




















































































































































































































































































































































A CONSTRUCTIVE POLICY 

though figuring largely in political oratory. It is 
this narrow individualism that everywhere blocks 
the way. For it is evidently no longer true in any 
sphere of activity that the self-chosen activities 
and aims of each will add up to the benefit of 
all. This personal and national separatism is 
directly responsible for those internal and inter­
national conflicts-economic, political, and, in 
the last resort, military-that threaten civilisation. 

TWO LINES OF REFORM 

What then can we do to be saved ? It is not 
here possible to do more than indicate the general 
lines of a social policy based upon the absorption 
of " improperty,'' partly into legitimate and 
useful forms of private property, partly into 
public property usefully applied to the common 
good. By the first of these lines of policy, the 
unfair bargaining between rich and poor, be­
tween the owners of land and capital and the 
workers who need the use of these instruments for 
their productive labour, can be redressed. The 
trade unions and co-operative movements have, 

181 



THE L I N ES OF 

m their clifft•n•nt ways, been directed to remedy 
these inequalities of bargaining and so to secure 
for the workers, as producers and consumers, a 
share of the " improperty ,, that would have come 
to the stronger owning classes. But, though collec­
tive labour bargains have brought some distinct 
gains in income, leisure and personal safety to 
workers whose industrial status and organisation 
p lace them at an advantage, unskilled workers, 
or skilled workers whose situation disables them 
from strong collective pressure, have gained little 
and have even stood to lose by the effect of 
successful unionism upon the costs and prices of 
consumable goods. Trade unionists have learnt 
that it is necessary to supplement their capacity 
of collective economic bargaining by the legisla­
tive and administrative action of the State and the 
Municipality. I do not here refer to the Factory 
and other Acts primarily motived by humani· 
tarian considerations, but by the recent measures 
directly designed to secure for the workers 
enlargements of their incomes and increased 
measures of security against poverty, ignorance, 
sickness, old age and unemployment. The 
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growing expenditure upon pensions, unemployed 
relief, health and education, so far as the cost is 
defrayed from progressive taxes upon incomes 
and inheritance, may be treated as a genuine 
attempt to convert improperty into property, 
waste into utility. More generously applied, and 
strengthened by an extension of minimum wage 
and leisure conditions generally applied through­
out the economic system, this line of remedy 
might go far towards that better distribution of 
income seen to be desirable not only in the 
interests of justice and humanity but of the full 
employment of capital and labour. In this policy 
the Trade Boards Act was a revolutionary step. 
For the" sweating" against which it was directed 
was only an extreme case of the maldistribution 
which everywhere expresses the weak bargaining 
power of workers and the related profiteering of 
owners and employers. But it is evident that the 
recent use of political power by the workers to 
supplement their collective bargaining has strict 
limits. So far as the costs of growing "social 
services " press on taxation, there has been a 
tendency of governments to substitute indirect 
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t • ti n in th hape of tariffs, embargoes and 

other bmd l 011 '' orking-class consumers for 
th tnx.ition of the higher incomes and 
inh dtan where irnpropcrty lies. 

P U B I. I C I: N T I: R P R I S E S 

There is, however, <mother aspect of the grow­
ing public expenditure tha t deserves attention, 
viz. the undertaking of public works such as 
housing, road construction, afforestation, har­
bours and other additions to what may be called 
the public capital structure of the country. 
Though some of this expenditure may produce 
early consumption utilities in the larger sense of 
that term, most of it can only fructuate consump­
tively a good deal later on . It may, therefore, be 
regarded as a capital outlay in addition to the 
priva te investments in business capital. So far as 
the taxation which finances it falls upon the 
owning classes, it absorbs some of those savings 
which, as we see, tend to exceed the capacity of 
profitable private investment and which, lying 
idle, produce depression and unemployment. 
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There can be no doubt that these forms of 
public expenditure have sensibly lightened the 
burdens of trade depression in this country, 
partly by absorbing quantities of labour and 
capital which otherwise would have been unem­
ployed, partly by providing a rate of consumption 
for the unemployed which, however deficient for 
their full needs, was considerably higher than 
that provided m any previous period of 
depression . 

EXPE N DITURE ON ARMAMENTS 

The economic effects of the increased expendi­
ture on armaments to which all great and some 
small countries are committed are not easy to 
assess. On a first view, regarded as an applica­
tion of large public revenues to non-productive 
goods and services, it appears to furnish an addi­
tional correction to the disequilibrium between 
spending and saving, by expanding the invest­
ment market so as to "justify " a larger propor­
tion of saving. This is irrespective of whether 
increased armaments are a sound social service 
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1 f 11.lli()Jta) dcfc11cc or not. Their immediate result 
the absorption of some capital and labour, 

oth --rwi c uncmploycc.l, in the production and 
op l'ation of articles which lie outside the 
ordinary play of economic forces. 

But two important qualifications must be borne 
in mind. So far as the increased costs of arma­
ments arc compassed by a reduced expenditure 
in " social services," or by a stoppage of such 
rise in expenditure as would otherwise take place, 
the effect upon absorption of unemployment is 
nil. Capital and labour are transferred from 
employment upon housing, roads, health, educa­
tion and other definitely productive services into 
the making and tending of arms and munitions 
which may be treated as protective services 
though their final use is destructive. The other 
qualification relates to the method of financing 
increased expenditure on armaments. In propor­
tion as it falls upon indirect taxation, through 
tariffs and other burdens on the price of staple 
commodities, it reduces the consuming power of 
the working classes, and simply transfers employ­
ment of capital and labour from the production 
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of consumable goods to the production of arms 
and munitions. More men are employed in 
making instruments of destruction, fewer in 
making consumption goods and the capital goods 
required in these productive processes. 

So far we recognise a joint action of labour 
organised in trades unions and co-operative 
societies, with a growing body of publicly 
financed social services, as a useful contribution 
towards a rectification of the balance between 
saving and spending, production of consumption 
goods and of capital goods, a check upon those 
operations of economic force which are at once 
the origin of improperty and the results of its 
abuse. 

DIRECT LINES OF SOCIALISM 

But these measures appear to socialists far 
removed from their true reJllt!dy, the national 
ownership and operation of all the instruments 
of production, distribution and exchange. Our 
analysis of the economic system and the radical 
distinction it discloses between industries which 
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t.md. rclis cl in character and those which 

• 1 not, b tween tho c industries which shed com­
p •tidoJt and become monopolies and those which 
icrnain competitive, forbids us to commit our­
Sf•lvt· to a completely planned national socialism. 
\\

1 have to ask, " \Vhat arc the industries which 
can be safely and economically worked by the 
State or :Municipality in the interest of the pro· 
ducing and consuming public, and what are 
those best left for the present to private competi­
t ivc profit-making enterprise?,, The general 
trend of sound socialism would be towards public 
ownership and operation of what are termed 
" key,, industries and "monopolies." An exami· 
nation of these two groupings will show that for the 
most part they are identical in the industries they 
cover. It is easy to recognise among the " key " 
industries, iron and steel, electric and other 
power, transpo,..t by rail and road, and in part by 
sea and air, bank:.pg, insurance and investment­
key industries in the sense that most other indus· 
tries which produce, carry and distribute final 
commodities require the services of some of these 
key industries. But all of these indastries tend to 

188 



A CONSTRUCTIVE POLICY 

become monopolies in whole or large measure, 
partly because of the genuine advantages of 
large-scale over small-scale production, partly 
because they rest upon some ownership or con­
trol of superior natural resources, partly by 
process of cartelisation or other price arrange­
ments for regulation of output and of markets. 

MONEY, TRANSPORT AND POWER 

It ought now to be easy to recognise that sound 
economy in the production and use of money 
and its direction for investment, demands full 
national and international control. The issue of 
money was early recognised as a State function 
justified alike by convenience and safety. The 
fact that modern processes of industry and com­
merce have for the most part displaced currency 
by credit does not rightly dispol!IJf the need for 
public ownership and operat~.)n. To leave to 
private enterprise the manufacture of the quantity 
and quality of credit and its apportionment to 
different channels of trade and speculation is 
one of the largest follies of modern individualism. 
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grnlll ing of private 
ur td, dcm,mcls a delicacy 
r t') of .iction which could 

und ·1 .l sorialiscd banking 
• 1'd cl from t ltc social standpoint, 

il n l be b ttcr thnt this delicacy and 
h uld I r pl. rd by a more open and 

In e I h ) 1 in \\ hicl1 credit should not be 
ell) 'f J 11io1l<'cl ? Fol' \d1ilc it may be to the 

h fH of .111 indi\ idual borrower that his 
lu '' liu.mcial po ition should not be known to 

In m1> titots or tu th' business world at large, 
u h full 1 clinblc knowledge must be to the 

d\ .int. gc of that business world. If a public 

J dit S)SI< 111 \H'rc established, though it might 
r-ct. 1 d or d1cck some 1c;gitimate speculative 
busi11c ~ opcl'a lions, it should render impossible 

u h cfopl ~1y. ,. f. bank folly, as the Ha try case 
rev ·.dl cl, and, h~ll more important, might stop 

th· cla11gc1·ous part played by credit issues and 
withch-<nvals in the production of" booms " and 
" depressions." Moreover, it must not be forgotten 
that when the private banking system, or any of 
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its big members, gets into sc.1 ious difikulti by 
injudicious operations, the State com to its 
rescue by a suspension of the Bank Ch~u 1e1· ct 

and other public assistance, which in substance 
places the credit of the nation behind tht• faulty 
credit of the banks. This is the wor:;t possible form 
of financial socialism, for it actually encourages 
the big banks to undertake risks which they might 
not undertake if they did not know that the 
penalties of error would not fall upon their backs. 
Corresponding to the public ownership and 
operation of money is the socialisation of the 
main ch<1.nnels of transport. Here, as in money, 
private enterprise has injuriously trespassed upon 
public. For the main routes of land carriage, 
alike for goods and persons, were publicly owned 
and operated before the coming of the railroad. 
While postal, telegraph and telephone services in 
this and most other countries / ~pugh not in 
America) are publicly owned ~· operated, the 
need for the nationalisation of railways is urgent 
and immediate. For control of rates is clumsy and 
ineffective while the competition which formerly 
was some guarantee of efficiency has now virtually 
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Ii ippc r d. 101 ov r, the acquisition by the 
r. ilro. d of a g1owing ownership and control of 
r • d tmffic strengthens a monopoly which never 
hould hnve be ·u permitted to grow up. Money 
mcl transport arc obviously marked out for 
nation. I se1 \'ices, being essential for all move-
m ·nts and exchanges of economic goods. Power 
is the word \\'hich denotes an economic activity 
equally associated with manufacture and trans· 
port. 1 lcn! electricity and oil arc the chief modern 
sources, with coal as a partial contributor to both. 
Left to private enterprise, run on short-range 
profiteering, these fundamental industries are 
liable to two dangers: monopolistic control of 
output and prices or waste of natural resources 

from excessive operations. 

THF 
1
-i-ASE OF AGRICULTURE 
1 • 

Neither in -k .. \s country nor in any other IS 

private ownership of land and its resources 
absolute. The State possesses a right of" eminen 
domain," which under sufficient pressure it · 
exercise in limiting the rights of private ownershi~ 
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rescue of the working farm-tenant from the more 
oppressive burdens of the land owner, the libera­
tion of the labourer from the clutches of the 
tenant-employer and his general access to a small 
holding within his competence, and the public 
ownership and supply of the more expensive 
modern machinery and power required for good 
modem farming. But these considerations do not 
exhaust the part which the State must play in 
securing the standard food supplies and raw 
materials for common use. Though it would be 
foolish to attempt detailed planning in a system 
of State-owned farms, a direction of national 
agriculture by subsidies, bounties and guarantees 
of prices, so as to evoke the best social uses of the 
land, will certainly form part of a national 
economy. In this country it would doubtless be 
accompanied by a public operation of import 
trade so organised as to encou~'the desirable 
output of agriculture at regulatt.ft.rtd guaranteed 
prices. Whether such a system will demand the 
displacement of private by public ownership of 
agricultural land, so as to remove the possibility 
ofland-profiteering, is a question for politicians to 
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r. rl h important point is that an adequate 
in ntjvc b I ft to the actual workers on the soil 
to tirnulnte tht•ir most efficient productive 
activity. The collection and marketing of their 
produc · will be an important public business, 
conducted upon a price basis which must give 
s ·cm ity to farm workers and reasonable direction 
to thcir future enterprise. All city sites and the 
11 ighbourhoods closely affected by their values 
will be municipally owned. 

HOUSING 

Housing is more and more recognised as a 
public industry because of the discovery that 
private enterprise, having regard to the lower 
wage-levels, cannot and does not meet the 
requirements of modern hygiene in regard to the 
size and q• .1' ~ of housing accommodation. 
Jerry-building i~~ne of the worst maladies of the 
age. As against this tendency, there is the 
increasing activity of building societies financed 
by the savings of the working classes. This senti· 
ment of property in the roof over one's head in 
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view of personal security and the sense of posses­
sion resembles the land-worker's sentiment to­
wards his piece of earth. But the utility offastening 
this home sentiment to a particular spot is 
dubious. If every worker owned his house, such 
localisation might gravely interfere with the 
desired mobility of modern industry. Public 
ownership should afford the necessary security 
with better hygienic conditions and with freedom 
of movement in accordance with economic 
changes. 

OTHER ELEMENTS IN 

A STANDARD OF LIVING 

Now turn to other ingredients in what we 
term a standard of living-clothes, furniture, 
recreations and amusements. How far are we to 

regard the productive proce8'fjjNhich furnish 
these goods and services as sufficllllJY standardised 
to fall into the category of socialisable industries ? 
Here it may be well to recognise a difference 
between the early and the later processes of 
production. If we take the case of clothing, we 
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find large capitalist machine-production dominant 
in the spinning and weaving processes by which 
cloth is produced. In these trades the advantages 
of combination arc being pressed upon the cotton 
and woollen trades, and the era of free competi­
tion is evidently passing. Here, as in many other 
instances, we shall be confronted no longer with 
the alternatives of competition and monopoly 
but of private versus public monopoly. These 
basic industries, standardised under machinery, 
arc evidently fitted for public operation. When 
we come to the later stages of tailoring and dress­
making, or such a trade as shoemaking, we come 
up against a fairly clear distinction between the 
stock and standard shapes, sizes and qualities 
which can meet the ordinary needs of most con­
sumers and the demand for special fits and 
personal preferences on the part of those who 
can afford to .Y'..J~or these expensive satisfactio:is· 
Even in a soc1~it}I community, with substantial 
equality of incomes, this difference, rooted in the 
physical or mental character of individual con­
sumers, will arise, and the attempt to ignore 
it by a rigid standardised industry would be 
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injurious. Now the satisfaction of these special 
needs demands a corresponding particularity in 
production which machinery cannot supply. When 
it is a case of some widespread fashion, as in 
many luxury goods, such as cosmetics, cigarettes, 
or even cinemas and the cheaper motor-cars, 
large-scale mechanism can prevail, but wherever 
genuinely personal needs or refinements of taste 
enter, productive skill of human craftsmen must 
prevail over machine-production. 

It would appear that there are two causes for 
a legitimate survival of private enterprise, one 
relating to the demands of consumers, the other 
to the unstandardisable character of important 
raw materials. The best example of the latter is 
in the boot and shoe industry. While the indi­
vidual difference in shape and quality of hides 
may be ignored for the making of ordinary shoes, 
graded in large quantities by ~ 'nd shape, the 
finer qualities of hides require '.1!~1led treatment, 
and the more expensive shoes will still be hand­
sewn. Irregularities of material and of demand 
will thus keep for private profit-making enterprise 
a number of industries engaged in the final 
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processes of production because of the natural 
organic differences in raw materials and in 
human needs. Some reasonable control over such 
private enterprise can and should be exercised, 
both as regards conditions of employment and, 
if necessary, final prices, though the nature of 
such industries should suffice to keep them 
sufficiently competitive to safeguard the interests 
of consumers. It is only where such a business 
can get preferential access to some necessary raw 
material that the danger of monopoly might arise. 

T HE I SSUE OF ECO N OMI C NATIONALISM 

Such are the broad lines of a policy based upon 
a radical distinction between standardisable and 
unstandardisable production and consumption, 
and directed to the considera tion of the limits of 
a practicable -:1*lism. If our nation were a self­
sufficient ecor10hl system, the dual policy of 
socialism and private industry which we have 
sketched might seem secure. Or, if other nations 
with which we have trading relations placed 
themselves on a similar footing, an international 
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arrangement might secure so advantageous a 
" division of labour " as to enable each nation 
to take its proper economic place in a world 
commonwealth. But the actual situation in which 
this country organised upon the lines above laid 
down would find itself would be quite otherwise. 
Continuing, as we must, to draw a major part of 
some of our essential foods and raw materials 
from overseas and to purchase them by selling 
our own goods in export trade, we should be 
obliged to entrust some expert public authority 
with the skilled task of securing the necessary 
flow of imports and exports by the regulation of 
foreign exchange. Since most of our imports 
would be foods and raw materials for socialised 
industries, our Government, offering a large 
steady market and reliable payment, should be 
in a strong position for bargaining either with 
foreign governments or their ... ~e businesses. 
Though temporary difficulti~~ght still arise 
from widespread crop shortages or other failures 
in overseas productivity, damage to our home 
industries from foreign dumping of surpluses 
would no longer occur, and the knowledge of the 
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size and regularity of our import markets would 
help to check excesses of output in the countries 
which sell to us. So far as our exports (manu­
factures, transport, and other services) are con­
cerned, while most of this trade would be con­
ducted by the State, a portion would remain in 
the hands of private businesses handling the sorts 
of goods which are not deemed fit for public 
enterprise. Here the regulative influence of 
publicly controlled finance would be exerted so 
as to maintain a short or a long-term balance of 
national trade. 

THE CASE OF FOREIGN INVESTMENT 

Though socialised trades would be conducted 
on methods which would yield no profits for 
foreign investment, I see no reason why any 
prohibition (si~ as Mr. Keynes seems to con­
template) sholitcf be placed upon the foreign 
investment of such portions of profits or other 
income from such private business enterprises as 
still remain in operation. Such prohibition seems 
a needless and mJunous interference with a 
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natural flow of the surplus gains in one country 
towards the development of a better or more 
useful industry in another country that is unable 
to perform this work out of its own resources. If 
it be deemed more desirable that such surplus 
income be allocated to the further development 
of socialised industries in this country, the best 
mode of attaining this object is through a profits 
tax. But it would still be arguable that an intelli­
gent government might favour foreign invest­
ment when such use of capital seemed likely to 
develop natural resources needed later on for our 
expanding public industries. This hugging of all 
our savings for purely national development is 
inimical to that growth of economic interna­
tionalism which in the long run makes for peace 
and world security. If the doctrine of "an 
invisible hand," leading everyone to contribute 
to the common good by an int. ent pursuit of 
his own self-interest, were ap~cable both to 
individual economic men and to national 
economies, foreign trade, investment and migra­
tion might be left to this automatic or provi­
dential play. But seeing that the alternative is 
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between purely selfish national economies, 
imposed by strongly organised business interests 
posing as representative of their nation, and an 
international trade, the ordering and control of 
which will more and more pass into the hands 
of governments operating (so far as they are 
genuinely democratic) in the interests of all 
classes of their peoples, we cannot hesitate in our 
preference for the latter alternative. For under 
it there is at least a reasonable prospect of an 
international economy in which the material and 
human resources of each country shall be so 
utilised as to serve the good of humanity. Much 
will depend, of course, upon whether the different 
nations engaging in such commerce have adopted 
an internal economic policy along the lines here 
envisaged-a policy which has virtually eliminated 
improperty from their national system and so 
abolished thos~urpluses of stocks and savings 
which are seento be the real causes of those 
tariffs, quotas, embargoes, bounties, dumpings 
that are weapons in the dangerous modem fight 
for markets. Just in proportion as improperty 
disappeared from the respective national 
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economics, these dangerous and wasteful forms 
of economic warfare would cease. Under this 
new order, those business interests and pressures 
which drive an increasing quantity of productive 
energy into the armaments industry would no 
longer operate, and economic peace would lead 
to military peace. For though, as we have shown, 
the causes that make for war are largely non­
economic in their nature, appeals to economic 
interests and needs are essential items in every 
war-propaganda, and competing armaments are 
a direct incentive to their employment. It would, · 
however, be wrong to conclude that if all or most 
nations conducted theh; external trade through 
governmental action, instead of by private enter­
prise, complete international harmony would be 
secured. For so long as these governments were 
dominated in their trade transactions by con­
siderations of short-range natiofl interests, inter­
national trade would be a bargaining among 
monopolists. Any government whose country 
possessed an exclusive or a predominant pos­
session of some essential or important raw 
material, such as oil, tin, cotton, rubber, tungsten, 
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would be able to impose upon other governments 
needing such materials terms of exchange that 
were usurious and would keep alive some feeling 
of national ill-will against the exploiting nation. 
This trouble and its potential danger to peace 
can only disappear with the gradual weakening 
of the sentiment of nationalism that should 
naturally accompany the decay of the major 
conflicts between nations by reason of the increas­
ing consciousness of their solidarity of interests in 
the preservation of peaceful relations and the 
improved commercial and human intercourse. 
In proportion as each nation had succeeded in 
establishing its internal economic and political 
conduct on a basis of equitable property and 
sound public economy, not merely would the 
international economic conflicts of interest be 
abolished, or abated, but a positive sense of the 
paramountcy o~e interests of humanity would 
begin to assert itself in the hearts of all decent­
minded men and women. The exploitation of 
a monopoly for purely national gain by a people 
whose country possessed some essential material 
for world-industry might then be recognised as 
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an abuse of power. Only in the adoption of 
a common international policy, condemning 
national as well as class exploitation, and setting 
all property upon a right footing as an instru­
ment of human service, can we attain the social 
ideal. But we need not wait for this distant 
achievement before setting ourselves to the plainer 
and nearer task of putting our national economy 
on an equitable basis. The wastes as well as 
injustices of improperty are now manifest, 
and the roads to remedy stand open to every 
people who will assert their legitimate rights in 
the control of their economic life. 



CHAPTER VI 

A SUMMARY 

IN A PRIMITIVE SOCIETY where each man, or 
each little group, worked upon its material 
environment to make its food, clothing, shelter 
and other useful or ornamental objects, the 
difference in origin between property and 
improperty was clear and simple. All property 
was got by labour. But the seizure by force or 
craft of such property so that it became the 
possession or property of the seizer was the 
origin of improperty. This improperty was not, 
however, regarded as wrong, or in the strict sense 
improper, because the qualities of force or craft 
which acquirecl,~.t were esteemed more highly 
than those which were employed in laborious 
production. This superior prestige of improperty 
was accepted not only by the predatory members 
of a primitive society but by the labouring class 
who were not themselves the sufferers when the 
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seizure was exercised over property outside their 
group. 

Gradually, as we have seen, the growing 
intricacy of economic processes, even in pre­
capitalist times, confused this clear distinction. 
For when several workers, often unknown to one 
another, co-operated in the different processes 
which made food, clothing and shelter, it became 
impossible to mark off the exact contribution 
made by any individual worker to the final 
product. When such products were made, not 
only for the use of their makers, but for a market 
in which they exchanged against goods made by 
other groups of workers, the simple rule that 
whatever a man " made " was his own property 
became inapplicable. Moreover, when markets 
came to play a leading part, certain abuses of 
bargaining began to generate forms of impro­
perty less crude than the <J1rlier predatory 
processes. Traders began to acquire wealth by 
controlling or rigging markets. These practices, 
though less reputable than the primitive pre­
datory methods, helped to confuse the situation. 
For traders were recognised as playing a useful 
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\ n • n ry pa1 t, nnd it was not easy or 
t di tin uish th p1 opcrty that came to 

rn ,\ rightful <'.ll nings from the improperty 
th~ l 1. me fr om fo1 < t'ful bttrgaining. Historically, 
ind d, what we knmv as industrial capitalism 
fo t < 11 tc>rccl as the use by traders of monetary 
surplw;< s thus acquired in order to organise 
numbC'rs of craftsmen and other hand-workers 
into markets for the sale of their product to the 
wholesale dealer and to extend to foreign 
countri ·s the area of their commercial enterprise. 
Trading companies, buying from and selling to 
the inhabitants of backward countries, were the 
forerunners of big capitalist enterprise, drawing 
large profits from transactions in which they got 
the best of every bargain, partly by superior 
knowledge of the relative values of the goods 
they bought and sold, partly by imposing their 
terms upon tha..)t) with whom they dealt. .But 
when modern capitalism entered directly mto 
industrial production by the employment of 
machinery and power, the confusion between 
property and improperty was further com­
plicated. It not only became impossible to 
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measure the part played by any worker or group 
of workers, manual or mental, in the production 
of useful goods, but the part played by managerial 
ability and enterprise could not be kept distinct 
from the provision of the plant and power, so as 
to allot to each owner of a factor of production 
his due share of the price paid in the market for 
any finished product. This difficulty still remains 
the chief obstacle to economic peace. For the 
fact that improperty is everywhere mixed with 
property enables the possessing classes to accept 
the view that whatever the " laws " (which they 
have made) recognise as legal ownership is 
property, and that the charges brought against 
improperty are the inventions of envy and 
malice. On the other hand, this same intricacy, 
baffling the intelligence of the workers and their 
theorists has led to the formulation of demands 

' which, though not, as we hav"5een, containing 
a repudiation of all rights of property, are often 
so vague and indiscriminating as to stiffen the 
defence of improperty. 

But, notwithstanding these difficulties, recent 
political and economic movements in Europe are 

:;! I I 



A SUMMARY 

clarifying the a tmosphcrc. Fascist rule in Italy, 
Germany, Portugal, and elsewhere is avowedly 
<lircctccl to mobilise the owning minorities, 
together with their religious, social, intellectual, 
politic;\ l and military supporters, against the 
majorities of working-class citizens who demand 
a drastic alteration of the economic system, which 
shall distribute property more favourably to 
them, and shall remedy the wrongs and wastes in 
the working of capitalism. The more active and 
organised assailants of fascist-capitalism are 
described by the mouthpieces of the latter as 
communists, socialists, anarchists, or are lumped 
together as "Reds,'' always with the charge that 
they are inspired and subsidised from Moscow. 
The recent outbursts of sympathy for fascism, 
evoked by the Spanish conflict in the British 
and American owning classes and their organs, 
have materially ~lped to rally the less political~y 
minded workers to the defence of democrat.le 
instittltions, and are bringing them to realise that 
their vital interests are concerned with the 
preservation of majority rule in a democratic 
State which must henceforth be more and more 
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engaged in dealing with the defenders of im­
property. The failure of capitalism in every 
capitalist country to deliver the goods, attested 
by the huge and continuous unemployment, has 
been a sufficient ground of condemnation to the 
mind of the ordinary citizen. Not all the sophis­
tries of economists or of the owning classes can 
counter this exhibition of incompetence and 
waste. Hence the rally of the worker-citizens to 
the " socialist " cause and the alignment of the 
two camps within each nation and in the grouping 
of nations under the general terms of fascism and 
communism. Though neither of these terms can 
be said accurately to describe the conflicting 
forces, that a conflict is arising, more conscious 
and more determinate in its formation, and its 
aims, is incontestable. And the real struggle within 
each nation and in the international arena is 

waged for and against impra.ftrty. 

• 
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JO llAJ>l'gR IV 

1 R I I.. T ~1 

r 1 J l\I • • mo lcr 11 economic doctrine 
l rn it origin nu .1ppli .1tio11 of the so-called Law 
f Dimi11i hing R turn fir t applied to the use of 

l.u I .1 • fi <IOI' of ptoduction. Where there is 
plf'nty r l.111<.I of varying grades of quality 
uv.iil.1bl for ag1 i< ultural use, the worst land in 
u \\ill, with :1 given application of labour and 
<\.1pit. I, p1oclucr.just enough to pay its way, on a 
110-rcnt basis, at a given price-level for its product. 
If prices rise, it wi ll be worth while lowering the 
margin so as to take in land that it would not 
have paid to cultivate before: if prices fall the 
hitherto marginal ~'lnd will pass out of cultivation. 
So far as land is regarded as only applicable to 
some ~ingle agricultural use, the logic of this 
statement is irrefutable. But it applies, not merely 
to land, but to workers and to capital in the 
concrete form of plant and materials. There are 
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in any given conditions of trade costs and prices 
certain grades of workers whose efficiency just 
makes them worth employing at a given wage: 
if other costs fall, or selling prices rise, this labour 
margin may fall, and it may be worth while 
employing men of lower efficiency; if other costs 
rise, or selling prices fall, men at the former 
margin of efficiency will be put out of employ­
ment. So likewise with existing plant and raw 
materials which in normal times are fully utilised: 
if trade gets bad the worst qualities of plant will 
cease to be worked, the worst grades of materials 
will no longer be used; if trade improves, it may 
pay to put in more machines or higher-priced 
machines and to purchase more materials at a 

higher price. 
There is a margin for labour and for capital 

just as for land, i.e. some level of quality which is 
only just worth while emplo~ng. The fact that 
marginal labour must have arfactual wage, while 
marginal land pays no rent, masks a fallacious 
distinction. For land, like labour and capital, 
needs some provision against loss of productivity 
-in other words, a wage of maintenance. 
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But • II thi " ma1 1 inalism '' simply means that 
nny bu in man fi nds it necessary to employ for 
hi s V< m l pr oc s 'S n•rtain quantities of each 
fl ct r of produ<'tio11 1 ancl neither more nor less. 
'l he q ua11ti1jcs will be determined by the 

nc.ra l s tructure or composition of his business 
a a n orgnnic whole. Though in planning out 
su h husin ·ss he will assign quantitative limits 
to the several kinds of labour and capital, he will 
recognise that no special significance attaches to 
the marginal portion of each factor. It will never 
occur to him tha t this marginal factor has a 
separate productivity of its own and that the pay­
ment for it in wages, interest or rent measures 
that separate productivity. 

This assignment of a separate productivity is a 
figment of the economist's imagination. It fits in 
with and proceeds from his craving for an exact 
science, and one ~hich will defend the existing 
economic system ;\.gainst charges of capitalist 
exploiia.tion. For if the marginal worker just 
produces "what he is worth," his wages, his 
wage-rate being the same as that of all the other 
workers, then they too produce the value of their 
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wc:ges, and the notion of a surplus taken by the 
exploiting employer evaporates. 

Not merely is a separate product assigned to 
each unit of production in the organic structure 
but the marginal unit "fixes" or "determines " 
the price paid to the owner of each factor. This 
doctrine is best set out in the following passages 
from Professor J. B. Clark's Distribution of Wealth: 

" There is a commercial principle which causes the 
first or marginal part of the supply to be strategic in its 
action on the value of the whole group. The value of 
the whole crop . . . conforms to that of the marginal 
bushel. If there are marginal labours, in the sense in 
which there are marginal quantities of wheat, cotton, 
iron, etc., then the final or' marginal' men are likewise 
in a strategic position; for their products set the standards 
of everyone's wages. . . . The last increment in the 
supply of any commodity fixes the general price of it " 
(p. go). "The specific productivity of labour fixes 
wages-that is the thesis to be supported in this 
volume" (p. 47). .£ (7 

That this presentation of margins dis~es of 
the existence of any surplus in the shape of 
excessive rent or profit is most plainly asserted by 
Wickstead in his Commonsense of Political Economy. 
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For he points out that 

" all the units of every group arc always marginal units, 
whatc:ver the margin may be; and, therefore, naturally, 
the marginal distribution accounts for the whole 
product it is not open to anyone who understands the 
facts to argue that when, by a marginal distribution, 
every factor, reduced to the common term has been 
satisfied, there remains any residuum or surplus what­
ever to be divided or appropriated. The vague and 
fervid visions of this unappropriated reserve, ruling 
upwards as we recede from the marginal distribution, 
must be banished for ever to the limbo of ghostly 
fancies" (p. 573). 

"We now see once for all that the marginal distribu­
tion in one sense (that is to say, the distribution of the 
product in proportion to the significance of the addition 
or withdrawal of a small increment at the margin 
determined by the present supply) exhausts the whole 
product" (p. 573). 

Now this analysis is all based upon ignoring the 
composite co-oplative character of an organic 
business structure. In planning such a business 
struc~re the organiser, of course, calculates the 
size and proportion of the different productive 
factors. He estimates that a capital of (say) 
£20,000 is needed to equip and operate an up-to-
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date mill, that so many thousands should go into 
purchasing so many machines to work in each 
process, so much material of different kinds 
wherewith to feed those machines, and so many 
workers in the several processes. But it does not 
occur to him (or to any sane-minded observer) 
that the final machine or final worker plays any 
part in determining the number of machines or 
of workers in each process or the total price to be 
paid for the use of plant and labour. The " how 
much " limit or margin in each case is itself fixed 
or determined by the requirements of the business 

as an organic whole. 
This conception of a business as an organic 

whole also precludes the attribution of a separate 
measurable product to the marginal unit of 
labour or of capital, or of any combination of 
the two factors. The notion that this marginal 
productivity in a business can 1f rightly measured 
by the reduction in total productivity produced 
by its withdrawal is wholly unwarranted. Where 
a business consists of half a dozen related pro­
cesses, in each of which a dozen men are em­
ployed, the withdrawal of any one man will 
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involve the stoppage of five other men in other 
processes, and the total reduction of output is 
correspondingly increased. But this total reduc­
tion cannot be taken to measure the productivity 
of the first man withdrawn. 

There is no marginal net product. In order to 
produce this false appearance, the nature of a 
business must itself be falsified, by attributing 
changes in structure which do not occur. If a 
change in technique is adopted which involves 
the displacement of some units of labour by 
machinery, or any other alteration in the pro­
portion of plant costs to labour costs, no light is 
thrown upon the cost or the utility of this reform 
by paying attention to any particular unit of any 
of the factors, so as to reach Professor Pigou's 
" proposition" that " as the quantity of any 
factor increases, the value of its marginal net 
product decreaset"1 for "it" does not possess 
any separate productivity so as to produce a 
separ~e product. 

A similar reasoning disposes of the greater part 
of the importance assigned to marginal units of 

1 Wealth and Welfare, p. 81. 
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expenditure in the outlay of a consumer's income. 
Because such outlay involves some exact distribu­
tion of payments between different articles of 
purchase, marginalists envisage a housewife 
making conscious calculations as to the purchase 
of the last pound of sugar and the last loaf of 
bread, so as to produce a true balance between 
the utility represented by the last shilling or 
penny spent on these different articles. Under 
normal conditions no such calculation is per­
formed. The standard of living will no doubt 
vary with the size, age and other conditions of 
each family, but it is the relation between the 
different constituents of this composite standard 
that determines how much shall be spent upon 
each article. Indeed, the "organic" nature of a 
standard of living has a more definite meaning 
than the " organic " nature of a productive 
undertaking. For the main stry:ture of a standard 
of living is derived from thl physical needs of 
human organisms. The expenditure of mcome 
must, in the main, conform to physical require­
ments for bodily health and efficiency. Each item 
of such expenditure is organically related to other 
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items; the different food items must co-operate 
with one another in quantity and character so 
as to make a sound diet. Where the income is 
only just sufficient for a " living," this centralised 
organic control of expenditure is obvious. Where 
there is a surplus beyond a bare living, the 
organic control is looser and the particular tastes 
and desires of the consumer, outside the range 
of mere vitality, will determine the outlay. But 
these tastes and desires are themselves derived 
from some central notion of a desirable life and 
cannot be divorced from this co-operative enter­
prise. Even the most extravagant expenditure 
assumes some organic relation between the 
several desires or passions that it serves. Nowhere 
can we impute that separatist utility to each or 
any item of expenditure which our marginalist 
desiderates. 

The failure to ~e account of the economic 
consequences of tlie organic nature of the pro­
ductivQ) and consumptive processes seems natural 
to economists who have not yet liberated them­
selves from the false individualism which has 
failed to recognise that in modern society no 
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person can make anything of utility or value 
without the social co-operation of all other 
members of society who, as workers or consumers, 
furnish the supply and the demand which deter­
mine the utility or value of what everyone does. 


