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NOTE 

T HIS book was written by G. D. H. Cole for 
consideration by the Planning Section of the 

New Fabian Research Bureau. The draft was dis
cussed at several meetings of the Section, and 
re-written by its author in the light of these dis
cussions. It remains, however, a draft submitted 10 
the Planning Section, and not a report made by the 
Section to the Bureau as a whole. It does not 
commit the Bureau in any way, and its author is 
solely responsible for the views expressed, as repre
senting, not the opinions of the committee, nor 
even his personal opinions, but rather his opinion 
as modified and influenced by the criticisms of the 
other members. 

The offices of the New Fabian Research Bureau 
are at 37 GreatJames Street. W.C.I. 



CHAPTER I 

INTIlODUCTOII.Y 

WHEN the next Socialist Government comes 
to power. it will be expected not only to pass 

legislation which will meet at once the most pressing 
grievances of the people. but also to lay secure 
foundations for a socialist economic system. It will 
not, if the situation remains at all nearly what it is 
to-day, be expected to establish Socialism, in any 
complete sense j for a socialist system could not come 
at once, even as a result of revolution, as the experi
ence of Russia has plainly shown. Much less can 
Socialism be established suddenly by a parlia
mentary Government which is seeking to introduce 
changes by constitutional and peaceful means, with
out offering its opponents any legitimate provocation 
to violence. But, although the next Socialist Govern
ment, if it comes to power in an orderly, con
stitutional way, will not be expected to establish 
Socialism, it will be called upon to make a real 
advance towards a socialist system, and not merely 
to carry through a series of unco-ordinated social 
reforms. 

No real advance of this sort is possible without a 
plan, or without the establishment of some sort of 
organization for planning. It is possible. up to a 
point, to • plan • without Socialism, but it is quite 
impossible to advance towards a socialist economic 
system without a plan. For Socialism, in one of its 
most important aspects, is the planning of the 
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economic activities of society with a definite end in 
view. That end is, quite simply, the welfare and 
happiness of the people-not of a mystical collective 
entity somehow endowed with a collective soul, as 
the ideologists of Fascism would have us believe, 
but of so many individuals, with bellies to be well 
filled, and aspirations to be fairly satisfied, as far as 
the resources at the disposal of society will allow. 
Other' plans' may have other purposes: the Four 
Year Plans of Nazi Germa.ny, for example, are 
evidently drawn up with quite diff~rent ends in 
view. But Socialism is, in its economic aspect, 
simply planning for welfare, both nationally and as 
between one people and another: it involves the 
belief .that men will live together better and more 
happily when the control of production rests, both 
within each country. and internationally, nO.t with 
a limited class of profit,.makers who twist the State 
and the economic system to serve their class-interests, 
but with the whole people and with all the peoples. 
For, though in its final form .every plan must be 
nationally co-ordinated and controlled, in any 
truIysocialist system each national plan wil~ eIl}erge 
as the result of a process of democratic consultation 
and deliberation, in which as many as possible of 
those who must actually do the work will be called 
upon to play their parts: so that the plan as a whole 
will be based on a host of lesser plans, for each 
separate industry and for each plant within it, and 
for each separate locality or group, and all these 
lesser plans will be brought together under the 
unifying control of a central planning authority 
responsive to the people's will. 



INTllODUCTORY II 

Any complete socialist economic system would 
thUl be completely planned in all its essential parts; 
for it it impossible to envisage the economic structure 
of a socialist society without at the same time 
envisaging an attempt at the distribution of all the 
available economic resources, or at least all resources 
of major economic importance, in accordance with 
a general economic plan. It is, however, no less 
clear that, where Socialism is introduced by stages 
and in a constitutional way, the economic system is 
bound to pass through a transition during which it 
is partly planned while it is still partly left to the 
unco-ordinated activities of private capitalist enter
prise. There mwt, indeed, be many such stages, 
through which the planned sector of the economy 
will be progressively enlarged until it comes to cover 
all the key positions of the economic system as a 
whole. 

nil book doe. not purport to deal at all with the 
organization of a completely planned economic 
system. I am considering, not the task of reorgan
izing British economic life on a thoroughgoing 
aocialist foundation, but what ought to be done by 
an incoming parliamentary Government deter
mined to introduce, at the very outset, the largest 
practicable amount of planning and of social 
ownership and control. Accordingly, the following 
luggestiODJ are to be interpreted as relevant mainly 
to the situation which would face an incoming 
Government of this type: and consideration is given 
to the more fundamental forms of economic reorgan
ization which would have to come later on only to 
the extent to which it is indispensable that the 
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initial steps shall be taken in such a way as to 
facilitate the development of Socialism. 

It seems best to begin by stating clearly the 
assumptions upon which this book is based. It 
assumes, in the first place, a Government returned 
to office with a majority in the House of Commons 
and with a mandate authorizing it to extend con
siderably the sphere of economic planning and public 
control, but not so as to dislocate the existing system 
in those spheres of activity which are not immedi
ately reorganized or controlled. It assumes that this 
incoming Government will need to avoid any action 
likely to cause widespread unemployment by up
setting the existing economic arrangements before 
it is in a position to make alternative arrangements 
of its own. This, of course, means that the Govern
ment must be prepared, if necessity arises, to take 
measures to counteract any form of capitalist sabotage. 

Secondly, it is assumed that in their broad essen
tials the structure of Parliament, the Cabinet system, 
and the organization of the Civil Service remain 
unchanged. It may indeed be desirable, at a fairly 
early stage, . to undertake a fairly large measUre of 
Cabinet reorganization, involving corresponding 
changes in the structure and working of the Civil 
Service. It will, however, be difficult for an in
coming Government to attempt any comprehensive 
reorganization in these fields at the very beginning; 
and accordingly it will be necessary to bring some 
sort of planning machinery into existence with at 
the most only secondary initial changes in Cabinet 
structure, or in the distribution of functions between 
existing government departments and agencies. 



INTllODUcrORY 

It ii, however, indispensable for the incoming 
Government, among its very earliest measures, to 
create some sort of preliminary machinery for the 
co-ordination of economic planning. Whatever it 
may be doing simultaneously towards the reorganiza
tion of particular industries or services, it would be 
disastrous if its measures in these various fields were 
handled in isolation one from another, as such 
measures usually have been in the past, or out of 
relationship to the general problem of economic 
development, full employment, and the raising of 
the standard of life. Moreover, it will be much 
easier to work out a system of priorities for the tack
ling of urgent economic issues if there exists some 
co-ordinating bodyresponsibleforstudying both thein
terrdated working of the various parts of the economic 
system as it is, and the reactions which changes intro
duced into one part ofit are likely to have on the others. 

It iI sometimes argued that this is the wrong way 
of beginning, and that the Government should 
content itself at the outset with tackling particular 
problems, and should not attempt to set up any central 
machinery for economic planning until considerably 
later. There are, however, cogent reasons for reject
ing this contention. If new organs of control are 
established piecemeal, without any co-ordinating 
principle or authority, it may prove exceedingly 
difficult to make them fit in later with any general 
scheme of planning, or to ensure that each separate 
service makes its appropriate contribution to the 
general plan. It is not suggested that the various 
agencies set up for particular purposes should be 
uniformly organized. But the more diverse they 
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are, the greater is the need for some central body 
influential enough to co-ordinate their work. 

Nor is this all. Any general economic plan in
\Tolves, especially in its early stages, an authority 
wide enough in scope to bring under review the 
working not merely of such special agencies as may 
be created for the planned control of this or that 
particular service, but also of industry and business 
as a whole. One of the most valuable functions of 
the central planning organization will be to keep a 
careful eye on the operation of those .industries and 
services which it is not proposed immediately to take 
over or toreorganizeundersomeformofpublic control. 

On these grounds, it is indispensable that the 
Government should prompdy set up' some form of 
tentral machinery for economic planning, in addition 
to special bodies for the administration or super
vision of particular industries or services. But clearly 
such machinery as can be established at this prelim
inary stage can be no more than provisional, and 
can be endowed with but a. fraction. of the powers 
and functions which it will be necessary for a 
developed planning organization to acquire. It is, 
however, none the less important to ensure that the 
initial machinery shall be organized in such a way 
that it will be easy to add to it further functions from 
time to time, and to work it in with later changes in 
the general structure both of the Cabinet and of the 
parliamentary and administrative machines. 



CHAPTER II 

EXISTING POWEllS 

I T is, of coune, a highly relevant fact that the 
Government, through the various civil service 

departments and through a number of ad Iwc 
agencies, is already exercising a very wide range of 
economic powen. As matten atand, these numerous 
powen and functions are being exercised by the 
various agencies responsible fol" them with very 
little co-ordination beyond the financial control 
possessed by the Treasury over the day-to-day 
activities of most government departments, and of 
lOme but not all of the ad Iwc agencies acting under 
public auspices. Evidently it will be of the greatest 
importance for the Government to consider at the 
outset how far certain of these existing powen 
should be transferred or brought into closer relation 
to the work of the contemplated planning organiza
tion. It will, however, in view of the manifest need 
for getting rapid results, be wise to reduce transfen 
of this IOrt to a minimum in the earliest stages, and to 
work as far as possible through existing agencies, 
even where they are certain to need reorganization 
later on. Changes in departmental organization are 
bound to take time; and the incoming Government 
will have none to spare for what is less than indis
pensable. In the main, then, it will have to take the 
administrative system as it finds it. 

These existing powen of the Government and its 
agencies are of very varying character. They include 

IS 



16 THE MAClUNERY OF SOCIAUST PLANNING 

the direct operation by the State of certain large-scale 
services such as the Post Office and the productive 
activities of the Office of Works, the Stationery 
Office, and the three Service departments, over 
which a co-ordinating Minister already possesses 
some degree of control. They include further the 
authority exercised by the Government over such 
public or semi-public corporations as the London 
Passenger Transport Board, the British Broadcasting 
Corporation, the Central Electricity Board, the Port 
of London Authority, the Forestry Commission· and 
certain lesser bodies administering actual productive 
services. They include again numerous supervisory 
activities over industries and services which remain 
in private ownership. The control exerted by the 
State over the railways through the Railway Rates 
Tribunal, the powers of the Electricity Com
missioners and the Railway and Canal Commission, 
and the influence of the Import Duties Advisory 
Committee over the steel and other industries may 
be cited as examples of State control at present 
exercised by bodies which are at any rate in theory 
independent of the Government of the day. There 
is also in a different field the key influence exerted 
by the Treasury over the Bank of England-an 
influence which has been greatly strengthened by 
the institution of the Exchange Equalisation Fund 
under the direct control of the Government. 

In a somewhat different sphere there is the wide 
authority over local government affairs exercised 
chiefly through the Ministry of Health and the Board 
of Education. Economically, this control is of special 
importance in relation to housing and other forms 



EXISTING POWERS 
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of building, including the building of schools and 
other public institutions; and accordingly it occu
pies a key position in relation to any policy of public 
works designed to combat depression. Then there is 
the widespread supervisory activity of the Ministry 
of Transport in relation to roads and road transport 
agencies-an activity which has assumed still wider 
importance as a result of the institution of a national 
road system. The Ministry of Agriculture has its 
growing responsibility in relation to the structure 
and working of the various marketing schemes; the 
Department of Overseas Trade is responsible, jointly 
with the Foreign Office, for the consular services, 
and has many important economic functions in 
connection with export credits and commercial 
openings abroad; and the Board of Trade, through 
ita numerous sub-departments, is concerned with the 
control of shipping and other industries as well as 
with the negotiation of trade treaties and agreements, 
which exercise a considerable influence on the distri
bution of British productive activity through their 
effects on British international trade. 

Finally. there are the extensive social service and 
," welfare activities carried on under the Acts relating 

to Social Insurance, Factories and Workshops, 
Mines. Trade Boards, Agricultural Wages, Food 
Adulteration and many other matters. 

It would clearly be undesirable, even if it were 
possible. to attempt to co-ordinate most of these 
numerous activities under the auspices of any sort 
of planning machinery which could be set up at the 
initial stage of the new policy. But however small the 
direct functions of the new planning organization 
B 
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may be at the outset, it is of the first importance that 
it should be in a position to receive full and prompt 
information concerning all governmental or semi
governmental activities affecting the economic life 
of the community; for without this information it 
cannot even make a beginning with its task of co
ordinated planning. This indicates two necessities 
-first that the new planning organization ought to 
be equipped with a thoroughly adequate research 
and information department, in close contact with 
the work of all the government departments con
cerned with economic affairs, and secondly that the 
new organization must possess from the very begin
ning a status so unquestionably high that its right 
to be kept fully informed and to tender expert advice 
about current activities and pending developments 
cannot be challenged. 



CHAPTER III 

BASIC PRINCIPLES 

I F this book deals only with planning upon a 
national Bcale, that is not because its author is 

unmindful that Socialism is essentially international, 
but simply because it is futile to discuss all things at 
once.l However international our conception of 
Socialism may be, our primary task is to plan its 
introduction into our own country, and to work out 
our particular part of the coming world order of 
Socialism. Doubtless, the planning of Socialism on 
a national scale itself involves the planning of the 
relations between one country and another; and 
therefore national economic planning for Socialism 
involves the planning of international trade and 
exchange. But I am here dealing exclusively with 
the planning of the economic activities of society 
upon a national scale. This necessarily includes the 
planning of foreign trade in certain of its aspects; 
but even this is considered only by the way. The 
object of this study is to discuss the planning of 
home production and the satisfaction of the home 
consumers' wants, or rather, the actual organization 
requisite for these purposes. It deals, moreover-let 
there be no mistake-not with planning in Utopia, 

I Separate ltudiel arc in preparation by the Planning Section of 
N.'F.R.B., dealing with the planning of foreign trade and of retail 
cfutribution. ThiI iI why the.e two vital matten arc not diIc:uued 
in thiI hook, though they arc obviously c10eely related to the qUeitioDl 
which arc dealt with, and the COncluUODI reached upon them may 
affect IOIDe of the propomll herein advana:ed. 

19 
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or for a completely socialist society, but only with 
so much planning as can reasonably be expected to 
be introduced by a Socialist Government, acting 
along parliamentary lines, within a. few years of 
taking office. 

But, before I come to my main task, I must make 
certain broad generalizations in order to clear the 
ground. Socialism, as an economic system, involves 
the planned distribution of the available resources 
of production in such ways as will best serve the 
welfare and happiness of the people. This in turn 
involves that certain fundamental decisions must 
be collectively and democratically made. Under 
Socialism the people will have to settle collectively 
the relative worth to be assigned to greater produc
tion and to greater leisure. They will have to 
decide, by democratic means, how long and, 
broadly, how hard they are prepared to work, by 
setting general limits to the length of the working 
day and to the intensity and character of the labour 
that is to be looked for within its limits. The first 
of these decisions is, of course, a very much simpler 
matter than the second; for a maximum working 
day and week can be laid down by law either 
generally, or for particular occupations or indus
tries, in accordance with their specific conditions, 
whereas the intensity of labour depends partly on 
the conditions of organization and discipline in each 
particular group, partly on the individual workers, 
and partIy, and to a growing extent, on the technical 
character of machine production. 

In the second place-and this is what most people 
think of instinctively as the primary characteristic 
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of a planned economy-there will have to be a 
collective decision, or series of decisions, about what 
is to be produced, or in other words about the uses 
to which the productive resources of the com
munity are to be applied. This involves two distinct 
problems. It has to be settled how much of the 
available productive power is to be devoted to the 
supplying of goods and services for current con
sumption, and how much to the production of 
capital goods with a view to the better supplying 
of future needs; and further, within these two 
categories it has to be settled what things are to be 
produced in preference to others-for there are many 
different kinds both of consumers' goods and ser
vices, and of capital goods. The decisions which 
lead to the production of capital goods as distinct 
from consumen' goods may be termed decisions as 
to investment; and under Socialism either the 
Government or some agency acting under its 
authority will have actually to take these decisions 
and to become itself in effect the responsible' owner' 
of the capital goods which it orden to be produced. 

On the other hand, consumen' goods, unlike 
capital goods, are destined to pass into the possession 
of the individual citizens, and by them to be used up. 
Accordingly the planning authority cannot decide 
what consumen' goods can best be produced except 
in relation to the consumen' wishes. The State may, 
indeed, decide to encourage some forms of con
sumption among the citizens, and to discourage, or 
even prohibit, othen. It may decide to supply some 
types of goods and services free of charge either in 
limited quantities or without limit. But as far as the 
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'vast majority of goods and services are concerned, 
the State's aim will presumably be, not to stimulate 
consumption. of one thing as against another, but to 
give the various consumers what they most want. 
In other words, the output of the various types of 
consumers' goods will be planned mainly in response 
to the consumers' actual or expected demands. 

The consumers' demands, however, depend upon 
the. prices charged for the various goods and ser
vices, and also upon the way in which incomes are 
distributed. A community in which every individual 
or every family possessed an equal income would 
have a very different schedule of demands from one 
in which there exist large inequalities of purchasing 
power between different· classes. And every shift in 
relative prices of different goods involves, given the 
distribution of incomes, a different schedule of 
demands for the various types of goods and services. 

Accordingly, the planning of what is to be pro
duced is intimately connected with two other aspects 
of planning-with the distribution of incomes in the 
community and with the method of pricing different 
types of goods. A further essential aspect of planning 
is accordingly the planning of incomes-the deter
mination of the general principles which are to 
govern the distribution of incomes, whether they are 
paid out as rewards for work done or in any other 
way. And yet another essential aspect of planning 
is the adjustment and control of prices-the deter
mination of the general principles on which prices 
are to be fixed or regulated for the various kinds of 
goods and services. This last question is, further, 
bound up with the question whether, in fixing the 
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prices of socially controlled products. account is to 
be taken of the amounts of capital used up in pro
ducing the various goods and services. and .of the 
time over which this capital is locked up in the 
various productive processes. In other words. are 
things to be priced in accordance with their re
spective costs of production. so as to include capital 
costs. and. if 10. are capital costs to be regarded as 
including a rate of interest on the capital used in 
production? 

This book makes no attempt to provide any com
plete answen to these fundamental questions. which 
are for the most part answerable only experiment
ally-by actually trying out alternative solutions. 
and lecing which works best. They are set down 
here simply in order to indicate the types of problem 
with which the machinery of a planned socialist 
society will have to deal. and because it is necessary 
to bear them in mind in devising the appropriate 
machinery even at the very beginning. They may be 
summed up broadly as follows: 

I. Where is the line to be drawn between work and 
leisure and between reasonable and unreason
able intensity of work ? 

2. What proportion of the available productive 
resources is to be devoted to satisfying the 
current needs and demands of the consumers. 
and what proportion to investment with a view 
to future needs and demands ? 

3. Within these two groups. how much is to be 
produced of one kind of thing in preference to 
another, i.e. what forms and amounts of capital 
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investment are to be authorized with a view to 
future production, and what kinds and amounts 
of goods and services are to be supplied for 
immediate consumption? 

4. What principles are to govern the distribution 
of incomes, including both incomes paid out as 
a return for work, and incomes of other sorts ? 

5. What principles are to govern the pricing of the 
various types of goods and services, and what 
prices (i.e. rates of interest), if any, are to be 
set upon the use of capital ? 

To these five questions I may now proceed to add 
another, which I have set out apart because it 
relates, not to the real resources of production, but 
to the tokens in terms of which incomes are paid out 
and goods and services bought and sold. 

6. What is to be the monetary system of the 
community, and on what principles is the 
supply of money for various uses to be deter
mined? 

The planning machinery of a completely socialist 
society would have to include agencies for the 
definitive answering of all these questions. In effect, 
the answer to each question would be bound up 
with the answers given to the rest; and in most 
cases the finding of the right answers would involve, 
not arbitrary decision by a central planning 
authority, but constant adjustment of decisions in 
the light of actual experience and changing condi
tions, and constant collaboration between the central 
planning agencies and the sectional bodies-local as 
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well as national-<iirectly concerned with the actual 
execution of the various parts of the plan. 

An incoming Socialist Government, however, 
would obviously not need to face at the outset more 
than a small part of this comprehensive task. It 
would not be taking over the whole economic 
system, but only certain key positions of control. It 
would have no power to determine, in any complete 
sense, how much should be invested or consumed, or 
exactly what should· be produced, or how incomes 
should be distributed, or what prices should be 
charged for all the various goods and services. It 
would only be setting about the task of establishing 
a form of economic organization which could, later 
on, be 10 developed as to deal with all these matters 
in a more comprehensive way. I shall, therefore, in 
relation to the six problems which I have set down, 
ask only how far it would be requisite for an incom
ing Socialist Government to create special agencies 
for dealing with them at an early stage in its career 
-say within the life of a single Parliament, or at 
most within six or seven years of its first assumption 
of office. 



CHAPTER IV 

WORK AND LEISURE 

T HE permitted hours of labour, and the mini
mum assured provision of leisure, are already 

dealt with by legislation covering a large number of 
occupations, as well as by collective agreements in 
most organized trades. But a Socialist Government 
would at an early stage need to pass further legisla
tion laying down a maximum working week of 
substantially shorter duration than the Factory Acts 
at present provide for. The Government might 
adopt the forty-hour week, or some reasonable 
modification of it. It would also be likely to pass 
legislation dealing with paid holidays, and with the 
hours of labour in occupations which are at present 
outside the scope of legal regulation. 

The question of the intensity of labour could 
hardly be dealt with in this simple way. But the 
question is of the first importance in view of the 
tendency to greater and greater speeding up which 
modem forms of mechanization involve. The 
Government might well, therefore, develop the 
Industrial Fatigue Research Board and give it a 
continuous mandate to inquire into and report upon 
working conditions in the various occupations from 
the standpoint of their effects on health and happi
ness, and of the nervous strain involved in them; 
and the Board might be given power to recommend 
to the Government either changes in working condi
tions or special reductions in hours of labour 

26 
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wherever unsatisfactory signs of fatigue or over
strain were found to exist. 

The Government would also presumably raise the 
school leaving age at once effectively to 15, and after 
notice to 16, thus reducing the supply of juvenile 
labour. It would also be pledged to introduce a 
system of retiring pensions for elderly workers on an 
adequate living scale, and thus take a further body 
of workers off the labour market. These reforms are 
mentioned here as affecting the total supply of pro
ductive resources and therefore as basic to the 
formulation of any sort of economic plan. It does 
not, however, seem necessary to discuss them further, 
as they raise no probleIDS concerned with the types 
of planning machinery that will need to be set up. 



CHAPTER V 

CONSUMPTION AND INVESTMENT 

T HE total of new investment is determined at 
present (a) by the decisions of business firms to 

apply part of their profits to the increase of their 
capital resources or to raise money from members 
of the public who have resources available for 
lending or investment; (b) by the use made of the 
funds at their disposal by banks, insurance companies, 
and other specialist financial agencies; and ( c) by the 
decisions of public bodies to finance capital works 
out of either current revenue or borrowing. 

From the gross total of new investments there must 
be deducted, in order to arrive at the net total, any 
deterioration of the existing capital not covered by 
replacements charged against the costs of production, 
or otherwise provided for before net incomes are 
ascertained. 

It is pertinent at this point to observe that the 
growth of huge reserves accumulated out of profits 
in the· hands of great business concerns, the vast 
sums available for investment in the hands of insur
ance companies and other financial agencies, and 
the part played by banks and issuing houses in 
directing the course of investment, have resulted in 
a remarkable centralization of the process of capital 
accumulation. The small saver plays nowadays only 
a very small part in determining the uses to which his 
money is to be put-and in view of his financial inex
pertness, often not a wise one. As far as investment 

118 
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is privately controlled, its direction is settled very 
largely by a quite small number of persons and 
agencies, who are able to manipulate the money of 
the imaller investors to suit their own interests
interests which by no means necessarily coincide 
with the public good. 

In a completely socialist community, all invest
ment would be a collective concern, and incomes 
for current spending would presumably be distri
buted to individuals only after the determined ap
propriations for investment had been made. But 
in the transitional stage which is now in question, 
this would not be the case. Privately owned busi
nesses would still be building up and investing 
reserves, and individuals would still be saving and 
investing some part of their incomes. Insurance 
companies and financial agencies would still be in 
command of large masses of capital. Banks would 
still be making advances for working and sometimes 
also for fixed capital; and public authorities would 
still be financing capital works out of taxes or loans. 

Clearly it would be indispensable to create at 
once some sort of authority able to influence to some 
extent the form and direction of these types of invest
menL The proposal commonly made is that the 
Government should set up a National Investment 
Board with powers which, even if they were small 
at the outset, could be rapidly increased as it became 
practicable to exert a larger measure of control over 
the capital market. 

It is not easy to lay down either the precise powers 
with which a National Investment Board should be 
armed at the outset, or what should be its 
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relationship to the various existing bodies, public and 
private, which are already concerned in one way or 
another with questions of investment policy. It 
would be possible to construct an elaborate schedule 
of powers and duties which the National Investment 
Board might be called upon to assume, or to co
ordinate where they were to be actually exercised 
by other agencies. But any such list would tend to 

,suggest either too little, or too much. It would 
suggest too much,. if it enumerated all the duties 
which a National Investment Board might be called 
upon to assume, even at a comparatively early stage; 
and it would suggest too little if it mentioned only 
those duties which would certainly be entrusted to 
the Board. 

It seems best, therefore, instead of an enumeration, 
to deal only with the main problems relating to 
investment with which a Socialist Government 
would have to. concern itself, without attempting to 
lay down dogmatically which of them should fall 
under the care of the National Investment Board 
and which should be left or placed in other hands. 

A distinction can usefully be drawn between what 
may be called negative powers of control on the one 
hand, and positive powers of administration on the 
otter. Negative powers relate mainly to the control 
of the investment market, as it now exists, and 
positive powers to the actual raising of money 
needed for public purposes or in connection with the 
Government's economic· plans. 

Negatively, the following questions appear to be of 
special importance: 

(a) the control offoreign lending; 
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(6) the control of new public issues of capital by 
joint .tock companies, and of • offers for sale' 
of mares or bonds; 

(e) the control of new issues made by municipali
ties, or by public corporations such as the 
Central Electricity Board; 

(4) the supervision of the policy of joint stock 
banb in making advances for industrial 
development or purposes connected therewith; 

(e) the supervision of insurance companies, in 
respect of the investment of their funds; 

(J) the supervision of joint stock companies, from 
the standpoint of ensuring adequate dis
closure of their affain in accordance with the 
Companies Acts; 

(g) the prevention of share-pushing. 
Of these duties, any of which might appropriately 

at lOme point be entrusted to the National Invest
ment Board, (II) is at present in the hands of the 
Treasury, acting on the advice of a Foreign Invest
ments Committee representing the Bank of England, 
the Stock Exchange, and other financial agencies. 
The easiest coune would be to leave the power of 
regulation temporarily where it is, merely altering 
the composition of the committee so as to make it 
more representative of the public interest, and to 
include on it representatives of the National Invest
ment Board; and perhaps also to extend its com
petence to include short-term as well as long-term 
lending abroad. 

(6) and (e) at present fall to a considerable extent 
under the tU laclo control of the Bank of England; 
and there is no essential reason why they should not 
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remain where they are, . on the assumption that the 
Bank is nationalized at an early stage. It might, 
however, be preferable to transfer the control of 
municipal and other public issues (or rather the 
power to advise as to their terms and dates of issue) 
from the Bank directly to the National Investment 
Board, while leaving the Bank to advise as to private 
issues, which its de facto authority over the private 
issuing houses gives it a special ability to control. 
The Bank should, however, act in close consultation 
with the National Investment Board, which would 
thus immediately acquire the function of an advisory 
body dealing with the whole field of public joint 
stock issues. 

(d), the power to influence the lending policy of 
the joint stock banks, would also be exercised most 
appropriately through the nationalized Bank of 
England, acting here again in close consultation 
with the N.I.B. 

(el, the supervision ofinsurance companies' invest
ment policy, should, I think, be taken over at once by 
the N.I.B., pending the nationalization of the insur
ance business, on which the N.I.B. might well 'be 
asked to prepare an immediate report as a basis for 
government action. 

(f) and (g), relating to the control of joint stock 
company abuses, would be better left for the time 
being in the hands of the Board of Trade, armed 
with larger powers under an amended Companies 
Act. 

Thus, in this field of negative control, the National 
Investment Board could start with the power to 
advise upon municipal and other public corporation 
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issues of capital, and with the function of consulting 
with the Bank of England and the Treasury on a 
number of other matters, without assuming any 
definite responsibility for them. 

In the field of positive control, the matters of 
special importance include the following: 

(A) the making of public issues of capital, in order 
to provide a fund available for investment in 
enterprises necessary for the development of 
the Government's economic plan; 

(i) the guaranteeing of interest (and/or principal) 
on new issues made by public bodies, or by 
public utility concerns, for approved purposes 
connected with the economic plan; 

u) the subscribing of capital, out of the funds 
raised under (A), for any approved purpose 
connected with the economic plan; 

(k) the establishfnent and financing of agencies 
for particular purposes, such as the develop
ment of new industries in the depressed areas, 
the reorganization of depressed or disorganized 
industries, or the financing of import boards 
or marketing schemes; 

(I) the holding of reserves of capital accumulated 
by the Government in prosperous years, in 
order to form a Development Fund to be used 
in times of bad trade for public works designed 
to counteract fluctuations in the volume of 
employment. 

It is upon this group of positive powers that the 
usefulness of a National Investment Board must 
chiefly depend. The power (A) to raise capital from 
the public, on the basis of the Government's credit, 
C 
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aIid to apply these sums to investment in enterprises 
essential to the Government's economic plans, is 
indeed the central function which the N.I.B. should 
assume. This power might in fact be used sparingly 
at first; but it is plainly capable of immense de
velopment as the Board gains experience and the 
Government's plans mature. 

The power (i) to guarantee new issues made by 
certain public or semi-public bodies resides at 
present in the Treasury, and might well remain 
there, subject to consultation with the N.I.B., which 
should have power to recommend its exercise in any 
particular case. 

The powers (j), (k) and (I) are logical develop
ments of the power to raise money from the public 
for reinvestment in approved forms of enterprise. 
They, too, would probably be used at the outset only 
to a limited extent; but their use could be extended 
later to any degree that might seem desirable. 

This list of duties is intended to give the National 
Investment Board, from the outset, the chance 
gradually to acquire a key position in the control and 
operation of capitalist finance, and also a consider
able power to influence the course of investment in 
new enterprises. It is, of course, clear that these 
powers would need to be used only experimentally 
in the early stages. Their use could, in effect, be 
developed gradually; and many of them might be 
relegated in detail to subsidiary agencies. But it is 
important that the National Investment Board 
should possess an influence (often in a merely 
advisory capacity) over a wide field, even if, in fact, 
a considerable proportion of the duties relating to 



CONSUMPTION AND INVESTMENT g5 

the control of investment would in practice continue 
to be administered by other bodies, such as the 
Treasury and the Bank of England. 

Clearly the National Investment Board, operating 
within these limits, would not be in a position to 
determine what proportion of the available produc
tive resources should be devoted to investment, as 
against current spending. It would have no power 
to enforce any sort of 'saving' upon the com
munity~nly a limited power to influence the 
direction of investment, both by favouring some 
forms as against othen, and by itself entering the 
capital market as a borrower. and thereafter relend
ing the borrowed money in accordance with the 
Government'. plan of economic development, which 
would become with time and experience more 
extensive in its scope. 

Under the conditions envisaged, for some time, the 
major part of current investment would continue to 
be made, as at present. either by businesses out of 
reserved profits. or by private purchases of new 
securities offered for sale. or by the action of public 
bodies IUch as local authorities, or public boards or 
corporations. The difference would be that most of 
these forms of investment would come under co
ordinated review. and in some easel under the 
requirement of prior authorization by some official 
agency-though it might of coune be decided to 
give general authorization to certain kinds of invest
ment-for example, local loans for housing or other 
public purposes. Only by stages would the Board 
itself become a large borrower and investor on its 
own account. 
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It remains to consider how the National Invest
ment Board should be constituted, and what should 
be its relations to the Government. It seems clear 
that it would have to be a small and expert, and not· 
a representative, body, and that it would have to 
consist of suitably qualified persons who would give 
the whole of their time to its work. It would of 
course be indispensable to insist that its members 
should have no private interests which might con
flict with their duty of public judgment. Accord
ingly the appropriate method of appointment would 
be that the members of the Board should be chosen 
by the Government, without any limitation on the 
range of choice, beyond the requirement· that any 
person chosen would have to renounce any previous 
connection with the conduct of private business. 

It would, of course, be possible to constitute, side 
by side· with this board of experts, some sort of 
advisory council representing the various interests 
and groups most closely connected with the work of 
the Board. But it would be very difficult to find a 
satisfactory basis of representation for such a body; 
and it seems better to leave the Board full freedom to 
consult with the representatives of any interest or 
group affected by its projects or decisions, without 
creating any official body for this purpose. 

The Minister chiefly responsible for the co
ordination of economic policy-who he should be is 
discussed later on in this book-should, I think, 
be ex officio President of the National Investment 
Board, with power to attend its meetings on 
important occasions, and with responsibility in 
Parliament for its proceedings. But normally the 
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Minister would obviously have no time to attend the 
Board, which would be presided over by a chairman, 
acting u his deputy. One possibility would be to lay 
down, in order to safeguard parliamentary control, 
that this chairman should be a Member of Parlia
ment, with the rank of a Parliamentary Secretary to 
the Minister; but, in view of the highly technical 
functions of the Board, it might be better to. have an 
expert chairman unconnected with Parliament, 
while making provision for someone, with the rank 
of a junior Minister, who would answer questions in 
Parliament relative to the work of the Board. The 
Minister should have power at any time to issue 
instructions to the Board upon matters of policy, 
and to disallow any of its decisions. The Board 
should be, in form, an advisory body, and its func
tions in effect should be not to determine general 
policy, but rather to apply in detail the policy 
approved and authorized by the Government in 
power. This is indispensable, if the Board is to serve 
u one of the instruments of a coherent policy of 
economic planning. 

I shall discuss somewhat more fully at a later stage' 
the relations between the National Investment 
Board and the Government, when I come to con
sider the machinery of planning u a whole. 



CHAPTER VI 

THE DISTRIBUTION OF INCOMES 

JUST as an incoming Socialist Government 
cannot immediately acquire power to control the 

relative levels of consumption and investment, so it 
cannot at once assume any general control over the 
distribution of incomes. It will inherit a system of 

. distribution which its members will regard as unjust, 
and will desire to modify as speedily as possible in 
the direction of greater equality. It will aim at 
doing this in a variety of ways-by raising wages 
and improving and extending social services, by 
remodelling the systems of taxation and local rates 
so as to make them less regressive, by preventing 
excessive profits, and by keeping rates of interest at 
the lowest practicable level. 

Obviously, this book is not the appropriate place 
for a discussion of the steps to be taken in these 
various fields. I am concerned here with the dis
tribution of incomes only in so far as it is directly 
relevant to a consideration of the machinery of 
economic planning. In other words, it is necessary 
to consider whether it would be expedient to estab
lish any general body to review, and within limits 
influence, the distribution of incomes on lines 
analogous to the control over investments to be 
gradually taken over by the National Investment 
Board. 

In the first place, there is the question of wages. 
At present, the Ministry of Labour is responsible for 

38 
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the collection of data concerning wages and earnings 
over a wide range of occupations; but it would be 
desirable to have fuller and more frequent informa. 
tion about actual earnings over the widest possible 
field. in order to be able to measure more accurately 
both fluctuations in the total purchasing power in 
the hands of the workers. and its distribution, and 
to lee more clearly where serious cases of under
payment and under-employment exist. The collec· 
tion of the required data should clearly be entrustec:t 
to the Ministry of Labour. which possesses the 
necessary experience and expert supervisory staff. 
But it would be desirable to have some authority 
which. on the basis of the data thus collected. could 
report regularly on the wage situation as a whole. 
10 as to draw attention to the 'black spots,' and 
propose legislative changes, or the extended use of 
existing powers. or the institution of public inquiries 
into particular industries with a view to action. 
This additional function could suitably be handed 
over to a strengthened Industrial Court, which 
would. of course. also retain its function as a volun
tary court of arbitration open to any disputants who , 
might choose to submit their affairs to its judgment. 

But IOmething more will be needed than informa
tion. and the fuller use of existing powers. While 
many of the more sweated trades are now covered 
by trade boards, there remain both a large number 
of miscellaneous occupations which are outside th~ 
scope of wage regulation. or of effective collective 
bargaining; and there are also. in trades which are 
on the whole better paid. patches of underpaid. and 
even sweated, labour. This gap in wage regulation, 
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and the unco-ordinated character of the trade board 
system, seem to make it desirable to constitute, 
under the Ministry of Labour, some more general 
authority for dealing with cases of low wages. This 
could be done by setting up a Minimum Wage 
Commission, with power (a) in trades outside the 
scope of trade board regulation, but suffering from 
sweated conditions, to fix minimum wages after 
hearing representatives of the parties, with the same 
compulsory powers as are at present exercised by 
trade boards, and (b) to recommend to the Ministry 
of Labour the creation of additional trade boards. 

The powers of both the proposed Minimum Wage 
Commission and the Industrial Court, and also of 
boards under the Trade Boards Acts, could be made 
to extend to the regulation of hours of labour as well 
as to wages; and it should be one of the duties of the 
Commission or of the Industrial Court to hear 
applications for the modification or relaxation in 
particular trades of any general regulation fixed by 
law-such as the general enactment of the forty
hour week. 

In addition, there seems to be speci3.J. need, under 
present conditions of increasing mechanization, for 
the existence of a body instructed to report regularly 
upon the effects on health and welfare of the condi
tions . of work in the various occupations, and to 
conduct special investigations into all occupations 
in which there are allegations of overwork or over
strain, or unsatisfactory working conditions. An 
authority of this kind could be created, as we have 
seen, by an extension of the personnel and functions 
of the Industrial Fatigue Research Board, or perhaps 
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at a later stage by bringing this body, together with 
the Factories and Mines Inspection Services, under 
a common co-ordinating authority. Alternatively, 
there could be created, as soon as the circumstances 
seemed ripe for it, a General Industrial Welfare 
Board, to which all the bodies dealing with the 
regulation of wages and conditions could be attached. 
This Board would then become a department of the 
Ministry of Labour, with the Minister of Labour as 
'x ojJi&io President and a Parliamentary Chairman 
on the lines already considered in the case of the 
National Investment Board. 

At a subsequent stage of socialist planning, this 
body, assisted by an advisory council representing 
the trade unions, the Co-operative Movement, and 
the aocialized industries and services, might well 
develop into the responsible authority for the final 
determination of wages and conditions of work 
throughout the economic system. 

The regulation of wages, however, is only one 
aspect of the distribution of incomes. It would, I 
believe, be a great advantage if there existed a body 
with the duty of reporting regularly upon the size, 
character and distribution of the national income, 
the nature and effects of the tax system, the influence 
of the social services on redistribution of incomes, 
and the current levels of consumption. The duties 
of such a body-at any rate at the beginning
would be purely those of statistical investigation 
and report-the co-ordination and supplementa
tion, when necessary, of data which would continue 
to be collected by a number of different agencies, 
ranging from the Commissioners of Inland Revenue, 
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and Customs and Excise; to the Registrar-General, 
and the Office of the Census of Production. The 
suggestion would involve making the Census of 
Production a continuous, instead of an occasional, 
affair, and also widening its scope to include 
economic services, such as Transport and Distribu
tion, as well as Mining and Manufacture. It would 
involve making all departmental information fully 
available to the reporting authority, which could 
then produce an annual report upon the condition 
of the people, analogous in certain respects to the 
'Progress of India' reports issued· by the Indian 
Government. 

Clearly, this would involve the development of an 
adequately staffed central statistical office, with· 
which existing statistical agencies would have to be 
brought into close relationship. The development 
of such an office, under the direction of a reporting 
body of the type here proposed, would be one of the 
most important preliminary steps towards the pre
paration for any sort of effective economic plan. 
The work could probably best be placed in the 
hands of a single responsible officer, aided by expert 
subordinates, and also by an advisory council of 
experts engaged in various fields of economic 
activity or research. The responsible officer should 
be a civil servant of high standing (though he might 
of course be chosen from outside the Service), and 
should be directly attached, with his office, to the 
Minister chiefly responsible for the consideration of 
economic policy; This office could in process of 
time become the statistical branch of a fully devel
oped department for economic planning. 



CHAPTER VII 

IOClALIZATlON 

I T does not fall within the scope of this study 
to consider the lOCialization of particular indus

tries or services, but only the general conditions 
under which lOCialized enterprises should be co
ordinated in accordance with the requirements of an 
economic plan. Obviously, the placing of each 
socialized service under an entirely independent 
administration is inconsistent with any sort of 
planning. Unless lOCialized enterprises are to repro
duce many of the defects of planless capitalism, 
there must be some sort of co-ordinating authority 
to which the bodies controlling the various services 
can be made responsible in matters of general policy, 
however much indq>endence they may be given in 
matters of day-to-day administration. 

Where industries or services have been socialized 
under capitalist Governments, every effort has been 
made to defeat the possibility of planned control by 
making the bodies set up for their conduct inde
pendent of any co-ordinating authority. The 
Minister of Transport has only a very limited control 
over the Central Electricity Board. The Government 
has more control, at any rate in theory, over the 
Electricity Commissioners, who are in effect almost 
a department of the Board of Trade; but their 
duties are supervisory and judicial rather than 
administrative. In the case of the London Passenger 
Transport Board, the Minister has hardly any control 

4S 
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at all, and even the members of the Board are 
appointed in such a way as to exclude all possibility 
of effective government supervision. 

Clearly this will not serve, from the standpoint of 
any government which aims at introducing a planned 
system, and advancing towards socialist planning at 
the quickest possible rate. The methods of appoint
ing and controlling the boards of existing socialized 
services will have to be entirely recast, so as to fit in 
with the requirements of a planned system, and new 
boards will have to be set up and controlled in quite 
different· ways from those which· have been estab
lished by capitalist Governments. 

One question which immediately arises is whether 
there should be separate boards for each socialized 
industry or service, all these boards being directly 
linked together under some general planning 
authority, or whether industries or services should 
be grouped, so that each group would have a super
vising authority in addition to the administrative 
boards set up for the actual management· of each 
separate service . 

. At any rate in certain instances, the second method 
is to be preferred. Each service will, of course, need 
a separate board of management; but it seems to be 
clearly desirable that, for the whole of the services 
dealing with coal and power supply, there should be 
a common controlling authority, capable of exer
cising a co-ordinating supervision over the policies 
of the separate managing boards covering coal, 
electricity, gas, oil (including oil from coal), and 
other related services. Similarly there should be a 
common' authority for transport, supervising the 
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work and directing the policy of the boards or other 
authorities responsible for railways, road transport 
for both passengers and goods, air transport, inland 
waterways and coastwise shipping, docks and har
bours, and road construction and maintenance 
services. It is a matter for further consideration 
whether ocean-going shipping should also be 
brought within the scope of this same co-ordinating 
body, or left under the auspices of the Board of 
Trade, which has been responsible for it since the 
abolition of the separate Ministry of Shipping 
created during the war. 

This function of co-ordinating the various boards 
entrusted with the conduct of particular services 
could be remitted, at the outset, to the government 
departments which are already in some degree 
responsible for the services concerned. Thus, the 
Ministry of Transport would be the natural authority 
to take over the co-ordinating control of the whole 
range of transport services; and the co-ordination of 
coal and power could be entrusted to the same 
Ministry (which has already certain important 
powen in connection with electricity). If this were 
done, the department of the Secretary for Mines 
'would presumably be transferred (as the control of 
electricity has been already) from the Board of 
Trade to the Ministry of Transport, which would be 
developed into a Ministry of Transport and Power. 

The Minister, if he thought fit, could at any stage 
delegate his functions-subject always to his own 
final control and responsibility-to special bodies. 
Thus, it might be decided to set up-but not neces
sarily at once-a Transport Commission and a Coal 
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and Power Commission with the duty of co
ordinating these two main sections of the Ministry's 
work. In any case, it would almost certainly be 
necessary for the Minister of Transport to have 
under him two Parliamentary Under-Secretaries
one, who would replace the Secretary for Mines, 
specializing on questions of Coal and Power, and the 
other on questions of Transport. If it were decided 
to set up co-ordinating Commissions for these two 
groups of services, the two Under-Secretaries would 
take charge, under the Minister, of the work of these 
bodies. 

Other industries, as they were either socialized or 
brought under some measure of public control, 
would presumably be made subject to the co
ordinating authority of the President of the Board 
of Trade, who would appoint the members of the 
boards entrusted with the work of management or 
control. In this case also, it might be found desirable, 
though not necessarily at once, to group certain 
industries (e.g. the metal or the textile trades) under 
co-ordinating Commissions directly responsible to 
the Minister. 

Similarly, the Minister of Agriculture would 
acquire the co-ordinating responsibility for all forms 
of agricultural planning, including the supervision 
of the various schemes of agricultural marketing; 
and here again the Minister might decide to set up, 
sooner or later, some sort of special Commission for 
the detailed exercise of his powers of co-ordination 
over the various bodies engaged in day-to-day 
administration of agricultural planning. 

The functions of these co-ordinating Commissions, 
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if they were set up, would be supervisory and not 
administrative. It could be one of their most 
important tasks to prepare schemes for the socializa
tion or reorganization of industries or services falling 
within their respective spheres. They could, more
over, be responsible, not only for the co-ordination 
of socialized services, but also for the detailed exer
cise of IUch state control as might be instituted over 
industries or services which still remained in private 
hands. Thus, detailed co-ordinating control over 
the various agricultural marketing schemes, subject 
to the final authority of the Minister of Agriculture, 
would pass into the hands of the Agricultural 
Commission. 

I am assuming that the boards of management for 
particular services would, as a rule, consist of full
time public servants chosen on grounds of suitability 
and competence, and not in a representative 
capacity. This would not, of coune, exclude the 
choice of trade unionists; but on appointment the 
penons chosen, whatever their previous positions, 
would become public servants, and would cease to 
represent any particular group or interest. It would 
be desirable that all appointments should rest with 
the Government, acting through the appropriate 
Minister; but, if supervisory Commissions of the 
kind suggested were set up, the Minister might well 
act as a rule on the advice of the Commission cover
ing the service in question. 

The methods to be used in appointing the members 
of supervisory Commissions have next to be con
sidered. I hold that any such commission had better 
have as its '" o.fficio President a Minister-usually 



the head of an existing SQyemment department
and as its Chairman a Member of Parliament "ith 
the rank of an Assistant Minister or Parliamentaty 
Under.5«.reW'y. This Chairman would in fact 
normally preside o..-er the Conunission, and act as its 
spokesman in Parliament. It might be necessary in 
each case to proYide for a limited number of full
time commissioners who would be or become chi! 
strvtUlts in the SIlIne way as the members of the 
boards of particular industries. But I am inclined to 
think that the majority of each Commission should 
consist not of full·time ch"U senants. but of part
time members,. including Members of Parliament, 
leading trade unionists and co-operat~ and other 
penons chosen on special grounds of personal 
competence for the work. The proposal to include 
Members of Parliament I regard as cI special 
importance, because it proYides a means of linking 
the back·bench members mth the COl\Stl'Ucti..-e 
work of socialist administration. and "ill facilitate 
intelligent parliamentaty control oYer economic 
affairs. All appointments of commissioners would 
need to be made by the Go..-ernment-that is. by the 
appropriate Minister in each particular use. 

The existence of a number of Gmlmissions of this 
type. capable of co..-ering among them, as ~tiliu
tion and social control ~re utended, the treater 
part of the economic system, would greatly facilitate 
the task of building up the new planned «ooomy 
both by bringing new industries under public 
ownership and by "idening the range of control 
o..-el' non-socialUed industries and sen ices. It is not 
suggtSted that. at any rate to begin ""th. the se\-eral 
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CommissioDJ should be linked up one with another, 
except through the Minister generally responsible 
for the co-ordination of the Government's economic 
plan. The need for further co-ordination might 
emerge at a later stage, but in the phase here con
sidered it seems best to leave the work of co
ordinating the policy of the various groups of 
industries and services in the hands of the Govern
ment itsel£ How this power should be actually 
exercised will be considered in a later section. 

It is not contemplated that the proposed Com
missioDJ should necessarily be set up at once, or 
that they, any more than the separate boards ad
ministering particular services, should have power 
to make policy save within the general directions of 
an economic plan laid down by the Government 
itsel£ The responsibility for general economic 
policy must rest with the Government and with 
Parliament, and not with any ad hoc body. Accord
ingly, the Government, acting through the appro
priate Minister, will need to reserve complete power 
to direct the policy of the Commissions, and to dis-

• allow any decisions which run counter to its general 
economic policy. This is plainly essential to the 
working of any general economic plan and to the 
effectiveness of democratic control. 

D 



CHAPTER VIII 

CONTROL OF NON-SOCIALIZED ENTERPRISES 

I T has been suggested that the powers of the 
Ministers at the head of the various economic 

departments, and of the proposed co-ordinating 
economic Commissions, should extend, not only to 
the supervision of socialized services, but also to the 
control of non-socialized forms of enterprise. Such 
control could be exercised either directly by the 
Minister or by the appropriate Commission, or where 
any elaborate control was involved, through a special 
board of control related to the Minister or to the 
Commission in much the same way as the boards of 
particular socialized services-but with the differ
ence, that boards of control over non-socialized 
industries would not necessarily consist. exclusively 
of full-time public servants. For example, if it were 
decided, without social ownership for the time being, 
to . set up a board of control for the coastwise 
shipping industry, this body could be made respon
sible to the Minister of Transport either directly 
or through the Transport Commission. Similarly, 
if.a Cotton Control Board were set up, it might be 
made responsible either directly to the Board of 
Trade, or to a Commission for the Textile Indus
tries, which would itself be subject to the Board of 
Trade. Control boards of this subordinate type 
could be set up for different industries with widely 
varying powers and functions, but it should be a 
governing principle that each body of this type, 
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whether its functions were large or small, should in 
due course be made responsible, wherever possible, 
to a co-ordinating Commission acting directly as the 
agent of government policy for the group of indus
tries concerned. Where for any reason this was not 
done, the board of control would be directly re
sponsible to the appropriate Minister, and the 
Minister would have to answer for it in Parliament. 

Only by thus linking up all industries, whether 
they were already socialized or still in private hands, 
under a limited number of co-ordinating ministries 
or commissions acting under Ministers directly 
responsible to the Government, can it be possible to 
advance towards an orderly general economic plan. 
The alternative of bringing all industries directly 
under a single co-ordinating authority would prove 
unworkable; for no one body could possess either 
the competence or the time required for effective 
supervision over so wide a fidd. On the other hand, 
the independent control of each industry or service 
by a separate body, without any co-ordinating 
control. would be a denial of the very basis of a 
planned economic system. 



CHAPTER IX 

PRICE CONTROL 

"NY developed system of economic planning 
.rtinvolves, as we have seen, the control of prices. 
For demand depends on prices, as well as on the 
distribution of incomes, and planning of production 
requires at the same time a planning of the prices at 
which the various goods and services are to be sold. 
It is, however, clear that, just as no complete control 
over the distribution of incomes will be possible at 
the stage of planning dealt with in this book, 
so the conditions will exclude any general control 
over prices. It will be possible to control, to the 
fullest extent to which it may seem desirable, the 
price policies of socialized industries and services; 
but prices in non-socialized industries will at most 
be brought only under partial control in the earlier 
stages of the development of the new system. 

Where boards of control are established for non
socialized industries and services, their functions 
should always include the duty of investigation and 
reporting upon price spreads in these· industries at 
the various stages of production and marketing, and, 
where necessary, the institution ·of actual price
controls. In the earlier stages, the Government will 
probably rest content in most cases with detailed 
studies of capitalist price policies and publication 
of the results, and actual controls will be imposed 
only where serious abuses are found to exist. But 
it is also possible that the Government will decide at 
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an early stage to offer inducements to producen to 
supply certain standard types of necessary goods at 
controlled prices, based on ascertained manufactur
ing costs, in much the same way as was done during 
the Great War in the case of • standard boots,' 
• standard suits,' and a few other class~ of goods. 
Where this was done, the boards of control would 
naturally come to be the bodies responsible for the 
administration of such schemes, of which the existing 
• Milk in Schools' scheme may be regarded as a 
forerunner. 

It is not suggested that there would be, in general, 
any divergence of state price-fixing policy from the 
principle of marginal costs. It is clearly desirable 
that, under Socialism as under any other economic 
system, the prices of goods and services should 
usually correspond as nearly as possible to the real 
cost of producing them, and that departures from 
this policy should be confined to cases in which, on 
social grounds, it is desired to encourage or dis
courage particular types of consumption. Accord
ingly, the main purpose of price control, as applied 
to DOn-socialized services, would be the prevention 
of monopolistic practices and the penalization of 
remediable waste and inefficiency. This, however, 
would not exclude the supply of particular products 
either generally or to particular classes of con
sumers at special prices, on grounds of social 
expediency (e.g. on the lines of the • Milk in Schools' 
scheme). 



CHAPTER X 

MONETARy ORGANIZATION 

'DVIDENTLY, a planned economy involves a 
~lanned monetary system, and a planned con

. trol over the supply of means of payment. Socialism 
involves socialized banking, and the co-ordination 
of the policy· of the socialized banks with other 
aspects of economic policy. But we cannot assume 
at the stage we are here considering that banking 
will be completely socialized. It can be taken for 
granted that a Socialist Government will speedily 
convert the Bank of England into a publicly owned 
corporation, acting under the direct instructions of 
the Government as the instrument of its general 
economic policy; ·and it is of primary importance 
that the persons responsible for managing the 
Central Bank shall be full-time public servants 
Fesponsible to the Government, rather than repre
sentatives of particular interests or groups. 

If the joint stock banks remain at the outset in 
private ownership, it will be necessary to ensure 
their responsiveness to the demands of the Govern
ment's economic plan. One way of doing this would 
be to rely on the authority of the socialized Bank of 
England to secure the co-operation of the other 
banks, without introducing any special measures of 
control. The Bank of England, by virtue of its 
position as the bankers' bank and its ability to influ· 
ence credit conditions through bank rate and open 
market operations, has already considerable power 
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over the joint stock banks, in respect of the total 
quantity of credit at their command. It has, how
ever, very little control over the uses which the banks 
make of this supply of credit. It has no power
though it could, if it chose, exert an influence-in 
deciding the directions in which credit shall be 
allowed to expand or be restricted. But some degree 
of control over the distribution of the available 
credit is dearly necessary for the successful working 
of an economic plan. 

In my view, the right policy is immediate socialis
ation of the joint stock banks.. If, however, this is 
deferred for a time, the Bank of England, when it is 
.ocialized, should be given legal powers of control 
over them, at any rate to the extent of regular in
spection of their proceedings and the tendering of 
advice concerning their credit policy. It is not, of 
course, practicable, as long as the banks remain as 
private profit-making institutions, to order them to 
grant or withhold credits in the case of particular 
businesses. But, short of this, it would -be fully 
possible to entrust the Bank of England with 
supervisory powers which would give it, in effect, a 
large influence over their policy. 

The danger evidently is that the joint stock banks, 
disliking tile Government and its policy, might be 
disposed to contract credit, even in face of an 
expansionist central banking policy, or to withhold 
it from borrowers whose operations were essential 
to the Government's economic plans. In the tint 
of these respects, it might be difficult for the joint 
.tack banks to hold out in the long run against 
pressure from the Bank of England; but they might 
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do serious damage by restricting credit even for a 
short time. It would therefore be desirable, even if 
it were decided not to take power immediately to 
transfer them to public ownership, to arm the 
socialized Bank of England or the Treasury with 
sufficient power to penalize severely any tendency 
on their part illegitimately to restrict the supply of 
credit. 

But in addition it would be wise to give the 
socialized Bank of England wide enough powers to 
enable it, in face of any reluctance to lend, or un
desirable discrimination in lending, on the part of 
the joint stock banks, to establish alternative credit 
agencies of its own to undertake any sort of banking 
business-e.g. for medium-term loans, or for financing 
the reconstruction or expansion of any particular 
industry. Alternatively, the Treasury could itself 
establish such agencies, on the lines already followed 
in the setting up of the Export Credits Department, 
which has been a highly successful venture in the 
financing of types of foreign trade, where the joint 
stock banks were reluctant to supply adequate 
accommodation. 

Measures of this sort, operated in conjunction 
through the Treasury and the Bank of England, 
would probably suffice to deal with any immediate 
tendency on the part of the banks to provoke a 
financial crisis as soon as a Socialist Government 
began to pU:t its general policy into effect. It would, 
however, probably be desirable before long to set up, 
under the auspices of the Treasury and the socialized 
Bank of England, some sort of co-ordinating 
Finance Commission, analogous to the Commissions 
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proposed for variow groups of industries and services, 
and to give this Commission powers of control over 
aU banks and financial institutions, whether privately 
or publicly owned. The regulation of the currency 
and of the conditions relating to the total supply of 
money and to the JDaJ)agement of foreign exchange 
would doubtless remain in the hands of the Chancel
lor of the Exchequer with a reorganized Treasury 
under him; and the functions of the Finance Com
mission would thw be concerned, not with the total 
monetary supply or the rates of exchange, but with 
the policy of the other banks and financial institutions 
in granting or refusing credit to particular types of 
applicants, that is, the distribution of credit between 
different uses in accordance with the requirements 
of the plan. 

It would clearly be essential that the credit policy 
of the banking system should fit in with the economic 
policy of the Government, as expressed through the 
National Investment Board and the ministries, 
commissions and boards responsible for the variow 
groups of socialized or controlled industries and 
services. It would be the function of the Finance 
Commission, acting under government instructions, 
to secure this correspondence j and, when the 
existing banks were unable, or failed, to supply the 
requisite credits, the Commission would either have 
to ask the Bank of England to establish new agencies, 
or itself, in consultation with the Bank and the 
Treasury. to take over existing agencies and remodel 
them in accordance with the needs of the general 
economic plan. 

The Finance Commission, if it were found 
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necessary to set it up, would require, like the other 
Commissions already discussed, a nucleus of full-time 
members working as public servants. It would have 
to act, in matters of policy, under the instructions of 
the Government; and the appropriate Minister, who 
would preside over it, would have full power to over
ridcHt. Like the other Commissions, it should have a 
Chairman, as deputy for the Minister. Presumably 
the Chancellor of the Exchequer would preside over 
it, and its Chairman would be a second Financial 
Secretary to the Treasury, co-equal with the existing 
Financial Secretary, but specializing upon matters 
of currency and banking as distinct from budgetary 
questions. The Finance Commission would prob
ably have, in addition to its full-time members, a 
majority of part-time members, including both 
experts in financial matters and back-bench mem
bers of Parliament. Its functions would have to 
include the supervision of financial agencies, such 
as foreign and colonial banks operating in: London, 
as far as such agencies are concerned with industrial 
or commercial credit. In respect of the financial 
activities of the City, it is a matter for further con
sideration how the functions of supervision should 
be allocated as between the Finance Commission, 
when it is brought into being, the National Invest
ment Board, the socialized Bank of England, and 
the Treasury. 



CHAPTER XI 

CABINET ORGANIZATION OF PLANNING 

REPEATED references have been made during 
earlier sections of this book to • the appropriate 

Minister' or • the Minister in charge of economic 
policy.' This vague phrasing was used deliberately 
in these earlier sections, as it seemed best to leave 
the discussion of the changes .needed to adapt the 
existing Cabinet system to the conditions of a partly 
planned economy until an idea had been given of 
the scope of the planning machinery which the 
Government would be called upon to co-ordinate 
and supervise. 

I have rejected the notion that it is desirable to 
place this task of co-ordination in the hands of a 
single executive Planning Commission, apart from 
the Government itself. Such a solution would be in 
practice inconsistent with Cabinet control, or with 
effective responsibility to Parliament in matters of 
economic policy. The Government itself must take 
the clear responsibility for its economic plan as a 
whole, and must be ready to answer for it at any time 
in Parliament. This, however, leaves open a number 
of alternative possibilities. A suggestion that has 
often been made is that there should be constituted 
an Economic Committee of the Cabinet, to consist 
of the ~ters in charge of the principal depart
ments dealing with economic affain, and that this 
body should be put in control of the plan, subject 
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only to final decisions on matters of principle by the 
Cabinet as a whole, and also subject of course to the 
over-riding authority of Parliament. A second sug
gestion is that a Department of Economic Planning 
should be created, under the direct authority of the 
Prime Minister, who would leave most of the actual 
work in connection with it to a specially created 
Minister of Economic Planning. This Minister, it is 
suggested, would hold a status comparable in relation 
to the Prime Minister with that of the Financial 
Secretary to the Treasury in relation to the Chancel
lor of the Exchequer, or perhaps higher, to the ex
tent to' which a higher standing could be reconciled 
with his position of responsibility to the Prime Min
ister for the work of the department. It is, for ex
ample, often proposed that the Minister of Planning, 
even ifhe were under the Prime Minister, should be 
a member of the Cabinet. A third suggestion is that 
the central machinery of planning should be de
veloped inside the Treasury, under the'control of the 
Chancellor of the Exchequer; and yet a fourth is 
that planning activities should be grouped as 
far as possible under the Board of Trade. Finally, 
there is the suggestion that an entirely new Depart
ment of Economic Planning should be created, 
under an independent Cabinet Minister of its 
own, and not specially under the Prime Minister's 
direction. 

All these proposals present considerable difficulties; 
and it is not easy to decide what is best. In view of 
the fact that the activities of economic planning are 
bound to impinge upon the existing functions of 
every State department dealing with economic 
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affain, there are obviously very great difficulties in 
the way of setting up a new department of the 
ordinary sort. It would be impossible and un
desirable to transfer all the economic work of the 
Government to a single department; and in any case 
the result would be a deplorable topheaviness and 
congestion of functions. On the other hand, if the 
new department were not to take over, but merdy 
to be given the task of co-ordinating, the planning 
activities of a variety of existing departments, there 
would be obvious dangers of clashing of duties and 
responsibilities between the new and older depart
ments, as well as of conflicts of policy and jurisdiction 
between the Minister of Planning and the Ministers 
at the head of other departments concerned with 
economic affain. 

We can, on these grounds, reasonably exclude the 
solution of setting up an independent co-ordinating 
Ministry of Economic Planning, with a Cabinet 
Minister other than the Prime Minister at its head. 
This solution simply could not be made to work 
without continual friction. 

The lame difficulties would arise if it were at
tempted to place the co-ordinating control of all 
economic planning activities in the hands of the 
President of the Board of Trade. He could not, for 
example, over-ride the Minister of Agriculture in 
rdation to the agricultural part of the plan, or the 
Minister of Labour in relation to wages and condi
tions, or the Minister of Health in rdation to public 
works executed by local authorities, or finally the 
Chancellor of the Exchequer and the Treasury 
in dealing with matters of finance. 
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On the face of the matter, there is a stronger case 
for placing the control of planning in the hands of the 
Chancellor of the Exchequer, with the Treasury as 
his instrument. Planning will obviously turn very 
greatly on finance, and the Treasury will in any case 
have to be consulted in connection with every major 
development. This, however, appears on further 
consideration to be a strong reason against making 
the Treasury the department responsible for plan
ning. The function of the Treasury is to find the 
money required for the Government's policieS, and 
this enforces upon it a severely critical attitude to
wards the projects advanced by the various spending 
departments. It would be a fatal mistake to place 
upon the Treasury duties which would convert it 
into a great spending department, responsible for a 
wide range of constructive services. It cannot at 
the same time be a great spending department 
and satisfactorily fulfil its functions of holding the 
balance between spending departments, as the 
watchdog of budgetary security and financial 
stability. 

Moreover, the concentration of planning activities 
in the hands of the Treasury would place upon the 
Chancellor of the Exchequer a quite intolerable 
double burden. He has fully enough to do in pro
viding for the raising of tax revenue, keeping a criti-

I cal eye on the claims of the spending departments, 
and managing and safeguarding the currency and 
the exchanges· in conjunction with the Bank of 
England, and through the Exchange Equalisation 
Fund. If, in addition, he acquires special responsi
bilities in relation to the joint stock banks and the 
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financing of indwtry, his hands will be quite full 
enough to make it impossible to thrust further 
duties upon his department. The solution of 
making the Chancellor of the Exchequer responsible 
for the co-ordination of economic planning, at
tractive as it is at tint sight, mwt be ruled out as 
unworkable. 

The proposal to constitute an Economic Com
mittee of the Cabinet and to make this committee 
the responsible authority for economic planning has 
also many attractions. It will almost certainly be 
desirable and necessary to create such a committee, 
or alternatively to assign certain sessions of the 
Cabinet entirely to economic bwiness. But a com
mittee of Ministen, however necessary it may be, is 
by no means all that is required. The co-ordination 
of planning activities demands, not merely a number 
of persons of sufficient standing to be able to take 
decisions upon matters of high policy, but an admini
Itrative machine to help them-a body of civil 
servants thoroughly served with information, and in 
close daily touch with all the sectional bodies con
cerned with the day-to-day execution of different 
parts of the plan. A committee of Ministen, each 
of whom would have in addition his own department 
to control, could not possibly take effective charge of 
a co-ordinating department as well. There mwt be 
a Minister of some sort at the head of such a depart
ment, and this Minister mwt not at the same time be 
burdened with responsibility for the running of 
another department. 

This brings w to the proposal that the central 
machinery of planning should be developed directly 
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-under the authority of the Prime Minister, in a Prime 
Minister's Department analogous to that which grew 
up round the War Cabinet Secretariat between 
1914 and 1918. But clearly the Prime Minister would 
not be able to give, over and above his other func
tions, more than the most general supervision to 
such a department. The advantage of placing the 
Department of Planning directly under the Prime 
Minister is that he alone could have sufficient 
authority . to settle departmental confusions and 
conflicts of jurisdiction, and to secure that other 
departments should work in effectively with the new 
department. 

But clearly this proposal inyolves the creation, in 
close relation to the Prime Minister, of a Minister of 
Planning, subordinate to the Prime Mini\ter, but 
otherwise ranking on an equality with other depart
mental Ministers. It would be indispens~ble, in 
view of the nature of his duties, that the Minister of 
Planning, despite his subordination to . the Prime 
Minister, should be a member of the Cabinet-and, 
of course, of the Cabinet Economic Committee, if 
such a body were set up. His position would thu!\, be 
in many respects analogous, though not wholly so, 
to that of the recently created Minister for the Co
ordination of Defence Services, and he would be 
related to the Economic Committee of the Cabinet 
in some degree as the Defence Co-ordination Minister 
is presumably related to the Committee for Imperial 
Defence. 

The duties of the Department of P{anning should, 
however, be made and kept, as far as possible. 
supervisory and co-ordinative rather than directly 
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administrative. The new department should neither 
take over the administrative economic functions of 
existing departments, nor usually assume directly 
administrative functions in relation to the new eco
nomic activities of Government. agencies developed 
81 instruments of the plan. There is, accordingly, 
nothing inconsistent between the proposal to create 
a Department of Planning and the proposal to group 
as many as possible (but not, of course, all) of the 
new planning boards and Commissions under the 
Board of Trade, which would thus become, for ex
ample, the department administratively responsible 
for all forms of industrial and commercial planning, 
except the regulation of agriculture, transport and 
power, and labour conditions, and the supervision 
of the planning work of the local authorities. The 
President of the Board of Trade would thus become 
the IX ojJicio President of any Commissions proposed 
for the supervision of groups and industries and 
services, except the Agricultural and Transport and 
. Power Commissions, which would be presided over 
by the President of the Board of Agriculture and the 

" Minister of Transport. Moreover, the chairmen of 
such Commissions would rank as Parliamentary 
Secretaries of the departments to which their respec
tive bodies were assigned. 

This allocation of duties would leave the Minister 
of Planning free to concern himself with looking 
ahead, rather than with current administration. To 
his department would fall the control of the proposed 
new co-ordinating statistical office, to be developed 
,out of the Economic Advisory Council, and of any 
machinery established for the purpose of preparing 
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regular reports upon the working of the economic 
system and on the economic outlook-with a view, 
for example, to the advance planning of public 
works policy and of large projects of economic 
development. Out of this machinery should natur
ally grow in due course the organization requisite 
for the formulation of general economic plans of a 
more developed and inclusive type than the Govern
ment could hope to introduce at the relatively early 
stage which alone is under consideration in this 
book. 

While, however, this solution-the setting up of a 
Department of Economic Planning under the direct 
authority of the Prime Minister, with the assistance 
of a Minister of Planning with a seat in the Cabinet
seems to me on the whole to be open to less objection 
than the various alternatives which have been con
sidered in this section, I am very conscious that it 
does present difficulties, and that many persons will 
be disposed to prefer one of the other possible courses. 
Indeed, when' the preliminary draft of this book 
was dis'cussed by a committee of the New Fabian 
Research Bureau, there appeared to be almost as 
many different preferences as there were members
not that each member held firmly to a dogmatic view, 
but rather that each of them saw the difficulties, and 
did not find it easy to decide which course to prefer. 
I am, of course, solely responsible for the opinions 
expressed in this final draft, which in no way com
mits the N.F .R.B.; but I confess that I have hovered 
long between the various alternatives before settling 
which to put forward, and that I do not exclude, 
even now, the possibility of being induced to change 
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my mind. I think the proposal here advanced is the 
best; but if the Government in fact decided to adopt 
another. that would not upset the rest of the recom
mendations which this book makes, and would but 
slightly affect their form. 



CHAPTER XII 

RELATIONS BE'lWEEN ECONOMIC AND SOCIAL PLANNING 

IN view of the width of the issues involved, I am not 
attempting in this book to consider the machinery 

of planning except in its distinctively economic 
aspects. I have not, therefore, attempted to study 
how the activities of the predominantly 'social' 
Ministries-Health and Education-would fit in with 
the work of economic planning as I have outlined it. 
The question is, however, obviously of the first im
portance, in view of the key position occupied by 
public works in periods of general economic de
pression, and of the close connection of the ' social ' 
Ministries with the work of the constructional in
dustries in particular. Clearly the Minister of Health 
will have to be a member of the Economic Committee 
of the Cabinet, when such a body is set up, and there 
will have to be almost as close a connection between 
the Department of Planning and the Ministry of 
Health as between the former and the predominantly 
economic Ministries. 

Moreover, as the planned distribution of incomes 
must form an integral part of any coherent economic 
plan, the 'social ' Ministries are directly involved 
in a second respect. The planning of wage incomes 
cannot possibly be divorced from the planning of the 
social services dealing with unemployment,· pensions 
and health. If any system of family allowances were 
introduced, there would be inevitable repercussions 
upon the wage system, requiring careful co-ordination 
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between wage policy in industry and the policies 
of the departments concerned with the social 
.ervices. Education, again, is obviously very relevant 
to tconomic planning, not only in respect of school 
building and in its technical aspects, but also as 
affecting the supply and quality of juvenile labour. 
I have spoken in the previous section of a Ministry 
and a Minister of Economic Planning, because 
economic planning alone is the subject of the present 
study. But it seems clear that, in practice, the 
competence of the proposed Ministry would have to 
extend to social as well as to economic planning. 

A further limitation upon the scope of the present 
book is that it deals entirely with central planning, 
and does not cover at all the question of regional 
machinery or of regional devolution. It is, however, 
evident that these matten are of the first importance. 
To take only the most obvious example, it is plain 
that the problem of the depressed areas will have to 
be handled largely on regional lines. The position of 
these areas will, of coune, be greatly affected by 
measures adopted nationally for the socialization or 
reorganization of the basic industries upon which 
they principally depend. But it is clear that their 
restoration to economic prosperity depends also upon 
the development of new industries to replace those 
which have undergone contraction, and are unlikely 
ever again to employ the same numbers of worken 
as they did. 

Up to the present, what has been done for the 
economic restoration of the depressed areas has been 
placed partly in the hands of the Commissioner for 
the Special Areas (and of the separate Commissioner 
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for Scotland), and partly under the auspices of ad 
hoc agencies created for the purpose, such as the 
Special Areas Reconstruction Finance Company. 
It is common knowledge that the powers of the 
Commissioner are still much too restricted for him to 
be able even to attempt more than a very little to
wards setting the depressed areas back on their feet, 
and that the Finance Company has also done very 
little in relation to the extent of the need. It will 
obviously be necessary for an incoming Socialist 
Government to take action on an altogether different 
scale. 

To some extent, the handling of this problem will 
be a matter for the National Investment Board, to 
which some control over the localization of the new 
industries financed by current investment should be 
assigned. But there will remain the need for regional 
authorities possessing wide enough powers to enable 
them to undertake, or to facilitate, on a much larger 
scale than is possible to-day, the establishment of new 
industries and enterprises in the depressed areas. 

In this connection, one possibility would be that 
the new Ministry of Planning should take over the 
parliamentary responsibility for the functions 
assigned to the Commissioner for the Special Areas, 
and that ~e Commissioner should be given, under 
the direction of the Minister of Planning, greatly 
enlarged powers and a greater degree of freedom 
from detailed Treasury control. It seems clear that, 
in addition, official regional deVelopment authorities 
should be set up in the depressed areas (including 
Lancashire), and that these regional authorities 
should also come under the direct supervision of the 



ECONOMIC AND SOCIAL PLANNING 71 

Minister of Planning. 1bis would give the local 
bodies in the depressed areas a far stronger pull with 
the Government, and a far greater authority in 
dealing with the various departments than the 
existing Commissioners can possibly possess as long 
as they have no Minister or department to represent 
their claims. At the same time, the authority of the 
Commissioners and of the Ministry should be 
widened to cover depressed industries and smaller 
centres throughout the country, even if they are 
found in comparatively prosperous regions. 

In addition, it seems desirable that in every area, 
depressed or not, the Ministry of Planning should 
proceed before long to establish a regional office, 
which would be concerned at the outset chiefly with 
the work of survey and inspection, including the 
regular preparation of regional surveys designed to 
keep the central planning authorities informed about 
the requirements and opportunities for economic 
development within each region. These regional 
offices could, with advantage, be conducted in close 
conjunction with regional planning advisory coun
cils, constituted on a representative basis for each 
area. At the outset, this regional machinery would 
probably have no executive authority; but it seems 
clear that, as the economic plan developed, in 
order to avoid congestion at the centre an increasing 
amount of regional devolution would be needed, both 
in particular industries and services, and in the 
general working of the plan. It seems both un
necessary and undesirable to attempt to work out 
at this stage the precise forms which this regional 
devolution might take. It is, however, clearly the 
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right policy to create at an early stage a nucleus of a 
regional planning organization to which additional 
functions could be from time to time assigned in the 
light of growing experience and the developing needs 
offh,e plan. 



CHAPTER XIII 

THE CIVIL SERVICE 

T HE development of a general economic plan, 
even if it is introduced by stages, will make 

demands on administrative and technical personnel 
which the existing Civil Service, however high its 
standards of efficiency, manifestly cannot be in a 
position to supply. Moreover, the work of actual 
management and control of industries over a growing 
field will necessarily call for qualities and expert 
knowledge somewhat different from those which 
most civil servants have in the past been called upon 
to display. Obviously any rapid growth ofsocializa
tion or State economic control involves a considerable 
amount of recruitment from outside the ranks of the 
Civil Service, and by methods different from those by 
which the Civil Service is ordinarily entered. This 
new personnel will have, to a great extent, to be 
taken over from capitalist industries, and will there
fore consist of persons who have been accustomed to 
the conditions of profit-making enterprise. 

It is of the first importance that these new entrants 
should acquire the professional outlook and the 
disinterestedness which are the chief merits of the 
Civil Service, without becoming • bureaucratic' in 
any evil sense. It is vital that they should, on be
coming employees of any socialized service or public 
agency of control, receive the privileged status and 
responsibility of civil servants, including pension 
rights and rights of collective representation through 
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the civil service negotiating machinery. The exist
ing arrangement, under which employees of public 
corporations are not treated as members of the public 
service, is open to grave objection both in principle 
and because it presents an obstacle to easy transfer
ence from one branch of public administration to 
another. Such transference will be of special im
portance in the early stages of the growth of a 
planned economic system; for it will be indispensable 
to be able to move able men freely from one key 
position to another. 

For these reasons, the entire recruitment for the 
public service, in the widest sense, should be brought 
as soon as possible under the auspices of the Civil 
Service Commission. This, however, will involve a 
drastic remodelling of this body, which is obviously 
in its existing form unsuitable for the wider task. 
It will, of course, be impossible to recruit by the 
customary system of competitive examination all 
the new entrants to public employment who are to 
take charge of the new socialized services and organs 
of public control. This does not mean that there 
must be no standard for entry, but only that the 
standards must be made appropriate to the new 
needs. 

It will be necessary, in remodelling the Civil 
Service, to provide not only for easier transference 
from one government agency or department to 
another, but also for easier promotion from lower 
to higher grades, in order that the fullest use may be 
made of able men and women who are at present 
unduly cooped up in the lower ranks of the service. 
At the same time, it may be necessary for the 
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incoming Socialist Government to be somewhat ruth
less in pensioning senior civil servants who are unable 
to adapt themselves to the new needs of a planned 
economic order. This does not mean that they 
should be replaced by • outsiders.' As far as the 
existing departments are concerned, there are plenty 
of younger civil servants who are fully capable of 
responding to the new needs, provided only that 
there is adequate mobility both between depart
ments and between grade and grade, and that 
considerations of snobbishness or social prestige are 
not allowed to stand in the way of the selection of the 
most competent administraton. 



CHAPTER XIV 

CONCLUSION 

I T is sometimes suggested that Socialists, and 
especially those who favour the speedy introduc

tion of a planneq economy, are altogether too ready 
to suggest the establishment of new administrative 
bodies, and that their projects would involve an 
immense increase in the size and complexity of the 
• bureaucratic machine.' It is of course evident that 
the bringing of the economic organization of society 
under any sort of co-ordinated public control, instead 
of leaving it to the unfettered authority of private 
business men, must involve an increase in the number 
of persons working as public servants, and in the 
number of public, as distinct from private, economic 
bodies. It is also evident that the problem of staffing 
these new public bodies will, at the outset, involve 
certain difficulties; for it is nearly always easier to 
find competent administrators to take on a job the 
duties and requirements of which are already well 
defined than to find men capable of initiating new 
ventures and shaping their deVelopment aright. But 
it is by no means true that economic planning in
volves an increase in the total number of persons 
.occupying important directive positions, or in the 
total amount of machinery needed. Indeed, the 
very opposite is the case. It will take fewer admini
strators and less machinery to run a series of co
ordinated and publicly controlled services than are 
needed for running the planless machine of' private 
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enterprise.' The truth is, not that there will be more 
administrators and more machinery, but that there 
will be more public servants and fewer employers 
and directors of capitalistic businesses-more public 
bodies and fewer separate profit-making concerns
more public corporations and fewer capitalist com
bines organized for the exploitation of the con
sumers. 

Nevertheless, it is essential for a Socialist Govern
ment, especially at the beginning of its work, to be 
careful to conserve for really vital duties the skilled 
and imaginative man-power at its disposal, and 
therefore to avoid creating new agencies wherever 
existing bodies can be so adapted as to serve its 
purpose. Throughout this study the importance 
of the conservation of directive energy has been kept 
continually in mind. 

Let us see, then, to what extent it has seemed in
dispensable to propose the establishment of new 
pieces of administrative machinery in order that the 
new system may be got effectively to work. 

To begin at the top, I have proposed the appoint
ment of one additional Cabinet Minister-the 
Minister of National Planning. The remaining 
additions to the ranks of the Ministry are all Under
Secretaries-on the analogy of the Secretary for 
Mines and the subordinate Minister at the head of 
the Department of Overseas Trade. Such additions 
to the ranks of the junior ministers are obviously 
requisite as the sphere of public enterprise expands, 
if the reality ofparIiamentary control over the affairs 
of government is to be maintained. Nor does it 
present any difficulty. The House of Commons is 
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fully able to supply men and women as well able 
to undertake the new duties as those who have held 
office as junior ministers in previous Governments. 

To this new Ministry of Economic Planning I have 
proposed the attachment of a Central Statistical 
Office, designed not to replace but to co-ordinate 
and supplement the statistical work done by other 
departments. In the Ministry and its statistical 
department I have suggested the merging of the 
present staff and machinery of the Economic Ad
visory Council. 

The proposal to constitute ~n Economic Com
mittee of the Cabinet involves no additional per
sonnel. It is a method of saving the Cabinet's time, 
while maintaining the essential principle of Cabinet 
control over matters of high policy, and establishing 
close contact between the Ministers at the head of the 
various departments mainly concerned with eco
nomic affairs. 

The only other new bodies proposed, apart from 
the controlling and supervising boards and Com
missions for socialized or socially controlled in
dustries and services, are the National Investment 
Board and the Minimum Wage Commission. A 
Finance Commission is, indeed, also suggested, but 
with the proviso that its establishment might not be 
necessary until a later stage. 

Apart from these pieces of public machinery, the 
proposals made involve not the creation of new bodies 
but the development of bodies which already exist. 
Thus, many new functions are proposed for the 
Bank of England on its socialization; and a large 
transformation is contemplated in the powers and 



CONCLUSION 79 

organization of the Board of Trade. In addition, the 
proposals envisage a considerable enlargement of 
the duties and penonnel of the Industrial Court, the 
Industrial Fatigue Research Board, the office of the 
Census of Production, and various other well
established public agencies. 

It is ridiculous to suggest that proposals of this 
order involve either an impossible demand on the 
available supply of directive ability or an uncalled
for extension of' bureaucracy.' They are designed 
both to economize man-power, and to fit in with the 
minimum of disturbance to the existing system of 
public administration. Of course, they will not 
appeal to those who regard a civil servant as ex 
/Jypotlusi a • public enemy," or to those who are 
opposed to all forms of planning as unbearable inter
ferences with the liberty of' private enterprise.' But 
I am not writing for persons who hold either of these 
views, but for those who, favouring economic plan
ning with a socialist objective, desire to see in ad
vance, as clearly as they can, the implications of a 
socialist policy in terms of the changes. in the 
machinery of government which it would involve. 

The real difficulties lie, not in the necessity for 
multiplying administrative functions further than 
competent persons can be found to take charge of 
them, but in deciding between alternative possi
bilities of organization. In making this choice-the 
difficulties of which I freely admit-I have been 
guided throughout by two main considerations, or 
rather by the necessity of reconciling two possibly 
divergent aims. It is indispensable at the same time 
to make the new machinery fit on easily to that which 
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already exists-for this must be done if quick rtsults 
are to be secured. and dislocation avoided-and to 
establish. it in such forms as will suve as fuundlltions 
for subsequent. and more fu-reaching. measurtS of 
soclalist construction. How fM' these two aims hll\'C 
been successfully reconciled I must leave my readers 
to judge for themselves. I do not Jmtend to bclie\'e 
that I have arrived at the best solution in evuy case; 
but I hope at any rate that this book may sm'C to 
clarify, rathu than becloud, furthu discussion. 

May, 1938 




