o]



18 THE NEXT FIVE YEARS PT. I

and several Ministers without portfolio, these last being
chosen not on seniority but for their suitability for
the task we now propose.

This Committee should enlarge itself, as occasion
requires, by the addition (separately or together) of the
Ministers controlling Departments specially concerned
witheconomic policy (Treasury, Board of Trade, Agricul-
ture, Health, Labour). It would, of course, also summon
before it appropriate officials or non-official experts.

This Committee would direct the special organs
hereafter proposed and would frame general directions
as to policy for submission to the Cabinet, and these
directions would, after approval, constitute instruc-
tions to the appropriate Departments.

(b) Economic General Staff.—Side by side with, and
subject to, this political Committee, which would neces-
sarily change in personnel with changes of Govern-
ment, there should be a standing body consisting of
persons of more specialized expert knowledge, with
more permanent tenure.

This body should, we consider, consist in part of the
permanent chiefs of the main economic departments
and in part of persons with other relevant experience,
such as are to be found among the members of the
present Hconomic Advisory Council; it should include
members drawn from the Trades Union and Labour
movement. It should have as its Chief Officer an estab-
lished Civil Servant ranking with the head of a princi-
pal department and assisted by a highly qualified staff.
The body we contemplate would of course be wholly
different in character from the present Economic Ad-
visory Council, with its infrequent meetings and its
diminutive permanent staff.

Its task should be—in conjunction with, and subject
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to the direction of, the Cabinet Committee—to make a
continuous survey of national problems, to make pro-
posals to that Committee, and to work out plans
referred to it by the Committee. It should also propose
personnel and instructions (for decision by that Com-
mittee) for the special bodies suggested hereafter.

This new body should proceed on the principle of en-
listing for each specific task the best-qualified experience
of those engaged in different spheres of the country’s
economic life, by the appointment of temporary ad
hoc committees on the lines already adopted, on a small
scale, by the present Economic Advisory Council.

Advantages and Difficulties of such an Organization.—
Such a functional body would in no sense be an “eco-
nomic parliament”, rivalling the territorially and demo-
cratically elected Parliament. It would be a functional
body, but in such a form as to be subordinate to the
Executive and through the Executive to Parliament.
Its character and representation, however, would give
it a position of importance and prestige of its own. It
would work by committees and by plenary sessions. It
would be able, through its continuity, to assist suc-
ceeding governments in following a coherent and
consistent line of policy. And we believe that by such
a machinery the nation would be able to overcome the
real danger to democratic government, which consists
to-day mainly in its inability to cope successfully with
economic problems and to provide stability and con-
tinuity in its attempts to solve them. An authorized
account of the work of this Economic General Staff
should be published periodically, and in appropriate
cases the Iixecutive should authorize publication of
the Stafl’s reports on matters of general interest.

We realize that there are obvious difficulties and
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objections to such a proposal—a possible impairment
of ministerial responsibility; official jealousy; even (as
the system grows) jealousy on the part of Parliament,
owing to some transference of power to a functional,
non-elected body; a divided allegiance of the officials,
etc. We do not believe, however, that these difficulties
are insuperable.

It is impossible to solve the problem that now con-
fronts us unless we realize how complex it is, and how
changed are the conditions now from those under
which the present administrative machine was de-
veloped and to which it is adapted. In such a period as
this, when an infinitely complex and flexible economic
organization, partly private and partly public, is re-
quired, Westminster and Whitehall are not enough.

Parliament itself cannot meet the need. For Parlia-
ment—which, if our liberties are to be preserved, must
remain the ultimate guardian of the public interest and
the ultimate arbiter of the principles within which
action must be taken—is too unspecialized; and, being
chosen by election on a geographical basis, it must
necessarily remain too unspecialized to prescribe in
detail. It is this defect which has added such strength
to the movement for so-called “Parliaments” selected
on a functional basis, which are in fact not real Parlia-
ments at all, since their personnel is in practice chosen
by the Executive, and they then become either the instru-
ments of an arbitrary régime or merely impotent. The
solution can only be found in a system which provides a
functional body but provides it in a form which makes
it subordinate through the Executive to Parliament.

Nor can the existing Government Departments meet
the need. Departmental Ministers, and their chief
official advisers, are necessarily so much occupied with
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the details of daily administration, the successive
difficulties arising from current events, and the special
problems of their respective departments, that they can
neither plan long-term policy nor adequately examine
and adjust the intricate interaction of measures taken
separately by these departments. Moreover, for the
tasks of the present, a permanent Civil Service whose
members are associated only from outside with eco-
nomic activities in which they have none of the respon-
sibility of actual management, is not and cannot be
made sufficient. It is not enough to incorporate the
highest ability in the Service; for an essential part of
the qualification for the new tasks is the intimate
knowledge which direct and current experience of
responsible management can give. The assistance,
therefore, of those who have, and continue to have,
this experience 1is indispensable. It can be obtained on
one condition—that it is welcomed and utilized. Un-
less Westminster and Whitehall recognize this and
change their attitude accordingly, we consider that no
satisfactory solution is possible. But if they do, the
objections to such a development as we suggest will
disappear, and the difficulties can be overcome.

TaskS OF THE PLANNING ORGANIZATION

An organization of this sort would be in a position to
draw up the coherent plan, to apply the ‘“purposive
direction”, without which the community will inevitably
flounder from muddle to chaos. A permanent Economic
General Staft would have a wide enough purview to
assemble all the relative facts, while its permanency
would ensure that the plan would gradually and
consistently develop in a healthy continuity.
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The Economic General Staff would have to take
account from the outset of certain facts and tendencies.
It would note, first, the recent and contemporary
facts about the distribution of economic activity be-
tween industry, commerce, and agriculture, and
between industries which depend mainly upon the
home market (and are perhaps capable of depending
wholly upon 1t) and those which must depend (or
depend largely) upon export trade. Secondly, it would
have to take into account those general trends of eco-
nomic development in the world which indicate the
probable line of progress for an advanced industrial
country such as ours. Thirdly, it would have to study
population and vital statistics.

On such a basis, the organization would begin to
formulate a general conception of the direction in
which it would be desirable to encourage economic
development. Such a conception would be formed
gradually and would change with experience. As it
became translated into a tentative plan of action,
distinctions would become apparent between the policy
necessary during the stage of immediate economic
recovery and the policy necessary for effecting more
permanent changes in the country’s economic struc-
ture. The planning organization would relate the first
kind of policy to the second—the short-range plan to
the long-range plan—and thus, with all its limitations,
would serve as a most valuable guide.

Having indicated the case for creating a national
planning organization, and the general purpose for
which, in our view, that organization would be used,
we now outline in the following chapters some of the
developments which we hope to see achieved within the
framework of a coherent plan.



CHAPTER 1I
TOWARDS A PLAN FOR BRITAIN

Our interpretation of the need for ““planning” has been
made sufficiently clear in the last chapter. By choice
or by compulsion we are constantly intervening
through our collective organizations in the conduct of
the economic life of the community. Since the State
has set itself to lead the caravan of our civilization, we
believe that the State must form some idea of its im-
mediate destination.

What is that destination? What would we make of
Great Britain? The question needs only to be asked for
the impossibility of a complete answer to be apparent.
We want a richer and a wiser Britain, a country of
more genuine leisure and less idle misery, of greater
beauty and less squalor. On such generalities we can
all agree, but few could paint the picture of the ideal
with any great precision. What is certain is that, before
we can point the way to what might be, we must first
know what is. Any Plan for Great Britain must start
with the facts about Great Britain as she is.

In this chapter we do not venture to anticipate the
labours of the central body entrusted with the framing
of such plans. But it is an essential preliminary to
any more detailed recommendations to have some
rough sketch-map of the road to be followed. The

planning authority would have to start with a survey
23
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of the present state of Great Britain and thence deduce
its first steps. In the briefest outline, we may do the
same.

BriTaAIN SURVEYED

What is the impression which a visitor from another
planet, freed from our prejudices and preconceptions,
would form of the economy of Great Britain in 1935?
He would find, in the first place, a community which
has long ago departed from the simple satisfaction of
its primary needs and has organized itself in a com-
plex industrial structure, devoting its resources both
of men and material to the most specialized tasks and
importing a large part of its requirements of food and
industrial raw materials from other countries. But two
facts about this highly organized industrial mechanism
could not fail to strike him most forcibly.

The first would be that the mechanism is working
very faultily. About one-sixth of the available labour
force is not being used, although it is anxious to earn
its living and although the wealth it could contribute
to the common pool is much needed. An equivalent
proportion of the capital resources of the community
is similarly lying idle or being most inadequately
employed. It is clear that the economic mechanism is
not making nearly the best use it could of its available
resources. There is an enormous wastage going on—
waste of labour, muscle, and brain, waste of capital,
waste of materials, waste of opportunity. The sum-
total of the wealth the community produces for dis-
tribution among its members is small in comparison
with either its needs or its potentialities.

The second outstanding fact which our inter-
planetary visitor would notice would be the extreme
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inequality of wealth existing among the different
members of the community —an inequality which
appears to have little to do with the social value of the
contributions made. The combination of an inadequate
total production of wealth and of the unequal dis-
tribution of what is actually produced results in a
degree of poverty and misery at the lower end of the
social scale which is an indictment both of our brains
and of our hearts.

The two major economic tasks of the next genera-
tion must be to remedy these two crying defects. We
must stop the waste in the economic system, and
organize the system in such a way that its actual out-
put of wealth approaches more nearly to the practic-
able maximum. The scandal of unemployed resources
of labour and capital co-existing with unsatisfied wants
must be ended. And on the other hand we must con-
trive to get rid of extreme inequalities of wealth and
of economic power. We must build up an economic
system in which men will not only in fact co-operate
for the enrichment of all, but will consider themselves
as partners in a joint enterprise rather than tied by
the pressure of economic circumstances to a machine
they neither accept nor understand.

Our double objective must be to increase both the
productivity and the equity of our economicsystem. The
two aims must march together. We cannot allow equity
to precede efficiency if it means merely the equality of
grinding poverty. And we cannot for long allow effici-
ency to precede equity if we are to preserve our society
from the outraged revolt of the dispossessed.

Foundations of Britain’s Prosperity.—Britain has in
the past built herself up to a standard of material com-
fort rarely equalled and still more rarely excelled, by the
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practical application of two economic principles. The
first was the exploitation of every advantage offered by
mechanical invention and scientific ingenuity. Britain
was the first nation to bring the machine to the assist-
ance of man’s muscles, and throughout the nineteenth
century she was the foremost exponent of the principle
of the Industrial Revolution. The introduction of
labour-saving machinery involves in the first place the
displacement of hand labour and in the second place
the production of articles in far greater quantities. It
can therefore only be justified if the displaced labour
finds employment in other directions and if the mass-
produced articles can be disposed of. Throughout last
century both these conditions were met; the displaced
labour did in fact find abundant alternative oppor-
tunities for employment, while the enormously in-
creased output of goods found a ready sale.

The second cause of Britain’s prosperity in the past
was the system of international interchange of goods,
which she carried to greater lengths than any other
large nation. Just as her great towns were growing rich
by supplying highly specialized industrial products in
exchange for the food and raw materials of the country-
side, so the whole nation gradually transformed itself
into the workshop of the world. By the eve of the
Great War, Great Britain was devoting no less than
one-third of her resources to manufacture for export;
she imported two-thirds of her food and a large pro-
portion of her industrial raw materials. It would be
idle to deny that the system had certain social and
strategic disadvantages. But it would be equally idle
to deny that in the century before 1914 it brought the
country inestimable economic benefits. If we had been
forced to produce all our food at home, if we had been
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restricted to our indigenous raw materials, if British
industry, instead of specializing on those lines to which
it was best suited, had had to disperse its efforts over
the whole range of products, the net total of wealth
available for distribution among the inhabitants of
these islands would, beyond the possibility of a doubt,
have been a mere fraction of what it was.

These, then, are the two principles which have in-
spired our progress in the past; we may call them the
principles of Kxpansion and Exchange. The first ques-
tion which the planning authority would have to decide
would be whether they are to inspire our policy in the
future as they have in the past. Both are now called in
question.

Itis frequently argued that the community has ceased
to adjust itself to new developments of technical pro-
gress, that labour-saving machinery is now perman-
ently dispossessing labour and permanently increasing
unemployment, that the machine is now producing
goods In masses greater than can be sold. If these
statements were correct, mechanical progress would be
doing more harm than good, since it would be con-
demning the worker to indigent idleness and impover-
ishing the capitalist by the cut-throat competition of a
perpetually glutted market: and in that case it would
clearly be necessary to cut down the excessive produc-
tion and to spread the available work over the largest
possible number of workers. For reasons which we set
out below, we disagree with this view; we believe that
with the aid of the machine the community can look
forward to a continued expansion of both production
and consumption; there is no reason for assuming that
the limits of production have been reached or that the
community must perforce accommodate itself as best it
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may to the present state of affairs. Our present troubles
are not due to chronic over-production; they are a
phase of disorganization which if handled properly will
pass away without permanently hindering the steady
march of expansion.

In the case of the system of international exchange,
there is no need to debate whether it is functioning
properly. Its defective working is manifest. Everywhere
nations are retiring within their shells. Our export
trade was never in the post-war years as large as in
1913, but since 1929 it has fallen by between a quarter
and a third of the attenuated volume it then had. The
export trades show by far the largest and deepest pools
of unemployment and stagnation. The principle of
Exchange is undoubtedly for the moment less effective
than it was. But international trade has not collapsed,
nor would it be right to assume without argument that
it cannot be restored. We must examine, carefully and
objectively, both its immediate benefits and its future
prospects. Even to-day we export about £400,000,000
worth of goods every year, in addition to the services
our shipping, insurance, and banking industries per-
form for foreigners. Should we endeavour to increase
our intercourse with foreign countries, accept the
present total, or subject it to still further restriction?
And if we decide for expansion, is there any reasonable
prospect of being able to attain our object? Here again
is room for debate and need for preliminary decision
by the planning authority.

Let us briefly indicate the way in which we believe
the planning authority would answer both these groups
of questions concerning Expansion and Exchange.

We believe that there is no warrant for the fear
that the age of expansion is over. In our opinion,
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the world—and Britain in it—can confidently look
forward to a future in which the almost infinite wants
of mankind will be increasingly satisfied by an economic
mechanism whose productivity will progressively in-
crease. We are in no danger of being drowned in a
flood of good things nor of being driven to the poor-
house by the assistance of the machine. There is no
foreseeable limit to the increasing standard of living
of the masses, and by the same token no limit to the
prospective market for the products of industry.

This general statement of principle needs several
supplementary remarks, none of which, however,
seriously qualify it. Individual industries, of course,
may expand or contract, and contraction may leave a
permanent or a temporary condition of over-production
in those industries. Such a condition causes both de-
pression and distress in the industries concerned, and a
sound national policy will do what it can to alleviate
the trouble, without keeping in existence an industry
which has ceased to be economic. As railways de-
veloped, for example, there was undoubted distress
among the industries which had grown up round the
earlier forms of transport. The State might legitimately
have done something to relieve the distress of the coach-
men and bargemen; but it would have been an obvious
misapplication of resources to attempt to keep dying
industries alive. We must provide, therefore, for
individual cases of over-production. But there is no
reason to believe that the process of change which
dries up the demand for the products of particular
industries is also a cause of general distress, or that it
hampers the general advance of industry. The labour
and capital which have been rendered redundant are
moved out into other employments. The clearest de-
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monstration of this can be found in the experience of
Great Britain between 1923 and 1933. In these years
the country was suffering from endemic depression, the
loss of overseas markets, an overvalued currency, a
restrictive credit policy, and a high degree of immo-
bility of labour. But in spite of these difficulties, new
industries were growing up, and old ones expanding,
so fast that they provided employment for a number
of persons equal not only to those displaced by labour-
saving machinery, but also to those who were displaced
by the contraction of the depressed industries. Indeed,
the total number of persons employed increased in this
decade by about half a million. Countless individuals
were left high and dry by the receding tides of indus-
trial prosperity, but there was no sign that the volume
of employment provided by industry in general was be-
coming limited. The effects on employment of technical
progress thus constitute a social problem rather than
an insurmountable economic obstacle. Changes in
industrial technique still leave us with victims who
must be cared for. But the expansion of the economic
machine still continues, and there can be no case for a
general policy of restriction of output. The maladjust-
ments between Poverty and Plenty cannot be removed
by doing away with the Plenty. The only possible
basis on which the planning authority could plan
for the future is on the assumption of an increase in
general demand, which will not only absorb the goods
we are now equipped to produce but make possible an
indefinite increase both in production and consump-
tion. We are not yet approaching the boundaries of
economic expansion or potential demand.

The speed of expansion will, however, be seriously
affected by the way in which the planning authority
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answers the second group of questions; and by its choice
between a revival or a further abandonment of
international trade. Invention—which is the origin
of economic progress—will not be affected by tarift
barriers. But if the world is to develop in self-contained
national units, the field in which invention can be
exploited will be narrower and the rate of progress will
inevitably be slower. Moreover, Great Britain is now
largely organized as a trading nation. If in future we
are to live as far as possible for ourselves alone, we
shall have to carry out a tremendous process of re-
distribution of our productive resources, and all the
progress of the next generation or two might well
be needed to accommodate that redistribution. The
industries into which the labour and capital will have
to be directed would be, almost ex hypothesi, less
efficient (¢.e. productive of less wealth per unit of
labour expended) than those which would have to
contract. This must be so, for we have found it much
cheaper in the past to obtain our wheat by making
cotton goods and exchanging them for wheat than by
growing wheat at home. If in the future our cotton
workers are to be turned into wheat farmers, there will
necessarily be a loss of productive capacity in the
process.

Economic nationalism does not prevent all future
progress or ultimately interfere with the infinite ex-
pansibility of markets. But it does mean, as we show
below, that new methods of international trade will have
to be devised, that progress will be slower, and that we
shall have to devote the efforts of the next generation
or so to conserving and consolidating the standard of
life to which, with the aid of international interchange,
we have already arrived, before we can advance further.
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This reasoning could of course be applied to every
country in the world. But for Great Britain the ad-
visability of not turning aside from international trade
is reinforced by another and far more urgent circum-
stance. Something like half of the unemployment,
both of labour and of capital, from which we are
now suffering is directly or indirectly due to the
catastrophic decline in international trade, and it is
concentrated in those industries and those areas which
formerly made their livings by selling overseas. Work
can be found for them, and this source of economic
wastage stopped, in one of two ways—transfer or trade
revival. Unemployed workers can, in the first place, be
transferred into new occupations. Now to some extent
this is constantly proceeding, and there has been a con-
siderable outflow of labour—if not of capital—from the
depressed areas in the past decade. But when the
transfer involves, as it does in this case, hundreds of
thousands of workers, entire industries and whole dis-
tricts with all their social capital, their public works,
and their costly transport and distributive systems,
then the task is hopeless within the space of a genera-
tion. If there is no substantial revival of international
trade, half of our unemployment problem is likely to
remain for the next two decades as a stubborn in-
cubus upon all our efforts towards economic progress.
Whether such a revival can be secured is a much more
open matter, to which a later chapter of this book is
devoted.

These, then, are the answers which we believe the
Planning Authority would give to its preliminary
problems. Expansion in the twentieth century will
possibly not be as rapid as in the nineteenth, but it
will nevertheless be the dominating characteristic of
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our economic life. And Great Britain will start upon
this period of progress with less of a handicap, and
advance more rapidly, if international trade can be in
some measure rescued from the chaos into which it has
fallen in the last few years.

Ture MeEANS oF PROGRESS

Having made its preliminary decisions about ulti-
mate objectives, the next task of the Planning Authority
would be to work out the best means of moving towards
them. The remainder of this first part of the present
volume is an attempt to indicate the main lines of
progress along which the various constituent elements
of a rounded economic policy should proceed. We have
sought to secure agreement upon the general compass-
bearing of the route rather than to plot its every
milestone. The next five chapters have been conceived
as parts of a whole, and it will therefore be helpful, by
way of introduction, briefly to indicate the place which
each fills in the completed whole.

(a) National Development.—First among the eco-
nomic duties of the State are those which by their
size and scope are outside the purview of any industry
or any private interest. The succession of boom and
slump, the distribution of the population within the
country, national and local amenities—all these are
matters external to every individual industry but
affecting and influencing all industries. This section
of policy we discuss in Chapter III under the title
National Development. It is the duty of the State to
influence the public services and private amenities of
the community in such a way as to increase to a maxi-

mum both the efficiency of the economic mechanism
D
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and the social welfare of the individual. The most
obvious example is the duty of the State to provide an
adequate system of roads. Still more important is the
establishment and enforcement of a satisfactory stan-
dard of housing. There is a growing recognition of
the need to extend the sphere of State intervention
to cover the whole lay-out of the country. Our
population is increasingly crowding into a few large
centres to an extent which is uneconomic, unhealthy,
socially undesirable, and no longer justifiable by the
need to concentrate on the sources of raw materials
or the supplies of power. We have awakened to the
need for Town and Country Planning too late, but
there are still many costly mistakes in the making
which could yet be avoided by wise forethought.
National Development is a matter for continuous
effort and application. But in a period of depression
and idleness the resources of men and material for
pursuing such projects are at their greatest, while the
need for capital expenditure of this nature is also at
a maximum. In a period like the present, therefore,
the need for a well thought out and carefully co-
ordinated plan of National Development is redoubled.
(b) Organazation of Industry.—Next comes the need
for an organization of industry. The phrase is in itself
a departure from earlier ways of thinking. The favourite
doctrine of the nineteenth century was built upon the
assumption that industry could itself provide all the
organization it needed, that the less the State and
public policy had to do with the running of industry,
apart from a certain rudimentary keeping of the ring,
the better both for the State and industry. For our
part we believe that over a great part of the industrial
field, and for many years to come, the enterprise and
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initiative of the entrepreneur will continue to play a
large part in the nation’s economic life. But that belief
must not be allowed to blind us to the fact that in
many cases unregulated private enterprise is no longer
the most appropriate or successful form of organiza-
tion. In some cases industries which are faced with the
necessity of reducing their size to suit an attenuated
market are proving themselves unable to overcome the
difficulties so long as they are composed of a large
number of competing entities. In other cases the con-
centration of production in very few hands has made
necessary an added watchfulness and new safeguards
for the interests of the consumer and the State. In still
other cases great industries have grown up which are
recognized as being so strongly “affected with the
public interest” that the State is entitled to take a very
direct interest in their direction.

These problems are discussed in Chapter IV, but
two preliminary remarks may not be out of place. The
first is that in all our plans for the organization of
industry we must never lose sight of the fact that an
increasing standard of life in the future can only come
through an expansion of the total production of goods
of all kinds. Some of the proposals which are fre-
quently put forward for the organization of particular
industries have the deliberate object of restricting
production; in all cases the placing of control in the
hands of a central body brings the possibility of
restricting, and can hardly fail to bring the tempta-
tion to restrict, production below what the public
interest requires. Nobody who is cognizant of the
existing chaos in some industries would rule out the
restriction of production as a temporary expedient for
dealing with the depression of those industries. But
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it would be fatal to give every industry, regardless of
its condition, a mandate for converting itself into a
monopoly. Our course must be one which avoids the
evils of anarchic competition on the one hand and re-
strictive monopoly on the other.

The second preliminary observation is that, since the
circumstances of different industries are widely diver-
gent, there is no one plan of organization which can be
applied to all industries alike. It is unlikely on the face
of it that the same prescription could apply to the
cotton industry, with its over-capacity, its top-heavy
finance, and its decade and a half of unrelieved depres-
sion, and to the chemical industry, centralized, efficient,
and at least moderately prosperous. A uniform sy