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Editor’s note


The Future of Socialism was first published, by Jonathan Cape, in October 1956. A paperback edition, prepared by Crosland himself, appeared in 1964, and it is this version that is used in the present edition, which appears on the 50th anniversary of the first publication. Crosland made no changes to the original text, but cut out a few passages of purely ephemeral interest. Thanks are due to Leo Hollis and Rob Blackhurst, of Constable & Robinson Ltd, and to Sunder Katwala of the Fabian Society, for their dedication and skill in bringing out this edition at very short notice, and to Mark Leonard, who first suggested it.
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Foreword


the Rt. Hon. Gordon Brown MP


The publication of The Future of Socialism, fifty years ago in 1956, marked a decisive moment in post-war Labour history.


No post-war Labour writer has had such an impact on Labour thinking as Anthony Crosland.


No one who reads this and his other books can fail to be impressed by Anthony Crosland’s intellectual vigour, the clarity of his thought, and his deep political commitment to the values of the Left and to the Labour Party itself.


And for anyone re-reading Crosland’s book today, or even reading it for the first time, what is most striking is that, while the policy priorities may have changed, there is a continuing freshness and relevance in the values that Crosland placed at the centre of the Labour Party’s mission.


Crosland’s book was, of course, a wake-up call to a post-war Labour Party. He was a moderniser before the word became current. Because he wanted the party to move forward from the old battles of the pre-war era, he was criticised as ‘a revisionist’. Indeed the first part of his book is a compelling argument that Labour must deal with the society not of the 19th century but of its own time. And he calls upon Labour to develop an attitude of mind that was both intellectually rigorous and practically credible for the world as it actually exists.


Crosland is thus rightly critical of an all too prevalent failure to distinguish between means and ends, arguing that ‘the worst sort of confusion is the tendency to use the word [socialism] to describe, not a certain kind of society, but particular policies which are, or are thought to be, means to attaining this kind of society’.


Instead, Crosland argues passionately for Labour’s central focus to be its essential and enduring values, and in particular ‘its belief that further change will appreciably increase personal freedom, social contentment, and justice’. And among the range of values that must inspire the Labour Party, Crosland highlights the promotion of social welfare, and the fight for greater social equality.


It is Crosland’s eloquent advocacy of the importance of these values – both to the Labour Party itself and in providing a dividing line with the Conservative Party – that is probably his greatest and most enduring contribution. Socialism was not, he argued, about nationalisation and certainly not about state control: it was about the dignity of human beings and the equal right of each individual to realise their potential in a supportive community. And whether or not you agree or disagree with the way in which Crosland discusses equality, any serious discussion of the politics of social equality since 1956 has to take The Future of Socialism as its starting point.


Crosland was writing at a time when the idea of social equality was not under direct and continuous attack, and so he did not feel the need to make a full philosophical case in its defence. But he made his points nonetheless. Inequality of too great a degree, Crosland argues, threatens social integration and breeds division and resentment. It offends our sense of social justice if concentrations of wealth end up restricting advantages, opportunities and political power to the few rather than the many. He argues that a society without genuine equality of opportunity is one that is guilty of the ‘social waste’ of the talent and potential of its people.


When I first read Crosland’s book, it was this passion against injustice and the anger about the unfairness of low levels of mobility allied to gaps in economic opportunity that made the greatest impression on me.


The goal of opportunity for all continues to be the unifying central aspiration for those on the Left and centre-Left. In 2006 as much as in 1956, we must strive for a society in which everyone has the chance to realise their potential.


Yet Crosland would have been the first to recognise that in 2006 and once again the world in which these aspirations must be realised has changed – and so too must the policies to realise them. Crosland, writing today, would have thought globally not nationally. His breakthrough fifty years ago was telling the Labour Party how a market economy could be made to work in the public interest. But Crosland was dealing with a sheltered economy in a pre-global age of national economies. Just one example illustrates this: at the time he wrote no one could take more than £30 out of the country. Today globalisation is defined by cross-border flows of capital and the global sourcing of goods and services. Advanced industrial countries which will succeed will find comparative advantage not in low wage competition but by moving up the value-added chain. Crosland would have argued that the free trade and open markets he supported would require to be complemented by investment in new science and innovation, finance for education for all, and by policies that ensured fairness both nationally and internationally.


In a far more flexible economy his aim would have been to maximise opportunity and to minimise insecurity, and from minimum wages and tax credits boosting the income of the unskilled in Britain to a Marshall plan for Africa, Crosland would have called for a bold and imaginative economics founded on making globalisation work for all.


But perhaps even more important, Crosland would have focused on the potential of every individual. He would have made a sharper distinction between equality of opportunity where he would have favoured a radical and expansive view of opportunity, and equality of outcome. He would have probably talked more about equal opportunities and fair outcomes. And his focus would have been on education – where he would have argued the economic as well as moral case for investment in children and young people.


Past industrial revolutions, he would have argued, depended on the creative genius of the few and the manual effort of the millions – but in today’s post-industrial world the countries that will do well will be those that develop most the creative talents of more of their people.


With China turning out 2 million graduates a year and India another 2 million and the rest of Asia yet another 2 million, he would have said that we, Britain, a small country turning out only 400,000 graduates a year, cannot afford to waste the talent of any child or the potential of any teenager or the ability of any adult.


Only through improving the quality of education for all children, will we begin to overcome what he called ‘the injustice of large inequalities, and the collective discontents which come from too great a dispersion of rewards’. So it was part of his life’s work to ensure that public services are ‘the equal in quality of the best which private wealth can buy’.


Instead of, as we did in the past, investing only in some of the potential of some of our children, we must invest in all the potential of all children.


Fifty years on, updating Crosland’s study of the values of British democratic socialism is a compelling call to focus on what, a great influence on him, R. H. Tawney, called the extraordinary potential of ordinary people.


The task of a party that challenges vested interests is to be radical enough to make the necessary changes in, for example, the management of the economy and our national security, while being credible enough to be entrusted with the task. There are moments in the Labour Party’s history when Labour has, tragically, been radical without being credible. At other times Labour has been credible without being radical. The challenge, as Crosland always reminds us, is that in our programme and policies we be both radical and credible. And to achieve that we will have to, in Nelson Mandela’s words, combine vision with action.


So I warmly welcome this reissue of The Future of Socialism and the dedicated work of so many people led by Dick Leonard and Susan Crosland, to ensure that Anthony Crosland’s values, passion, and practical political wisdom can now inspire not just this generation but the next.





Introduction*



Dick Leonard


The Future of Socialism was first published in October 1956, on the eve of the Suez fiasco and the brutal Soviet repression of the Hungarian Revolution – a seminal point in post-war politics. It also followed on the heels of a second successive Labour election defeat, in 1955, and was therefore an appropriate moment to question whether Labour had lost its way after the massive achievements of the 1945–51 Labour governments.


The author of the book was a little-known 38-year-old former MP, who wrote under the name of C.A.R. Crosland. This was an unfortunate legacy of his period as an Oxford don, and was much deplored by his mentor and promoter, Hugh Dalton, the former Chancellor of the Exchequer. ‘But why still dead initials and not live first name?’ he had written to his protégé, after the publication of his first book, Britain’s Economic Problem, three years earlier. It was only some time later that Crosland followed this good advice, and the initials were banished for ever.


The book was started when he was still MP for South Gloucestershire (1950–55), but completed after he had lost his seat, the whole of it written in his South Kensington flat, at 19 The Boltons, where he would work uninterrupted and with total dedication, for up to 15 hours a day. It was at this time when I first got to know and admire Crosland, who was a leading figure in the Fabian Society, for which I worked. We became good friends, but it was only much later, in the early 1970s, when he chose me as his Parliamentary Private Secretary, that I became one of his closest associates.


The book took four years to write, but it had been much longer in gestation. As long ago as July 1940, the 21-year-old Fusilier Crosland had written to his schoolboy friend Phillip Williams: ‘I am engaged on a great revision of Marxism, & will certainly emerge as the modern Bernstein’.


The reference was to the German Social Democratic leader, Eduard Bernstein, whose great revisionist work, Evolutionary Socialism, first published in 1899, led German Socialists away from a doctrinaire Marxism towards more humane and more realistic paths. Crosland studied Marx with some diligence, and had great respect for his dedication and his intellectual achievement, but drew very little from his teachings, and even less from those of his more dogmatic followers, citing Marx’s own statement that ‘All I know is that I am not a Marxist’.


The writers who had most influenced Crosland, apart from Bernstein, were all English. Their contribution to his intellectual development is spelled out in two books published in 1996 by David Reisman, Professor of Economics at the University of Surrey – Crosland’s Future and Anthony Crosland: The Mixed Economy. He named three eminent economists – Alfred Marshall, A.C. Pigou and Hugh Dalton, as well as five more political writers who had speculated on the future of democratic socialism in the interwar period of depression and poverty. These were G.D.H Cole, R.H. Tawney, Evan Durbin, Douglas Jay and again – in a different guise - Hugh Dalton.


Yet the Socialism which Crosland preached was not something dreamed up out of books. He looked round the democratic world and identified two role-models. The first of these was the USA. He was immensely attracted by its openness, its dynamism and the absence of class barriers. As Reisman put it, ‘Crosland had seen the future and had seen that it works . . . he had found a convergent and classless culture in which ordinary people had spontaneously built equality into their way of life’. As he himself put it in The Future of Socialism:


One of the strong attractions of American society is the extraordinary social freedom, the relaxed, informal atmosphere, the easier contacts, the relative natural assumption of equality, the total absence of deference and the relative absence of snobbery and of that faint, intangible but none the less insistent sense of class that penetrates social attitudes in Britain.


Crosland’s youthful love affair with the USA, which did not noticeably diminish with the years, was unusual for a Socialist, and even his close friend Michael Young tried to persuade him to tone down his enthusiasm in a letter commenting on an early draft of the book. Crosland, who normally showed great respect for Young’s views, ignored his advice.


His other great role model was, of course, Sweden, where he greatly admired the progress made in eliminating poverty and achieving a wide measure of social and economic equality. This, he observed, owed nothing to nationalisation proposals but was due to the intelligent use of the government’s general economic powers and, in particular, by pushing redistributive taxation further than in any other democracy.


If anybody doubts the impact which Sweden and the USA had on the young Crosland, they have only to consult the index of The Future of Socialism. In the original edition, the USA figures 42 times, and Sweden (sometimes bracketed with the other Scandinavian countries) 38. There are ten references each to the Soviet Union (mostly negative) and Germany. But no other country merits more than two mentions.


The most striking – and to left-wing socialists the most shocking – conclusion of The Future of Socialism was the unimportance of the ownership of industry. Large-scale industrial undertakings, Crosland argued with a wealth of detail, were controlled not by their owners but by their managers. There was no point, therefore, in nationalising industries just in order to obtain control: the state, which was much the most powerful force in all industrial societies, could get all the control it needed, with less disruption, by other means.


This did not mean that Crosland was opposed in principle to nationalisation. But he argued with passion that each specific proposal for public ownership must be justified by the contribution which it made to socialist objectives, which he consistently defined as being more readily obtainable in a pluralist than in a wholly state-owned economy.


The socialist aim about which Crosland felt most strongly was equality. This he defined in practice, not in any mechanical way, but simply by the assumption that the things which he himself liked and enjoyed should be available to everybody – including, specifically, to his working class constituents – rather than be restricted to the few. In a famous passage, he wrote:


We need not only higher exports and old-age pensions, but more open-air cafés, brighter and gayer streets at night, later closing hours for public houses, more local repertory theatres, better and more hospitable hoteliers and restaurateurs, brighter and cleaner eating-houses, more riverside cafés, more pleasure-gardens on the Battersea model, more murals and pictures in public places, better designs in furniture and pottery and women’s clothes, statues in the centre of new housing estates, better designed street-lamps and telephone-kiosks, and so on ad infinitum.


Crosland did not invent the phrase ‘quality of life’, but it summed up his feeling that only the best was good enough for his South Gloucestershire (and later, Grimsby) constituents. This belief in equality lay behind his consistent but not uncritical support for economic growth and a high level of public expenditure, over which he was to fight three stubborn battles within the Cabinet during the last year of his life. (As Foreign Secretary, he rallied a majority of the Cabinet against the excessive level of expenditure cuts which the Chancellor, Denis Healey, proposed in order to obtain a loan from the IMF. He reluctantly gave way when the Prime Minister, James Callaghan, came down on Healey’s side, but it subsequently became clear that Crosland’s judgment had been right, and that the loan sought was far larger than was necessary to restore equilibrium to the British economy.) Redistribution, Crosland argued, was easier and less painful with a large and growing national cake than with a small one.


Crosland’s emphasis on equality was part of the family tradition which he inherited. Both his father and his uncle, who were senior civil servants, turned down knighthoods. Though Tony rejected the Plymouth Brethren beliefs and austere life style of his parents, something of their Puritanism lingered on in his attitude to work (he had a bad conscience when he wasn’t doing any) and to time, which he regarded as a precious commodity. He was the only person I have met who personally measured his time in periods of less than a quarter of an hour. ‘Drop in at about ten to seven’ he would say – and mean it.


But his family’s religious rigidity was perhaps most clearly reflected in his absolute devotion to high intellectual standards. He repeatedly revised everything he wrote through successive drafts, and – almost uniquely among senior cabinet ministers – insisted on writing major state papers himself, rather than relying on civil servants.


The book made an immediate impact, as Susan Crosland relates in her Afterword to this edition. One person who was completely bowled over by it was the President of the Oxford Union and of the Oxford University Conservative Association. He sat down to read it in the spirit of ‘know thine enemy’, but announced his instant conversion. His name was Phillip Whitehead, and he was to become a leading Labour MP and MEP, as well as a distinguished television producer. The reception of the book was overwhelmingly favourable, the only hostile reviews coming from the far Left, particularly the recent ex-Communists associated with the Universities and Left Review (later, the New Left Review). In his biography of Crosland, Kevin Jefferys, summarised the reactions of the great majority:


What was it that reviewers so admired? Many commented on the combination of virtues which Crosland’s work contained: originality, breadth of vision, rigour, clarity and wit. As well as knowing economics, he was conversant with literature from several other academic disciplines such as political theory, sociology and industrial relations. He managed to write for a wide audience with style, and he combined an interest in social theory with a pragmatic concern for social change.


Within the Labour Party, Crosland became an instant hero on the Right, and a hate figure on the Left, though in the course of time many came to realise that the policies he was advocating were a great deal more radical than they supposed. One of the first to acknowledge this was Richard Crossman, a leading supporter of Aneurin Bevan, who wrote to Crosland that his ideas were ‘diabolically clever and cunningly left wing and Nye should have been clever enough to think them up’. Crosland’s work was widely (and favourably) compared to Bevan’s recent book In Place of Fear, the autobiographical parts of which were deeply moving, but which failed to set out a distinctive Socialist philosophy, and was a sad disappointment to his followers.


What The Future of Socialism did not do, as Jefferys points out, ‘was to transform Crosland’s career overnight’. In fact, he had a difficult time to establish himself, and it was only in the final months of his life that it seemed at all likely that his early promise would be fulfilled, and that the way would be open to the leadership of his party and, perhaps, even the prime ministership. That he was immensely gifted cannot be doubted. Blessed with an intelligence, which was several notches higher than any other politician’s, with film star good looks, an incisive writing and speaking style and apparently brimming with self-confidence, it was almost written in the stars that he would rise to great heights. Added to that, his glamorous wartime record in the Parachute Regiment, his first class honours and presidency of the Union at Oxford, and the brilliant academic career, which he had abandoned for politics, a glittering future seemed assured.


Yet there was also a downside. His prodigious gifts provoked as much envy and resentment as admiration. His complex character embraced a large dose of diffidence and moral fastidiousness, which frequently led to accusations of indecisiveness. His cutting wit threatened as much as it amused, and his warm-heartedness and concern and loyalty for his friends did not communicate itself to the wider public, to whom he often conveyed an hauteur which was alien to his real nature.


He was also the victim of ill luck. Hugh Gaitskell’s sudden death in 1963 almost certainly cost him the chance of becoming Chancellor of the Exchequer when a Labour government was formed the following year. He again narrowly missed the chancellorship after the devaluation of 1967, when James Callaghan resigned and recommended him as his successor. Instead, Harold Wilson chose Roy Jenkins, probably because this was the simplest way of keeping Callaghan in the government, by doing a straight swap between the Treasury and the Home Office. This also had the unfortunate effect of souring future relations between the two men who had been close friends since their Oxford days, and whose views and outlook were more similar than either of them would subsequently admit.


The consequence was that throughout Wilson’s long tenure as Labour leader and Prime Minister, Crosland’s talents were underutilised. He held five ministerial posts, including important cabinet portfolios, but he was kept out of the top jobs. It was only when Callaghan became Prime Minister in March 1976 that he was promoted as Foreign Secretary, a post he had never sought and initially regarded as no better than a consolation prize. Callaghan strongly hinted that he would soon swap jobs with the Chancellor, Denis Healey, and I was surprised when Crosland confided to me over lunch, in February 1977, eight days before his death, that he no longer expected this exchange to take place, and indeed he rather hoped that it would not, as he found himself responding with growing enthusiasm to the challenges of the Foreign Office.


Two days after this conversation, he was struck down by a severe stroke, and died a week later at 58, a similar age to his close friend and mentor, Hugh Gaitskell. Whether, had he lived, he would have reached the summit of politics, we shall never know. Despite his not inconsiderable achievements as a minister, his enduring reputation is likely to rest primarily on his writings, and particularly on The Future of Socialism.


If there was a serious criticism to be made of The Future of Socialism – and most critics only realised this in retrospect – it concerned what was left out of the book rather than what was included. Several of these omissions were dealt with in his two later books, The Conservative Enemy and Socialism Now. Yet, looking back, it is remarkable how little was included about international affairs generally and Europe in particular. (The Coal and Steel Community had already been in existence for four years, but is not mentioned, nor were the moves already afoot which led to the establishment of the European Economic Community the following year.) There is nothing in the book about the end of colonialism, or overseas aid, while sexual equality and what later came to be known as green issues are nowhere mentioned. When the paperback edition was published, in 1964 (which is the text used in this edition), he did not take the opportunity of making any additions to what he described as an ‘inordinately long’ book. Instead, he cut out a few sections of purely ephemeral interest, saying in his Preface that ‘were I completely revising the book, I should substantially alter only one argument, that relating to economic growth’. He had, he acknowledged, been over-optimistic in his assessment of the prospects for British growth, though pointing out that other European economies had been growing rapidly.


Despite its shortcomings, The Future of Socialism has remained much the most influential book to appear on the Left in the last half century, and Crosland’s hope that ‘the whole argument will then need to be re-stated, and thought out afresh, by a younger generation than mine’ has not (yet) been fulfilled. Most of the specific policy recommendations which he made are no longer relevant. Some of them were adopted and were successful, others less so, while many have been superseded by the passage of time.


What remains of high relevance, both to the present day and to the future, is his exposition of the underlying values of social democracy. No other writer has achieved this with so much force, so much eloquence, so much freshness and so much grace. It is this which gives the book its continuing meaning and which alone justifies its republication after fifty years. For Crosland was concerned more with the future than the past, and the closing words of his book convey a message which should have a powerful resonance for us and for our successors: ‘We do not want to enter the age of abundance, only to find that we have lost the values which must teach us how to enjoy it.’





*Incorporating some passages adapted from my contributions to Crosland and New Labour (Macmillan, 1999) and The Socialist Agenda: Crosland’s Legacy (Cape, 1981).
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Part One


The Transformation of Capitalism






I


The Transfer of Economic Power


I The Pre-war Socialist Assumptions



SOCIALISTS in the 1930s, whatever their disagreements on long-term questions, were united on the immediate objectives of a majority Labour Government. These were first the abolition of poverty and the creation of a social service state; secondly, a greater equalisation of wealth; and thirdly, economic planning for full employment and stability.


But many socialists, while assenting to these aims in principle, did so in a distinctly pessimistic frame of mind, thinking them probably unattainable within the existing economic framework. They believed, on the basis of a predominantly Marxist analysis, that capitalism itself must first be forcibly overthrown. Otherwise, reform would be rendered impossible either by the fact that the whole system was in process of decline, or, even while it still survived, by the entrenched power and reactionary attitudes of the ‘capitalist ruling-class’.


The pervasive influence of this Marxist analysis in the 1930s was a reflection of an intellectual ferment without parallel in the history of the British Labour Movement, so traditionally and so doggedly anti-doctrinal. Under the impact of the 1931 slump and the growth of Fascism, more and more people came to mistrust a merely ad hoc reformist approach, and to feel that some more thorough-going analysis was needed to explain the catastrophe which appeared to be engulfing world capitalism.


The official Labour Movement remained somewhat unmoved by all this excitement, though faint echoes of it could be heard even from the direction of the National Executive.1 But the younger generation of intellectuals absorbed itself furiously in the pursuit of theoretical truth. And for the most part it took to Marxism, which thus had to wait almost a century before achieving a major influence on the British Left.2 The Fabian tradition offered no effective counter-attraction – indeed, its best-known leaders deserted, and became amongst the foremost exponents of the Marxist gospel.3 The Hobsonian tradition, still strong in the I.L.P., was sufficiently close to Marxism not to constitute a rival doctrine – after all, had not Hobson been canonised by Lenin himself? A very few socialist thinkers stood outside the Marxist stream,4 and a number of non-analytical works of a practical reformist nature were still being written.5 But Marxism was the dominant intellectual influence; and it made a profound impact on my generation of socialists in their formative years before the war.


For this reason, and also because many who might have disclaimed the label Marxist shared the pessimistic attitude described above, I start by discussing the theory of capitalist collapse, and the metamorphosis of the ‘capitalist ruling-class’; and so hope to arrive at a clearer view of the locus of economic power in the present ‘mixed economy’. The next chapter discusses the performance of the Labour Government in respect of the three immediate objectives mentioned at the beginning of this chapter.


But first one preliminary word must be said. It will become clear in this and later chapters that in my view Marx has little or nothing to offer the contemporary socialist, either in respect of practical policy, or of the correct analysis of our society, or even of the right conceptual tools or framework. His prophecies have been almost without exception falsified, and his conceptual tools are now quite inappropriate.


But this is no reason for adopting the current fashion, and sneering either at the man or his achievement. Intellectually he remains a towering giant amongst socialist thinkers, a man of the stature, in other fields, of Freud and Keynes, and very few others over the last hundred years. His analytical insight into the essential, dynamic nature of nineteenth-century capitalism, the range and sweep of his interests, his grasp of the crude reality underlying the surface parliamentary struggles, his passionate conviction, the wit and compelling power of his language – all these, even now, have an electric effect on the reader, and make the work of his contemporaries amongst the classical economists seem by comparison flat, pedestrian, and narrowly circumscribed. And his astonishing output was the work of a man in constant pain, who was often underfed, always poor, living usually in conditions of squalor and privation, with the dun and the bailiff never far away.


This was a feat of self-sacrificing devotion and dedication not often paralleled in the history of letters. No doubt Marx had many unpleasant traits of character; and his teaching, if only because it relates to conditions that have long since passed away, holds little relevance to-day. But the man was a dedicated genius; and only moral dwarfs, or people devoid of imagination, sneer at men like that.


II The Theory of Capitalist Collapse



The belief that the ‘inner contradictions’ of capitalism would lead first to a gradual pauperisation of the masses, and ultimately to the collapse of the whole system, has by now been rather obviously disproved. Both total output and working-class standards of life have steadily risen. The British net national income, in real terms, was 3½ times as high in 1938 as in 1870, and income per head 2½ times as high;6 and real wages moved roughly in line with income per head.


Faced with this evidence of growth, Marxist scholars made various attempts to salvage something of the master’s theory. For example, some maintained that the increasing misery was never expected to manifest itself until the latter days of capitalist decline, and that in fact ‘the first foreshadowings of increasing misery appeared in the first decade of the twentieth century’,7 and still more plainly in the inter-war period. But even this modified version finds no support from the facts. The real national income rose by 55% from 1900 to 1938, and by 31% during the inter-war period.8 Again the working class shared fully in the rise, with wages maintaining their proportion of the total. It is true that the rate of growth was lower in the inter-war period than during the second half of the nineteenth century, and that the 1931 depression was, by historical standards, exceptionally severe; but the growth nevertheless continued.


There was thus no evidence, even in 1939, of growing pauperisation, nor that capitalism as an economic system, painful and unsatisfactory in many ways though its performance was, was at all near the point of collapse. And now, for a decade since the end of the war, the British economy, whether or not we still choose to call it capitalist,9 has singularly improved its performance. Full employment has replaced depression; the instability is vastly less; and the rate of growth appreciably more rapid. And my own view, which I discuss in detail in the economic chapters, is that the growth will continue, and that the future is more likely to be characterised by inflation than by unemployment.


This change in the economic climate, and hence in the starting-point for any analysis of the future, would alone suffice to outmode the greater part of the pre-war literature. It is easy to forget to-day, not merely how unanimous socialist writers were in anticipating the collapse of capitalism,10 but how completely their analytical systems, their prophecies, and their recommendations, all hinged on this central belief. Faced with this awful, yet hopeful, prospect, they viewed the future with natural alarm, it is true, yet with the exhilaration which comes when the moment of decision is finally at hand, and all problems of choice are left behind. Since then, alas, the mischievous enemy has retreated, and gone into disguise as well; and the simple orders for a backs-to-the-wall defence must be countermanded, and replaced by a more elaborate but less exciting plan.


III The Pre-war Power of the Business Class



The second Marxist assumption, on which also much pre-war socialist analysis was based, was that society was effectively controlled by a capitalist ruling-class which held all or most of the important levers of power. Now Marxist theory does not, as later chapters show, provide a satisfactory basis for the analysis of either the class system or the distribution of power; its scope is too restricted, and the categories too narrow.


Nevertheless, if we confine ourselves to one particular aspect of economic power, and accept that we are not discussing the whole subject of power in modern society, we may say that the pre-war ‘capitalist’ class possessed this power to a marked degree, and wielded it with a good deal of ruthlessness.11 This is the power to make, or at least predominantly influence, both the major production-decisions (whether, how much, how, what, and where to produce) and distribution-decisions (about the division of the national income between different social groups), the first being of course much easier to determine than the second. Such power requires effective control both at the perimeter (that is, in the firm or industrial unit) and at the centre (that is, at the seat of government).


The pre-war capitalist class broadly possessed this control. In some respects, it is true, its economic power had contracted over the years with the steady accretion of influence to both the political and industrial Left, and the general growth of democratic sentiment and social conscience. Yet in other ways it had grown as a result of technical and economic changes. The trend towards large scale in industry, and the inter-war trend towards monopoly, meant that the decisions of a single firm or cartel had an increasing impact on society; a smaller number of individuals took decisions that affected a larger number of their fellow-citizens. At the same time, the growth of monopoly weakened the element of consumer influence which competition to some extent preserves.


The economic power of the business class both at the perimeter and the centre can best be gauged by recalling what was in some ways the most symbolic, as in others it was the most traumatic, incident of the 1930s – the story of Jarrow.12 Jarrow was condemned, physically to a decade without jobs, psychologically to a decade without hope, as a result of two decisions: first, to close down the shipyard on which almost the whole town depended for its livelihood; secondly, to prevent, by the refusal of a guaranteed share in a fully-controlled home market, the construction of a modern, integrated steel plant.


Now the immediate issue is not whether these decisions were right or wrong from a strictly economic point of view, but what they implied for the distribution of economic power. Both were taken by private monopoly bodies (National Shipbuilders Security Ltd. and the Iron and Steel Federation). Both were taken over the passionate protests of the workers and the local community, and in the face of a public opinion strongly aroused by such dramatic incidents as the famous Jarrow hunger-march, as well as by the flood of stories of local suffering and distress. Both were taken solely in the light of short-term profit considerations, and were influenced neither by the social and humanitarian arguments on the other side, nor by the long-term public interest in the capacity and location of two such strategically important industries. And both were taken with the sanction of the Government, despite the storm of protests and appeals.


The refusal of the Government to intervene afforded striking evidence of the continued subservience of the political authority, despite the revulsion caused by the Great Depression, to the interests of business. Right-wing governments, largely composed of businessmen and wedded to an ideology of laisser-faire, were firmly opposed to interfering in the ‘legitimate preserve’ of private industry. When they did intervene, it was not to limit the economic power of private enterprise, but on the contrary to give additional sanction or support to its policies. Tariffs, industrial subsidies, Marketing Boards – all these interventions were at the behest of the producers concerned, and designed to strengthen their monopoly position. The weight attached by the Government to the (supposed) interests of the business class was most conspicuously (and painfully) demonstrated by its refusal to adopt any effective employment policy, whether the sort of expansionist anti-depression policy being widely tried out in other countries, or even a more limited policy of locating new factories in the Distressed Areas.



IV The Loss of Power by the Business Class to the State



To-day the capitalist business class has lost this commanding position. The change in the balance of economic power is reflected in, and may be inferred from, three developments. First, certain decisive sources and levers of economic power have been transferred from private business to other hands; and new levers have emerged, again concentrated in other hands than theirs. Secondly, the outcome of clashes of group or class economic interests is markedly less favourable to private employers than it used to be. Thirdly, the social attitudes and behaviour of the business class have undergone a significant change, which appears to reflect a pronounced loss of strength and self-confidence.


The most direct and obvious loss of economic power has been to the political authority, which now exerts control over a much higher proportion of economic decisions than before the war. The public authorities13 to-day not only employ 25% of the total employed population, and are responsible for over 50% of total investment, but they wield a substantially greater power over business decisions even when these remain nominally in private hands.


This is largely a consequence of the explicit acceptance by governments of responsibility for full employment, the rate of growth, the balance of payments, and the distribution of incomes. The main instrument for exercising this responsibility is fiscal policy. Acting mainly through the Budget, though with the aid of other instruments, the government can exert any influence it likes on income-distribution, and can also determine within broad limits the division of total output between consumption, investment, exports, and social expenditure.


But it also exerts a powerful influence on production-decisions in individual industries – not only through a wider range of positive and negative indirect taxes (especially purchase-tax), which alter the pattern of demand and hence the relative attraction to producers of different lines of conduct; but, more important, through monetary, legislative, physical, and hire-purchase controls. It often fails to use these controls as effectively as the critics would like.14 Nevertheless, it uses them to an extent which severely limits, as compared with the position under pre-war capitalism, the autonomy of business decisions.


Naturally the greater influence of the government would signify little if it were simply used to buttress the power, and underwrite the actions, of private business – if the state, in the Marxist phrase, were still the ‘executive committee’ of the capitalist class. But of course it is no such thing. The policies and attitudes of government are by no means the same as they were in the 1930s. The change is due mainly to a Leftward shift in the balance of electoral opinion, reflected not merely in six years of post-war Labour rule, but also in the significantly reduced majorities, by pre-war standards, of the succeeding Conservative Governments. Conscious of the slender electoral margin now separating the parties, and sensitive also to a fundamental change in public attitudes towards full employment and social welfare, these administrations have largely preserved the changes introduced by the Labour Government; and this has required the exercise of economic power on a scale, and in a direction, which would never have been countenanced by prewar Conservative Governments.15


The reality of the change is attested by the different outcome of clashes of group economic interests. These most obviously take the form of disputes over the distribution of income. Since 1939, a considerable redistribution of personal incomes has occurred; and the gains have accrued largely to the workers, while the losses are at the expense of property-incomes – the share of net dividends, in particular, is much reduced. In addition, and indeed partly responsible for the smaller share of dividends, the taxation of profits is now much heavier than before the war despite an unceasing chorus of protests from business leaders. When private industry cannot even win its taxation battles against the government, something quite important must have changed.


Equally significant is the distribution of economic sacrifices in a crisis, for this reflects perhaps more accurately than anything else the ultimate location of power. Before the war, it was always the working class which bore the brunt. Since the war, the outcome has been quite different. It was a shrewd, though not over-friendly, American observer who remarked of the 1947 crisis that ‘for the first time in British history the brunt of an economic crisis is not being borne by the workers’.16 The best evidence of the change, at least during the period of Labour Government, was to be found in the intense antagonism of the better-off classes. ‘Herein lay the whole secret of the middle classes’ attitude to the Government, which ranged from white fury to hurt bewilderment. In 1921 they had suffered severely, but the working class had suffered too. . . . It was the same in 1931. . . . But now the Labour Government was talking about “equality of sacrifice”, and the working class was not sacrificing anything; there weren’t even any unemployed.’17 Certainly the middle classes have come off distinctly better under the Tories. Yet a repetition of 1921 or 1931 is unthinkable even now; the national shift to the Left, with all its implications for the balance of power, may be accepted as permanent.


The other test lies in social and political attitudes. Here the contrast with both the facts and the expectations of the 1930s was complete, most obviously during the period of Labour rule. Pre-war socialists often anticipated violent, if not unconstitutional, opposition from private business; and a whole theory of ‘capitalist sabotage’, ranging from a flight of capital abroad to a ‘strike of capital’ at home, was constructed on this premiss. The event was very different. Investment proceeded briskly, and indeed had to be restrained; the opposition to nationalisation, although vocal, was never violent; firms and Trade Associations co-operated amicably with Labour Ministers; there was no hint of sabotage; and generally the atmosphere was one of amiable amenability, not untinged with nervousness.


All this was partly, of course, a reflection simply of the extreme unplausibility of pre-war Marxist analysis. But it also reflected a consciousness on the part of industry that the balance of power had altered. This consciousness (and also the diminished capitalist influence within industry itself) was most conspicuously demonstrated by the acceptance of voluntary dividend restraint during the Crippsian era. Despite the outcry in the City press, the degree of cooperation was remarkable, and a striking sign of weakened capitalist self-confidence. Certainly company chairmen continued to fulminate in their annual speeches; but their actions were the reverse of aggressive.


The fact that governments now exercise this pervasive economic power, and that they do so from motives other than a desire to prop up private business, would be sufficient by itself to outmode most pre-war, semi-Marxist analyses of class power. ‘Whatever the forms of state’, wrote Laski in 1937, ‘political power will, in fact, belong to the owners of economic power.’18 This was hardly a very helpful or plausible statement even in 1937, in the light of the history of Nazism and Fascism. But if we are to make misleadingly simple statements of this kind, it would be more accurate to turn Laski’s statement on its head: whatever the modes of economic production, economic power will, in fact, belong to the owners of political power. And these to-day are certainly not the pristine class of capitalists.


V The Effects of Nationalisation on the Distribution of Power



A second transfer of economic power has followed from the nationalisation of the basic industries. This has clearly diminished the power of the capitalist class. But more than this one cannot easily assert, for while everyone agrees on who has lost the power, not everyone agrees on who has gained it. The political authority now has, it is true, the power of Ministerial directive, of Parliamentary debate, and of investigation by Select Committee. On the other hand, many of the nationalised Boards consistently act in a very independent manner, which provokes constant complaints alike from workers, politicians, and economists. Indeed, some people think that the Boards are actually less ‘accountable’, and amenable to governmental control, than many private managements.


For practical purposes, therefore, economic decisions in the basic sector have passed out of the hands of the capitalist class into the hands of a new and largely autonomous class of public industrial managers. But since the political authority has at the same time acquired an explicit legal power over these new managers, even though it often chooses not to use it, the change does represent, in the last resort, an increase in the economic power of the state – though of course this leaves open the question of whether nationalisation is always the only, or the best, method of achieving this result.19


VI The Transfer of Power from Management to Labour



Thirdly, there has been a decisive movement of power within industry itself from management to labour. This is mainly a consequence of the seller’s market for labour created by full employment.


The relative strength of workers and employers does not, of course, depend solely on conditions in the labour market. It depends also on the political balance, the social climate, the degree of organisation of the two sides, and current views about the relation between wages on the one hand, and profits, employment, or the foreign balance on the other.20 These factors had all changed in a manner favourable to labour even before 1939. Yet the strength of the Unions was still severely limited by large-scale unemployment; and they were obviously, and knew it, the weaker of the two contenders.


The change from a buyer’s to a seller’s market for labour, however, by transposing at once the interests, and therefore the attitudes, of the two sides, has dramatically altered the balance of power at every level of labour relations.


At the level of the individual worker, the decisive change relates to the question of dismissal. The employee, for whom dismissal before the war was often a sentence of long-term unemployment, can now quickly find a job elsewhere; and he has lost, in consequence, his fear of the sack, and with it his docility. The employer, on the other hand, who before the war could replace a dismissed worker from a long waiting-list of applicants for jobs, may now have difficulty in finding any replacement at all; and he has acquired, in consequence, a reluctance to dismiss, and himself has become more docile. Thus the balance of advantage is reversed, and the result is a transformation of relationships at the shop-floor level.


At the level of the plant or firm, the main change lies in the altered attitude of the two sides towards their ultimate weapons of coercion – the strike and the lockout. With unemployment, the employer can often well afford to endure a strike or initiate a lockout; the odds in the contest are on his side, while the cost of a stoppage, with stocks often high and market conditions unprofitable, may be relatively minor. But with full employment, the odds are quite different, since the workers can now hold out much longer; while the cost of a stoppage in terms of profits foregone is likely, with stocks perhaps low and a lucrative market demand, to be much greater. The employers’ incentive to avoid strikes has thus increased in the same measure as the workers’ prospects of winning them; the implications for the balance of power are obvious.


These implications extend to relations at the level of the industry, and hence to the question of wage-settlements. In addition, the high profits associated with full employment naturally incline employers more readily towards wage concessions, which can be more easily passed on to the consumer, or absorbed by rising productivity, than under conditions of depression. Indeed, so eager is the demand for labour to satisfy the prosperous full-employment market that employers are often themselves responsible for (sometimes sub rosa) wage increases.


The different outcome of labour-management disputes, as compared with before the war, testifies clearly to the shift of power. Wage-demands, now made annually in most important industries, are regularly conceded by employers to an extent which arouses constant alarm amongst economic commentators. Again and again a large wage-claim is submitted, which the entire financial press condemns as dangerous and unrealistic; a few weeks later it is quietly but generously settled by the employers concerned. To take two industries at opposite ends of the scale of prosperity, neither the engineering nor the railway unions to-day would feel much doubt about where the balance of industrial power lay. Indeed, people are now more nervous lest the Unions may abuse the new bargaining strength conferred on them by full employment.21


The outcome of strikes and lockouts is similarly a reversal of the customary pre-war pattern. In fact the employers have virtually abandoned the use of the lockout; while a much higher proportion of strikes culminate in a climb-down on the part of management. Indeed, employers have partially ceded their most fundamental power of all – to decide who, and how many, to employ; both these decisions are sometimes reversed under the threat of a redundancy strike, or a stoppage over the dismissal of a particular individual. This is a far cry from ‘wage-slavery’.


But perhaps the change is most conspicuous, in terms both of actual policy and social attitudes, in the relations between the Unions and Conservative Governments. Here one can speak, without exaggeration, of a peaceful revolution. One cannot imagine to-day a deliberate offensive alliance between Government and employers against the Unions on the 1921 or 1925–6 or 1927 model, with all the brutal paraphernalia of wage-cuts, national lockouts, and anti-Union legislation; or, say, a serious attempt to enforce, as so often happened in the 1920s, a coal policy to which the miners bitterly objected.


Instead, the atmosphere in Whitehall is almost deferential, the desire not to give offence positively ostentatious. We see cordial and intimate meetings at No. 10. One Conservative Minister publicly rebukes a firm for declaring redundancy without prior consultation with the Unions. Another, forced to choose between the National Union of Mineworkers and a pressure-group of his own backbenchers, unhesitatingly chooses the former. The Cabinet firmly resists all efforts to bring Trade Union restrictive practices within the orbit of the Monopolies Commission. Industrial legislation is planned only after the most anxious consultation with the Unions. And in 1955, twenty-eight years after the Trade Disputes Act, the Conservative Government, in the face of considerable public clamour, unites in adamant opposition to proposals for ‘outlawing’ even unofficial strikes.



VII The Psychological Revolution Within Industry and the Altered Role of Profit



So far we have considered the loss of economic power by the business class as a whole to forces external to itself. But internal changes have also occurred within industry which significantly reduce the power of the capitalist class relative to other managerial classes. These changes were already perceptible before the war; but they have accelerated in the last decade.


The first, a consequence of the growing scale, complexity and technical intricacy of modern industry, is the increasingly specialised nature of business decisions. The gifted amateur is more and more at a discount; and even the professional top executive sometimes finds his decisions almost pre-determined (especially in regard to investment) by technological or research considerations. As a result, although the ultimate power of course remains in the hands of the top ‘lay’ management, more and more influence passes to the technical experts and specialists – the new ‘organisation men’ with the ‘long-haired know-how’, to use the current American slang: the plant engineer, the research chemist, the market research experts, the corporation lawyers, and the like. This partial change in the character of the decision-making function naturally calls for men with a different outlook and equipment, and therefore different interests and motives, from those of the traditional capitalist. One sign of the change is the growing number of scientists and specialised technicians appointed to boards of directors.


But much more significant, though many socialists are reluctant to admit it, is the change in the psychology and motivation of the top management class itself. This is partly, though by no means solely, a consequence of the now well-documented change in the composition of the business-executive class. The divorce between ownership and management, and the relative growth of the joint-stock corporation with fragmented shareholding, were of course already evident before the war. But the process has been further accelerated since by the continued growth in the scale and hence the financial requirements of industry, by a level of taxation which bears relatively more heavily on the small private business than on the public company, and by the effect of higher death duties in compelling the conversion of private into public companies. Business leaders are now, in the main, paid by salary and not by profit, and owe their power to their position in the managerial structure, and not to ownership. Meanwhile, the nominal owners have largely lost even the residue of control which they retained before the war.


And top management to-day is independent not only of the firm’s own shareholders, but increasingly of the capitalist or property-owning class as a whole, including the financial institutions. As compared with the inter-war period, a higher proportion of profits is ploughed back into the business, and a higher proportion of capital expenditure is financed internally and not by recourse to outside capital. It is true that the Marxist prophecy of the transition to ‘finance-capitalism’, as industry fell more and more into the clutches of the City and the banks, was never at any time wholly fulfilled in Britain. But the financial difficulties created by the depression caused at least a trend in that direction before the war; and there were certain important industries in which management was, in consequence, extremely susceptible to outside financial pressure.


To-day, however, a decade of prosperity and high gross profits, combined with a lower ratio of dividend distribution, has greatly fortified the financial strength and independence of most public companies. Despite the increased weight of taxation, undistributed profits are normally sufficient (taking industry as a whole) to finance the whole of industrial capital formation – with a good deal, indeed, to spare. Naturally some firms still need to borrow or make new issues of share-capital; but internal company savings, relative to investment, are now higher than before the war.22 The economic power of the capital market and the finance houses, and hence capitalist financial control over industry (in the strict sense of the word), are thus much weaker. This change alone makes it rather absurd to speak now of a capitalist ruling-class.


The decline of capitalist control does not of course mean that the profit-motive has disappeared, or that profits are less important. It is a mistake to think that profit, in the sense of a surplus over cost, has any special or unique connection with capitalism. On the contrary, it must be the rationale of business activity in any society, whether capitalist or socialist, which is growing and dynamic.23 But with the divorce between ownership and management, the role of profit has undergone a subtle change, which leads to a consequential change both in the distribution of profit, and in the intensity with which maximum profits are pursued.


The contemporary business leader does not want high profits primarily as a source of high personal income or consumption; since he does not own the business, he cannot, as his capitalist predecessor often used to do, withdraw large sums from it for his own enjoyment. Nor does he seek high profits primarily in order to maximise the reward of shareholders. He seeks them – partly, of course, because in the long run his own remuneration depends on the success of the company: but mainly because his social status, power, and prestige depend directly on the level of profits. This is both the conventional test of business performance, and the source of business power. It determines both the strength and prestige of the firm, and the power and social status of its executives. Thus profit remains an essential personal and corporate incentive – but largely as a source of strength and influence, and not as an avenue to a privileged consumption-position for the capitalist. The implications for the distribution of income, as the shareholders’ champions well realise and the figures of dividend payments demonstrate, are of course profound.


A further result of this change is a less aggressive pursuit of maximum profit at all costs. Profits are seen partly as a source of social prestige. But in the climate of the welfare state, they are far from being the only such source. The business leader can also acquire prestige by gaining a reputation as a progressive employer, who introduces co-partnership or profit-sharing schemes: or by being known to possess a high standing in Whitehall, and to have the ear of Ministers, an obvious candidate, perhaps, for Royal Commissions and National Advisory Councils; or by enjoying an outstanding local and civic reputation, as a benefactor, a helpful friend to the City Council, a member of the Court of the civic University; or by displaying obvious patriotism, and devoting a lot of time to the British Productivity Council; or simply by being an intellectual, who broadcasts and writes in Bank Reviews, or makes speeches at the British Institute of Management or Nuffield Conferences at Oxford. Such activities are increasingly common and well-regarded.


All this represents, I believe, a profound change in the social climate, which communicates itself even to the sphere of business decisions. Thus private industry to-day tends to be very sensitive to public opinion, and to its own notion of the public interest, even though no specific threat or sanction may have to be feared either from the government or from labour. This is evident even in respect of price policy. Price-determination is not now simply a matter of crude profit-maximisation, or invariably directed to the greatest possible exploitation of the consumer. It is at least influenced by notions of what constitutes a conventionally fair and reasonable price, which will be acceptable as broadly in the public interest, and immune from accusations of over-charging. For a long time after the war, for example, there were many goods, such as motor-cars, for which a huge pent-up demand existed, and which would have commanded an enormous price in a free market. Yet manufacturers, almost without exception, held prices down to what they considered a ‘fair’ and ‘reasonable’ level, well below the market or profit-maximising price. No doubt considerations of long-run goodwill played a part in this deliberate moderation; but the prevailing social climate also played a part.24


The traditional capitalist ruthlessness has largely disappeared from other spheres as well: from that of investment policy – few firms to-day, quite apart from the certainty of government intervention, would even try to repeat the Jarrow story; or policy towards competitors, dealers or suppliers, who are seldom driven into bankruptcy with quite the vigorous élan of thirty years ago; and most obviously, in the many ways described above, from labour policy.


The talk, and part of it at least is genuine, is now of the social responsibilities of industry – to workers, consumers, the locality, retiring employees, disabled workers, and in America, where business benefactions are on a gigantic scale, to universities, research foundations, and even symphony orchestras. Aggressive individualism is giving way to a suave and sophisticated sociability: the defiant cry of ‘the public be damned’ to the well-staffed public relations department: the self-made autocratic tycoon to the arts graduate and the scientist: the invisible hand, in Mr. Riesman’s phrase, to the glad hand. Private industry is at last becoming humanised.


I do not mean that all businessmen now behave as though they were manqué philanthropists or social reformers – many manifestly do not.25 But I do believe that the trend is in the direction I describe: that most businessmen are at least tinged by these more social attitudes and motives: and that those who most obviously express the change are coming to set the tone for industry as a whole. At any rate, we have here a definite contrast with a generation ago.


This psychological change of course fuses with, and reinforces, the change in attitudes to the state and the Trade Unions described above, and due simply to the loss of economic power. In practice one cannot disentangle the two influences, or say precisely which is cause and which effect. Nor indeed does it very much matter. Even supposing the motives behind the more diplomatic and humane behaviour to be of the narrowest and most self-interested kind, deriving solely from a consciousness of weakness, it would make no difference to our analysis – indeed it would be the more convincing proof of the altered configuration of power. And no doubt a large part of the change is to be so explained. Yet I doubt if this is the whole explanation – especially as the decline in the ideology of aggressive individualism even has its reflection within the business itself, where decision-making is more and more passing from the individual to the team.


This is not due solely to such technical influences as the greater number of variables and their increasingly specialised character, which virtually compel a group approach to decision-making. It is also due to a change in ethos, from the cult of the individual to the cult of teamwork. This explains the almost obsessive contemporary emphasis on co-operation, participation, communication, ‘democratic leadership’, ‘permissive management’, and all the rest of the slogans of ‘progressive’ management. The old-style capitalist was by instinct a tyrant and an autocrat, and cared for no one’s approval. The new-style executive prides himself on being a good committeeman; and subconsciously he longs for the approval of the sociologist. He dreads any suggestion of high-handedness, or hint that he has failed to consult his colleagues. Above all the staff must work as a team; and where once the apt analogies for business behaviour were taken from war, now they are taken from sport. As one of the shrewdest observers of American industry has written: ‘If our society comes to an end it will not be with a bang or a whimper. The sound track will be the soft tinkle of rimless glasses on a conference table.’26


VIII The Political Power of Private Industry



But whatever may or may not be happening in the realm of managerial psychology, it is indisputable that the economic power of the capitalist (i.e. industrial property-owning) class is enormously less than a generation ago; while even that of the managerial business class is significantly restricted by the new economic activism of governments, and the greater strength of organised labour.27


Nor am I personally much alarmed by the alleged political power of private industry. Socialists sometimes become very disturbed by the activities of such bodies as Aims of Industry, or the publicity campaigns launched by firms threatened with nationalisation, such as Tate and Lyle in 1950 or I.C.I. in 1955. But what is surprising over the last decade is not how much, but how little, aggressive ‘free enterprise’ propaganda there has been: and not how effective, but how ineffective, most of it has proved. The exceptional cases, where it has been both determined and effective, as in the two nationalisation instances just quoted, are largely to be explained by the failure of the Labour Party to put forward effective counter-propaganda, or to make clear to the country (and even to the workers in the firms concerned) just why it wanted to nationalise sugar in 1950 (but not in 1951 or 1955), and chemicals in 1955. And one can hardly blame an industry threatened with nationalisation for defending itself by any constitutional means; one only hopes that the Trade Unions (which in fact have more political power under a Conservative, than private industry has under a Labour Government) or the Co-operative Movement, if they were threatened by some Conservative electoral proposal, would be at least as vigorous and vocal in their own defence.28


Even the resistance of the steel industry in 1950–51, which met with such shocked surprise in some Labour quarters, does not appear to disprove this view.29 It never went, in terms of political action, beyond what the Trade Union movement is well accustomed to undertaking. It was not economically effective, since steel output continued to rise under nationalisation despite the refusal of the industry’s leaders to serve on the nationalised Board. And it enforced the delay and awkwardness which it did only because the Labour Government had a Parliamentary majority of seven, a very brief expectation of life, and a widely suspected division in its own ranks over whether to nationalise or not. In the light of these weaknesses (and the fact that the industry appeared to be performing reasonably well), the ability to force through the nationalisation of the ‘strongest bastion of capitalist power’ suggests that we distinctly over-rate, not under-rate, the power of private industry.30 I believe, for reasons to be explained in Chapter XVIII, that the argument for re-nationalising steel is irresistible. But it is not to-day, as it might have been in the 1930s, that a privately-owned steel industry wields a vast power of life-and-death, beyond the control of any government to limit, over either our political or economic destinies.


Of course the arguments presented in this chapter relate only to one manifestation of power in modern society, and that, in my view, of diminishing importance. Economic power, in the sense described in this chapter, and which rather naturally obsessed pre-war socialists when they were analysing capitalism, now poses fewer problems than other forms of power which have nothing to do with ownership or private industry as such, and indeed cut across the capitalist-socialist controversy.31 These are first the power of the enlarged and bureaucratic state: secondly, the power of a small hierarchy of Court, Church, and influential newspapers, either to block reform or to impose its own social and moral standards on groups and individuals: and thirdly, the power of those who control the bureaucratic mass organisation, whether public or private – the B.B.C., the Coal Board, and the Trade Unions quite as much as I.C.I. or Unilever.


Some of these are discussed in later chapters.32 I do not share all the current alarmism about the extreme menace which they present – what one might call respectively ‘Crichel Down’, ‘Establishment’, and ‘managerial revolution’ fears. Nevertheless I do believe that these aspects of power are of greater significance than the economic power to control production and distribution decisions, now that this is so much less concentrated and irresponsible than it was before the war.33


Again, statements about the decline in the economic power of the capitalist class are not to be taken as statements about social class. They do not imply that social class is necessarily any less pervasive or significant in Britain than it was, or even that no ‘upper-class’, in some sense of social status and prestige, can now be said to exist. Economic power is only one aspect of social class; and other aspects may remain just as relevant even though this one has diminished in importance. It is quite consistent to say both that Britain remains to an exceptional degree a ‘class society’, and that no ruling class exists in the narrow Marxist or economic sense.


The argument of this chapter is simply that the intellectual framework within which most pre-war socialist discussion was conducted has been rendered obsolete, first by the fact that the economy is growing at a rapid pace, and secondly by the fact that we now have a quite different configuration of economic power.34


These two fundamental changes call for a complete reappraisal of the socialist position – the more so since Labour’s immediate policy objectives, which were listed at the beginning of this chapter, were also substantially achieved during the post-war years.35 The amount of poverty was drastically reduced (though too much still remains). The social services were greatly expanded. The marked wartime levelling of incomes was carried over into peacetime. And full employment was maintained throughout the period.
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12   For an account of this episode, v. Ellen Wilkinson, The Town that was Murdered (Gollancz, 1939).


13   Including the nationalised industries, which are discussed separately below.


14   v. Chapter XX.


15   The possibility that the Conservatives may behave differently in future is discussed in Chapter II„ Section II. But to take one current example, no pre-war Conservative Government would have introduced the anti-monopoly legislation which has come from the present administration.


16   Herbert L. Matthews in the New York Times, 25 November 1947.


17   Roy Lewis and Angus Maude, The English Middle Classes (Phoenix House, 1949), p. 95.


18   Liberty in the Modern State (Pelican Edition, 1937), p. 52.


19   v. Chapter XVIII, Section II, for a full discussion of this point.


20   Thus there was much less pressure for wage-reductions in 1931 than in 1921, partly because there was no general fall in prices as in 1921, but partly because employers now realised that competitive price-reductions would do them little good in the face of a rather inelastic consumers’ demand, and with the certainty that their rivals would follow suit.


21   I am not concerned here with whether or not they do abuse it but simply with the fact that it exists.


22   v. Chapter XVII.


23   v. Chapter XVII, Section I.


24   Resale price maintenance, contrary to what business spokesmen sometimes say, of course played no part at all so far as the manufacturers were concerned.


25   And the exceptions are often outstanding for drive, efficiency, and innovation. The decline in ruthlessness may conceivably exact a price in terms of economic growth.


26   William H. Whyte, Is Anybody Listening? (New York, 1952), p. 223.


27   It may also be said to be restricted, in another direction, by the probability – the evidence is not yet conclusive – that the degree of monopoly and concentration in the economy as a whole, after growing steadily for 40 years, decreased between 1939 and 1950 (though it appears to have increased again slightly since 1951).


28   The fact that firms threatened with nationalisation often hurry to introduce profit-sharing schemes and the like may be taken as positively confirming the general argument of this chapter.


29   And of course the acceptance by the steel industry, under the threat of nationalisation, of a Government Control Board with a power of veto over prices, and some powers of supervision even over investment decisions, is itself evidence of the altered balance of political power.


30   For an opposite view, v. The Labour Government and British Industry 1945–51 (A. A. Rogow and P. Shore, Blackwell, 1955).


31   It is curious that the socialist, as opposed to the radical, tradition has comparatively little to say about any aspects of power other than the economic and political power of privately-owned industry.


32   v. especially Chapters VI and IX.


33   And now that the higher level and greater equality of purchasing power in any case make a divergence between ‘production for use’ and production for profit’ much less likely (v. Chapters III and XX).


34   In the light of certain events which have occurred since the text of this chapter was written, I must emphasise that the argument is about underlying trends, to which of course exceptions will continue to occur. I do not mean to imply that production will go up every year, or that recessions will never occur, or that no firms will ever act in a highhanded manner. But the trends here described are, I believe, irreversible.


35   The unabridged edition contains a separate chapter describing this achievement in detail.





II


Is This Still Capitalism?


I The Extent of the Change



THE changes already described in the previous chapter, and others not analysed here, amount to a considerable transformation of British society; and I suppose no liberal-minded person would deny that things were a great deal better in consequence. Affairs are conducted in a manner at once more just and more humane; and the angry clamour of past struggles is now heavily muffled. Recent years have witnessed nothing comparable to the violence of the post-1918 period, with its alternating succession of national strikes and lockouts; nor to the bitterness, a natural reaction to dole-queues, soup-kitchens and hunger-marches, which consumed the older industrial areas in the 1930s. The marked decline in political extremism is clear evidence of diminished social tensions.


It would, of course, be absurd to attribute the entire credit for the improvement to the post-war Labour Governments. Capitalism had been undergoing a slow, though painfully slow, metamorphosis since the turn of the century. Largely this was involuntary, in the sense that it was enforced by the rebellion of the non-capitalist classes against the unpleasant consequences of industrial laisser-faire, and by the growing power of the political and industrial Left. This was a prime reason why Marxist prophecies about the development of capitalism were never fulfilled in Britain, or indeed in any democratic country; as I wrote elsewhere, ‘one of the errors the Marxists always made, on the basis of a faulty analysis of the nature of political conflict, was absurdly to under-rate the socio-economic consequences of political democracy.’1


But it was not only the anti-capitalist classes which called for change. The business classes, which, contrary to a curious pre-war socialist notion, do not indefinitely prefer to endure low profits and economic depressions rather than accept some measure of reform, were simultaneously losing their pristine capitalist faith and loyalty. And the economic reaction was reinforced by other and more subtle changes: the gradual evaporation within the bourgeoisie of the old unquestioning self-confidence, the simple conviction that unregulated capitalism must be the best of all possible systems: the steady growth of a genuine moral conscience about the miserable social and physical results of capitalism:2 the political penetration of the middle classes in the 1930s, culminating in the astonishing phenomenon of the Left Book Club: and of course the psychological change, discussed in Chapter I, associated with the gradual supersession of capitalist by managerial personnel in industry. As a result, the anti-capitalist forces were attacking a citadel whose garrison was already weakened by dissension and defeatism.


Nevertheless, whatever the future potentialities of these underlying changes, the actual results were still rather small; and Britain in 1939 remained, basically, an unreconstructed capitalist society.


The war, on the other hand, was a most powerful agent of social change. A predominantly Conservative Government was compelled by military exigency to introduce many of the reforms for which the Labour Party had vainly pleaded during year after year of peace: government planning, full employment, redistributive taxation, new social services. The moral, that these measures were perfectly practicable and not merely the Utopian dreams of Left-wing visionaries, was not lost upon the electorate, which in 1945 firmly ejected the Conservatives for having neglected to do in peace what they so readily did in war.


Yet it is wrong to ascribe all that has happened simply to the effects of the war. Past history shows that democratic peoples and governments always move to the Left during a war. The important question is whether they stay there afterwards. In Britain after World War I, and in many other countries after World War II, they did not, but retreated rapidly towards the pre-war norm. Wars are only permanently revolutionary if followed by Left-wing Governments which dig in, consolidate the changes, and use them as a basis for further advance.


This was the historic task of Mr. Attlee’s Government. Just how successfully it was accomplished, people perhaps scarcely realise today. Memories are feeble; the changes are quickly taken for granted and accepted as part of the status quo; and it becomes impossible to recapture former moods and hopes.


It is therefore instructive to compare the achievement with pre-war expectations. The most relevant comparison is with the Labour Party’s ‘Short-Term Programme’ of 1937. This was the most detailed and concrete programme of action to which the Party had ever committed itself. It was described as a list of urgent measures ‘of Socialism and Social Amelioration, which a Labour Government would carry out during a full term of office when returned to power by the electors’.


Its salient features were as follows: (1) Finance: nationalisation of the Bank of England; control over new investment; redistribution of wealth by taxation. (2) Industry and Agriculture: powers of compulsory acquisition of land by public authorities; nationalisation of railways and other unspecified ‘transport services’; nationalisation of coal, gas, and electricity. (3) Social Benefits: holidays with pay; school-leaving age to be raised to 16: improved pensions, workmen’s compensation, and health services. (4) Distressed Areas: control over the location of industry.


It must not be thought that this programme, emanating as it did from the much-abused headquarters at Transport House, was an excessively timid creation of cautious politicians, and unrepresentative of general opinion on the Left. On the contrary, it was closely in tune with the thought of well-known socialists outside Parliament, to whatever wing of the Party they belonged. Professor Cole, Mr. Douglas Jay, and E. F. M. Durbin, in their works on socialism, all adumbrated very similar programmes as the most that could be expected of a Labour Government during its first term of office.3 Indeed Mr. Strachey, at that time considered rather far to the Left, produced a ‘Popular Front’ programme for the Left Book Club which was incomparably more modest.4 This was based, it is true, on the assumption that the Labour Party, in order to win a majority, would need to ally itself with non-socialists. Nevertheless, it was described as a set of measures which ‘would modify the nature of capitalism to a serious extent’, and ‘must lead to Socialism’ in the end. It consisted of six main items: (1) the promotion of public or mixed investment, (2) the lowering of the rate of interest to encourage private investment, (3) redistributive taxation, (4) higher social services, (5) a public banking system, (6) government control over the balance of payments.


It is evident from these programmes that the performance signally exceeded expectations. In each of the spheres mentioned, action went a good deal beyond what had been envisaged. Nationalisation, for example, embraced civil aviation, steel, road transport, and Cable and Wireless in addition to the industries listed in the official programme. Social service policy extended to family allowances, a comprehensive National Health Service, and a complete new structure, instead of minor improvements, of National Insurance. And in the fields of redistributive taxation, the level of employment, the Distressed Areas problem, the working-class standard of living, and government control over the economy, much more was achieved than most pre-war writers ever anticipated.5


None of this means that everything went right, or that more might not have been done, or that a great deal does not remain to be done. And of course the war helped to smooth the path of reform. It simply means, what is often forgotten to-day, that greater social changes had occurred by the end of the first majority Labour Government than the most sanguine amongst pre-war Leftists had expected.


II The Danger of Conservative Reaction



But are these changes very precarious? Is the whole new structure vulnerable simply to a few years of Conservative reaction? There would be no point in getting very excited if everything was now to be undone, with Labour watching helplessly from the opposition benches.
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