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the attempt makes such women even less qualified
than the average man to deal with the questions
of home and of children.

Consequently, the representation and organisation
for the first time of normal women, on whom the
future of the race depends are a practlcal political
necessity.  Fascism, 1n fact, would treat the wife
and mother as one of the main pillars of the State,
and would rely upon her for the organisation and
development of one of the most 1mportant aspects
of national life.
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CHAPTER 1V
The Basis of the Trouble

(1) TuE WorLD's OuTPUT

Berorg proceeding to examine the detailed econo-
mic machinery of the Corporate State, it is first
necessary to discuss the economic analysis which
leads us to the conclusion that the present order of
industry, and consequently of society, must be re-
placed by the economic policy 1n which we formu-
late our constructive alternative.

It is the common form of old gang economics to
assume that the present crisis 1s a temporary pheno-
menon which, in the end, will pass away automatic-
ally without any particular efiort of man or any
drastic reorganisation of society. One of the leading
exponents of that view once argued with me on the
following lines:— * You are a young man who
cannot remember previous depressions; they have
often occurred before in my lifetime, and have
passed away. All these things to which you refer,
such as the rationalisation of industry and the dis-
placement of man’s labour by machinery, have been
going on for long past. They were met in the past
century by a gradual raising of wages which 1ncreas-
ed the power to consume, and by a gradual
shortening of hours which reduced the power to
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produce. Above all, in due time fresh markets
opened overseas to absorb our surplus production.
For instance, when I was a boy, negroes did not
ride bicycles; now they do ride bicycles, and workers
are employed in Coventry to make those bicycles.”

It was useless to point out to him that these
crises of over-production in relation to effective
demand had usually been temporarily overcome by
such fortuitous events as the discovery of the
Rand Goldfield, which led to a world inflationary
movement. Although at the time he was in charge
of the nation’s finances, our protagonist of the old
ecconomics had but slight acquaintance with
monetary problems.

Apart, however, from these complexities, the real
and simple answer to the ‘‘ negro-and-bicycle ™
school of thought can be briefly stated. It is true
that during the course of the last century greater
production was roughly adjusted to demand by the
automatic processes just described, albeit with great
suffering to the working class, and with struggle
and dislocation of the industrial machine. It is
true, also, that we managed largely to dispose of
our surplus production by the sale of manufactured
goods to countries not yet industrialised. Repay-
ment of that surplus sale could of course never be
made, without dislocation of British industry, by the
acceptance of goods or services in return to an
amount equivalent to the surplus which we had
thus alienated. Payment consequently took the
form of foreign investments from which the bond-
holder drew a small annual tribute in the form of
interest, and on the manipulation of which the
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world-wide financial strength of the City of London
was largely founded. Foreign investment, through
the medium of such sales abroad of our surplus pro-
duction, became one of the chief aims of British
financial policy, and was largely the origin of the
great school of Liberal-Labour thought which holds
that the sole criterion of British prosperity is the
amount of goods which we can send abroad for
foreigners to consume.

Be this as it may, the system worked at least
sufhiciently well to prevent a collapse of industry
and of soctety. But our * negro-and-bicycle”
statesmanship, in surveying with complacency its
past expericnce, 1gnores certain new factors of the
modern age. In the first place, during the course
of the last generation the scientific advar-c has been
more sudden and disconcerting than ever before in
history. As a great scientist once put it to me,
~ During the course of the last twenty years science
has advanced more than it did in the previous two
hundred years, and the only minds not to register
that change are those of the senior politicians.”

In other words, science, invention, techmque have
recently increased the power to produce out of the
range of all previous experience. In the meantime,
our machinery of distribution and of government
has remained practically unchanged, with the result
that the production of industry greatly outstrips
cflective demand. In the second place, the foreign
markets of countries not yet industrialised are daily
ceasing to be available. Our previous markets are
themselves being industrialised, and are sheltering
their nascent industries behind prohibitive barriers.
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These two simple facts—(1) the new scientific
acvance; and (2) the artificial closing of our former
markets——provide a sufficient answer to the * negro-
and-bicycle © theory without research into com-
plexities such as monetary theory hitherto regarded
as outside the sphere of statesmanship. On that
side, only this need be said for the present. If
any fortuitous event occurred to-day, such as the
chance discovery of goldfields which temporarily
saved the economic systerm in the past, the effect of
that happy eccident would be rendered negatory by
the deliberate policy of certain gircat countries 1in
sterilising gold. It 1s true that a powerful move-
ment now exists for monectary reform, and few
things are more comical in the face of modern
politics than the spectacle of politicians solemnly
drawing the attention of Parliament to the existence
of a monetary problem who previously denied its
existence with all the indignation of outraged
orthodoxy.

While we welcome this belated conversion, we
nevertheless suggest that monetary reform, unaccom-
panied by far deeper measures of national rational-
isation, 1s 1n itself entirely inadequate to meet the
present situation. I myself have a consistent public
record, extending over the last decade, of struggle
tor monetary reform against the combined effort
of Old Gang politicians and bankers to resist
1it.  Nevertheless 1 believe that the importance of
monetary retorm ( vital as 1t is) is to-day out of
proper perspective.

Let us assume that all the policies which our
older statesmen have resisted too long and studied
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too late were actually applied. Let us assume that
the world price-level was stabilised, in agreement
with other nations, by the international regulation
of gold, or even by the agreed management of cur-
rencies. Let us assume that the limpid intelligence
of the present Prime Minister, in conference with
Mr. Roosevelt resolved the world’s monetary
problem, and that the substitution of that happy
word “ reflation 7 for ‘‘ inflation ’makes the pro-
cess at last respectable. Let us also, if you will,
assume that reparations and inter-allied debts were
wiped out by clear-cut decision of an international
conference, and further, that national tariffs were
universally reduced to a minimum.

Even it we make the immense assumption that
all the problems which are now so much canvassed
as barriers to trade were surmounted by the states-
men who are now discussing them, we should still
have to overcome certain bedrock facts for which
the existing political system and existing statesman-
ship offer no solution whatscever. We should still
be taced by the fact that the industries of the world
can to-day produce, without running at nearly their
full pressure, far more than any conceivable effective
demand of the present system can absorb. That is
the central fact which neither talk nor conference
has yet escaped, and which, indeed, has not yet been
seriously considered by statesmanship.

This proposition will to-day scarcely be disputed
on the evidence available, but in all discussions of
the unemployed problem it is almost always ignored.
[t 15 1gnored because it involves a fundamental

- change in the machinery of the government and of
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industry.  So the ostrich brigade of Old Gang
politicians and economusts plunge their heads yet
deeper in the sands of important but minor problems
which should have been tackled years ago, but the
solution of which would bring us now but little

nearer to world stability. | |
The following higures show the actual increase 1n

industrial productions between 1927 and 1929 :—

Per cent.
_ The United Kingdom . : : 4.0
| Germany : : : : 1.9
| United States of America : : 12.4
France : : : . 27.1
Sweden . . : . 17.6
Austria : . : . 11.7
Poland : : : q 12.5
Canada . , . 23.6

The following figures show the physical volume
of output per worker in the United Kingdom

(1924 = 100 ):—

- |
1924. | 1927. | 1923. 1929.

Coal-mining . : . | 100.0 | 122.4 | 126.2 | 127.%
Iron and Steel . : 100.0 | 1I4.3 | II0.2 120.6

kil

~ Engineering and Shipbuilding | 100.0 | 112.2 | TI5.7 115.6

Textiles : : : 100.0 94.7 05.5 94.8
Food, Drink, Tobacco : 100.0 95.5 97.8 | 101.4
Leather and Boots . . | 100.0 | 106.7 | I10.4 | 106.9
Chemical and Allied Trades | 100.0 | 100.4 G9.9 | 100.8
All Industry : : . | 100.0 | 106.6 | 100.9 | ITI.X

i —
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The above figures show, in a simple form, the
significance of the modern movement towards
rationalisation. The process has been applied in
every field of production. In every case the result
has been the same—products at first cheapened and
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employment stimulated, while the new market was
tapped and satished; then, as the large profits of the
proneers attracted more tardy adventurers, an excess
of capacity to produce over the power to consume.
There comes a point, in all commercial expansion,
where the output of bicycles increases faster than
the ingenuity of those who seek negroes to set upon
therm.

The process of rationalisation, advanced as it is,
has still far to go. Broadly speaking, it is furthest
advanced in the United States. Twenty American
families working on the land, Mr. Hubert Blake
has estimated, can proeduce the food needed for
themselves and eighty other families; in France, it
takes fifty families to produce the food needed for
themselves and fifty others.

The process of competition, national and inter-
national, forces a tendency towards more and more
rationalisation. However much wheat there may
be, the tendency of the future will be for French
cultivators to struggle towards greater cutput per
head, rather than for American cultivators to do the
reverse. In industry, as well as in agriculture, the
movement 1s the same. In the case of boots and
shoes, where there are a multitude of separate pro-
cesses and where rattonalisation is therefore more
difficult, the Czechoslovakian workman, in the
highly mechanised factories of the late Herr Bata,
produces twice as many boots per day as does the
workman in British boot factories. The movement
of the future will be towards a higher world average

per workman, and thus to increasing rationalisation
in Britain.
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It has been calculated by Mr. Fred Henderson

that, in the United States, sixty-seven men can pro-

duce the goods which 100 men were needed to pro-
duce before the war. A third of America’s work-
men would, therefore, be permanently idle—with-
out even sporadic employment—had not a higher
standard of living contributed towards absorbing
the surplus. This is a world-wide tendency; and
it 1s vital for Britain, as for other countries, that
living standards should be raised so that the greater
output should be consumed.

One of Britain’s chief industrial difficulties has
been the lack of fluidity of output. Cur productive
energies flow in established channels; neither labour
nor capital willingly seeks for new forms of enter-
prise. 'This has been the result of our childish faith
in the huge markets for our export industries, in our
capacity to recapture markets in which our goods
were no longer wanted. We can produce more
bicycles than we can find negroes who wish to ride
them; and a multitude of countries, which used to
buy from us, are making their bicycles (and other
things) themselves.

Even in 1929, at the height of the industrial boom,
the world was far from consuming as much as it
could produce. There were a million unemployed
in Britain, whose output nobody would buy. The
American steel industry, admittedly running on
optimistic estimates of consumers’ needs, was never
working at its real capacity. There was already a
surplus of the staple crops. Among primary raw
materials, copper and zinc outputs were already
restricted ; rubber was grotesquely in excess ; and
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tin, with supplies accumulating in warehouse, had
new schemes of expansion, and vast mechanical
installations, becoming productive month by month.

In face of this evidence, it is quite clear that the
power to produce has far outstripped the mechan-
ism of distribution. The relatively slow increase in
productive capacity during the last century gave
time for the automatic adjustment of demand to
supply ; this has now given place to a sensational
advance in science, technique and productive poten-
tiality, which makes irrelevant all hope of the auto-
matic adjustments of the past.

Only by a new structure of governmental organ-
isation can we hope to meet the consequences of
industrial organisation. Nothing but the rational-
1sed State can hope to overcome the problem created
by rationalised industry. It is idle to denounce
rationalisation, because 1t simply means the modern-
isation of industry, and industries which are not
modernised cannot live at all in present conditions.
Further, to prevent rationalisation is to prevent any
reaping of the fruits of science which, in any
rationalised society would vastly benefit mankind.
The way to meet industrial rationalisation is not to
put back the hands of the clock, but so to organise
society that its effects are constructive rather than
destructive. That organisation is described in a
later chapter, but to arrive at that solution we must
first face the situation created in the present system
by rationalisation.

It cannot be denied that every day new processes
of rationalisation displace fresh labour. The dis-
placement of labour creates more unemployment,




63

THE GREATER BRITAIN

THE BASIS OF THE TROUBLE 5|

69
reduces the number of those ecarning wages, and cight years of recovery she never regained her old
thus yet further reduces the market for which position, or absorbed her unemployed into produc- |
industry produces. The power to produce goods tive industry.
increases, but the power to consume goods does not This consideration appears to be even more valid ]
increase—at least in anything like the same propor-

| | in the present “recovery”. The wusual Stock |
tion. If the power to consume increased in any- Exchange “boom ™ has been accompanied by an l
thing like equal ratio to the power to produce, the even slower process in absorbing the unemployed |
labour displaced by rationalisation would of course into industry. The facts of the present situation |
be absorbed in industry again, by the greater justity up to the hilt the Fascist theory that booms "
demand for goods. As no machinery of govern- of the present system will tend to get shorter and ‘
ment or of industry exists to secure this end, the slighter in effect while depressions tend to get longer
labour thus displaced is not re-absorbed. The and more severe. Within the system, boom and
effect of rationalisation, in fact, is not to increase,

_ depression will alternate as before but underlying |
but rather to diminish, purchasing power by the all these transient phenomena is the crisis of the ‘
increase in unemployment. Yet we need at the system which arises from the factors set out in this ‘ |
present time an increase in purchasing power, not |

‘ chapter.
only sufhicient to provide a market which can

absorb the labour at present unemployed, but also

We are faced with a crisis of present civilisation

partly world-wide and partly peculiar to ourselves. i
adequate to create new labour for those whom the S0 far, Great Britain is one of the few great countries ? |
fllllil‘ﬁ PYOCCSSCS of rationalisation W]ll thI'OW 1nto | Whi(ﬁh has made 10 Seriols effort to meet its : |
unemployment. | | permanent implications. 5 |
This 1s the problem of under-consumption which
remains when all the temporary dislocation and (i1) BRITAIN’S PARTICULAR PROBLEMS |
disturbances, on which the attention of politicians
1s now exclusively concentrated, have been resolvcd, We have so far examined only those consider-
. It 1s a problem which makes irrelevant all calcu- ations of industrial crisis which apply to the world ‘
lations based upon the trade-cycle theory of the past. as a whole, and which account, at least in part, for |
We are so often told that the present world depres- the world crisis. It is necessary, however, also to ‘
sion 1s all part of a recurring trade cycle which consicer the peculiar difficulties of the British '
moves continually from boom to slump and back position, which, even if these world factors were '
again. The protagonists of the trade-cycle theory absent, would involve a fundamental revision of our
argued in the same way in 1921, and they were industrial organisation.
wrong. Britain revived, certainly ; but throughout

It must never be forgotten that Britain is the
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greatest exporting nation, dependent more than any
other country on the markets of the world. We
were the first nation to pass through an industrial
revolution, and for long we enjoyed something
approaching a monopoly of the world trade in
manufactured goods. Long before the War, that
monopoly had passed away, and under the stress
of war and post-war development the process has
been progressive and accelerated. Nevertheless, our
export of manufactured goods still amounts to
nearly 30 per cent. of our total production. In
relation to the new and special difficulties of our
position, the first fact to note 1s the rapid indus-
trialisation of our former markets.

Industrialised Markets
In the great Free Trade theory of the last century,

which, like other beautiful dreams, has brcken
under the hard test of actual experience, all nations
were to produce the products which they were fitted
by nature to produce, and to exchange them with
the corresponding products of other nations.

In actual fact, each nation is striving hard to
make itself as nearly as possible a self-contained
economic unit. Behind every kind of artificial
barrier, they seek to create a variety of trades to
supply them with as large a proportion as possible
of the goods which they consume. No matter
whether the goods thus produced cost their con-
sumers more than if they were purchased from us ;
no matter if the processes of the new industries be
economic or uneconomic ; we have to face the fact
that nearly every civilised nation is striving to pro-
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duce at home an ever greater quantity of the goods
which it consumes. Further, the backward and
undeveloped areas of the world, which we previously
supplied with manufactures for their consumption
and with capital goods for their development, have
mostly reached a point of development in which
they need such services in ever lessening degree.
The capital goods have borne fruit. We sold them,
for example, textile machinery ; now they both spin
and weave, and Lancashire has lost its markets.
We have to face a situation very awkward for the

nation most dependent on foreign trade—that our

foreign markets are inevitably shrinking.

Nowhere, unfortunately, has this tendency been
greater than in the countries of the Empire.
Between 1914 and 1924, the Balfour Committee
calculated, the rates of duty on British goods in
South Africa increased on the average by 20 per
cent. In other Dominions and parts of the Empire,
however, the increase was still more remarkable ; in
Australia, the rates increased by 56 per cent. In
India they increased by nearly 300 per cent.

A typical example of the tendency may be found
in Australia, and more especially in the treatment
of woollen manufactures. In 1922 the Common-
wealth Bureau of Commerce and Industry stated
that the tariff was intended ““to admit goods of
British origin on the most favourable terms possible
consistent with the development of local manu-
jacture.” The High Commissioner, in a pamphlet
issued in London, stated officially that ““if the
present rates do not provide duties sufficient to
protect new industries, consideration will be given
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to providing sufficient protection on the first revision
of the tariff after the establishment of new
industries.”

Australia produces raw wool in great bulk and,
for the most part, of fine quality. In the past,
most of this has been sent to Yorkshire, where the
climate has proved extracrdinarily favourable to the
spmnmg and weamng industries. To spin worsteds
in Australia 1s, and aiways will be, far more cxpen-
stve than in thf: West Riding. Austraha was un-
deterred by this. In their textile mulls, at great
expense, they manufacture a damp atmosphere ;
and they are content with a low output from highly-
paid operatives working in an unheaithy moisture
to which they are unaccustomed. In spite of these
handicaps, a press and pamphlet cqmpaiﬁﬂ SUICCESS-
fully uged the establishment of spinning, weaving
and the manufacture of hosiery, blankets and other
woollen products.  The avowed object was, to
quote once more from the Bureau of Commerce
and Industry, *‘that Australia shall manufacture
eventually practically the whole of her wool clip
into woollen and worsted goods.”

The result was inevitable. The following figures
show our exports of wool manufactures to Australia

in 1913 and 1933 :—

1613. 1933-
Woollen and Worsted Yarns (Ibs.) , 1,705,000 107,400
Woollen Tissues (sq. yds.) : : 9,668,000 711,200
Worsted Tissues (sq. yds.) : : 6,223,100 225,100

In Bradford there are workers unemployed ; while
at the Antipodes, Australians are expensively dressed
in cloth of uncertain quality.
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This 1s a glaring example, but it 1s typical of
much which has been happening in almost every
country. QOur former markets are being rapidly
industrialised, and are making for themselves goods
which we formerly supplied. Brazil, awake to her
vulnerability as a producer of little else but coffee,
has developed the textile trade, the manufacturer of
boots and shoes, and a number of other trades with
a total output valued at about /45 mullions a year.
Argentina has more than doubled her industrial
production. Chile has replaced with home produce
much of her former imports; in cement, for
example, more than three-quarters of her imports
have been dispensed with. In the East, too, the
same tendency has been at work. Just before the
War, India, China, Japan and Australia were pro-
ducing steel at the rate of 360,000 tons a year ; this
output has since been nearly trebled.

This 1s no passing phenomenon. “ The general
tendency towards the growth of local manufacture,”
wrote the Baltour Commuttee, . . 1s based on
the inevitable desire of progressive countries to
achieve some degree of "diversification in their
industries.”  Therefore, they infer, ‘it 1s impossible
to expect that the general tendency will be reversed,

or slow down.”’

[n other words, much of our export market is

lost for good. It is no longer merely a question of
regaining 1t by lowering our own costs of produc-
tion. These markets are closed against us by
artificial barriers, no matter what the cost of our
production or how low the price of our goods. It
is the fixed determination of foreign nations to-day
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to build industries of their own, and to exclude our
products. To this end they are not only employing
tariffs of ever-increasing severity : they are rationing,
and even forbidding, imports; and they are obstruct-
ing purchases of foreign currency, so that goods,
once imported, cannot be paid for. Some nations
restrict imports from each country to the amount
which those countries buy from them. In other
countries there licences, quotas and embargoes, to
say nothing of a veto on dealings in foreign
exchange.

These countries have fostered, within their own
borders, small local industries which, at a price,
can and do satisty local needs. These industries,
having been artificially created, depend on continued
support. The Governments concerned cannot, in
all fairness, break faith with their own people and
remove a protection upon which big money risks
have been taken, and by which substantial employ-
ment has been afforded.

Thus we are no longer contending with sur-
mountable tarifts. We are dealing with trade
barriers which, though they may change in form,
are permanent in effect. Our goods are not dis-
couraged and taxed: they are definitely and
designedly excluded. Yet we are frequently told
that the only way out of our troubles is to lower
our cost of production in order to recapture our
foreign trade. Two ways are suggested to that
end: (1) rationalisation, the effect of which on our
unemployment problem has already been discussed;
(2) the reduction of wages, which means the pro-
oressive reduction of the power of our own people
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to buy goods, and consequently the progressive
reduction of the home market.

In fact, we are invited to drop the solid reality of

the home market which we hold in our own hand,

under our own control, in order to grasp an illusory

export trade which must elude us, for the simple

reason that foreign markets are now closed against
us, whatever our cost of production.

"The dilemma of our export trade in relation to
necessary imports, together with the whole complex
of trade balance, will be dealt with in another
chapter. It is only necessary, for the purpose of
the present analysis, to point out that the hope of
solving our unemployment problem by an expansion
of our export trade, which has long dominated the
Old Gang mind, is one of the most grotesque of
their 1llusions.”

Apart, even, from the exclusion of our goods frem
foreign markets, the extent of that illusion may be
judged by figures from ofhcial sources which I gave
in a House of Commons speech on my resignation
in May, 1930, which were never challenged in
debate and which apply with even more force to
subsequent developments. I examined first the
hope of reducing the unemployment problem by an
expansion of export trade to be achieved by lower
costs of production consequent upon the rationalisa-
tion of industry. In four big groups of rationalised
trades between 1924 and 1929 an average increase
of 20 per cent. in production was achieved, but at

1 My, Thomas, on 25th February, 1931 (Hansard), said: ** The
problem, difficult in some respects, is boiled down to the simple
proposition ‘ How can the Government help our export trader’”

i el t
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the same time an average decline of 4 per cent.
was shown during this period in the number of
workers employed. If by corresponding measures
of rationalisation we had increased our export
trade by [f200 millions per annum (which was
necessary to make good the then shrinkage of our
export trade), with a corresponding result on the
cmployment afforded by the trades effecting that
expansion, the nett reduction in the number of
those employed in these industries would have
amounted to 5 per cent. If, on the other hand, we
had achieved such an increase in our export trade
merely by participating in a natural expansion of
world trade over a period of four years without
any new methods of rationalisation or displacement
of labour in the industries involved, we should have
put 900,000 people in employment during a period
in which the normal increase in the working popu-
lation was one million; thus, at the end of the
period, we should be back where we began.

It was not necessary to say much more in disproof
of the casy belief that the unemployment problem
in Grear Britain could be solved by an expansion
of export trade, whether achieved by the rationalisa-
tion of our industries or by a natural increase in
waorld markets.  Even such calculations, however,
are now rendered 1rrelevant by the simple fact—
which I anticipated in the same speech—that our
export trade cannot be greatly expanded, and will
probably shrink yet further, because our foreign
markets are being rapidly closed by artificial but
insuperable barriers erected against us by nations
determined to foster their own industries.
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New Competitors -

In addition to all this industrialisation of former
markets, we have to face, in whatever markets
remain, an intensity of competition without preced-
ent 10 previous experience.  Many of these
competifors, too, are nearer than we to the markets
for the goods concerned, and better fitted to ap-
preciate the problems of manufacture and sale aris-
ing from geographical and racial differences.
America 1n relation to our South American market,
and Japan in relation to our Eastern markets, pos-
sess geographical and other advantages so obvious
that they need not be stressed. In addition, a
country litke America, which hitherto has disposed
of only some 8 per cent. of her surplus production
n export trade, has a clear advantage in a price-
cutting scramble for markets over a country such as
Britain, which has diverted a 30 per cent. margin of
her total production to export trade.

A country, like a business, may dispose for a time
of a small proportion of its total output at a loss, in
order to invade further markets and to crush com-
petitors.  There 1s another point. Protected indus-
tries, such as those of the United States, provided
that they have a substantial market at home, can
charge prices which allow them to pay overhead
charges and the interest on all their capital by selling
the bulk—Dbut not the whole—of their output. It
then pays them to sell the rest, for export, at prices
which pay merely for the labour and materials used.
A business, or a nation, can do this with 8 or 10
per cent. of its output; but Britain, in order to
compete would have to adopt the same policy
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with 30 per cent.—in many industries more—of her
industrial production. To attempt such a course 1s
the direct road to bankruptcy. It would involve
cither the extinction of profits, and thus the slow
death of commercial enterprise ; or else the drastic
reduction of wages, which, by diminishing pur-
chasing power at home, would finally extinguish
the one market on which industrialists can rely.

The effect of the geographical advantages of other
countries may be seen in our trading position with
the United States. Before the War, we supplied
164 per cent. of the goods imported to the United
States, and were some way ahead of Germany, our
nearest competitor. Now, though the total trade
is much larger (in a normal year), our share in it
has fallen to a little over 10 per cent., and we have
lost first place in the trade to Canada, whose share
has risen from 7 to 11 per cent.

In the meantime, the United States, themselves
highly industrialised, are exporting their surplus 1n
competition with our main production. A smaller
proportion of their total is actually sold in Great
Britain, though the amount bulks large in relation
to British trade. But in Canada, and in South
America, spheres of influence are being established,
and American manufacturers have rapidly gained
oround against our own. In Argentina, the British
share of the import trade has fallen from 31 to 24
per cent., while the United States share has increased
from 14% to 21 per cent. In Brazil there 1s the
same tendency ; though Britain’s share is slightly
increased, that of the United States has risen from
16 to 22 per cent. In Canada, too, the same
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tﬁndency has been more than ever noticeable. The
following table, shows the extent to which Britain
IS losiﬁg ground : —

U.K. and U.S.A. Percentages of Canada’s Imports.

From United From United
| Kingdom. States of America.
¥ ;
1912 13!1923-24{19:2-33(1912-13(1923-2411932-33
—— e : — ) Y S e
Per Per Per Per Per Per
cent. | cent. | cent. | cent. | cent. ! cent.
Manufactures of | E
Cotton . : 61 50 | 29 28 42 60
Paints and | |
Varnishes 435 19 25 52 68 59
Machinery . .| 7 Y 12 | 93 | 90 | 84
Glass and =' |
Glassware 1 28 16 12 ¢ 40 41 | 57
Flectrical |
Apparatus .13 7 7 12 7 &4 83 85
Soap : 11 8 12 V76 K6 74
Manufactures of | i
Silk . y 43 | 15 3 ; 15 23 1 67

L T e T e A e

. —_— F——

What is true in the Western hemisphere is true
also in the Eastern. Cotton yarns and manu-
factures have for long been one of the mainstays of
the British export trade: even in 1931, they
accounted for [56.6 millions, or nearly a fifth of
the manufactures which we sell abroad. But we
have lost our yarn export trade to Japan ; and Japan,
finding increasing competition from India and
China, has turned her serious attention to piece-
goods. Since the War, the number of cotton
spindles in the Far East has increased by 8o per cent.,
the number of power-looms having also risen by
40 per cent.
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We are faced, in fact, with a new and intensive
competition for foreign markets. The ntensity of
the struggle for foreign markets is further increased
by the shrinkage of all home margets, which drives
the industrialists of every nation ever more desper-
ately to seek a foreign outlet for thewr surplus pro-
duction. 'The shrinkage of home markets 1s, of
course, in turn aggravated by the race in wage
reduction, in order to lower costs and capture foreign
markets, which sets up a vicious circle of shrinking
home markets and greater pressure to sell abroad.

It is now the declared aim of every great nation
to have a favourable balance of trade. Every
nation, in fact, secks to sell more to others than it
buys from them—an achievement which, 1t 1s clear,
all nations cannot simultancously attain. So a dog-
fight for foreign markets ensues in which the weaker
nations go under, and their collapse in turn reacts
upon the victors in the struggle by a further shrink-
age of world markets. A continuation of the
present world struggle for export markets is clearly
the road to world suicide, as well as a deadly threat
to the traditional basis of British trade.

These phenomena appear at first sight to support
Marxian theory. “In the decline of capitalism,
all nations must strive increasingly to dump abroad
their production which is surplus to the power of
home consumption. A world scramble for markets
ensues, with competitive industrial rivalries which
lead inevitably to collapse and to war.” Marxians
overlook the fact that certain natural tendencies,
and even natural laws, can be and have been cir-
cumvented by the will and wit of man. The law

—— i — —_— i,
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of gravity, for example, has been flouted by the

-acroplane: the Marxian law that, under capitalism,
“all wages would be reduced to a subsistence level,

has been sct aside by a variety of artificial means.
In just the same way, it 1s fair to suppose, a well-
governed nation can avoid the disasters incidental
to the world’s present industrial over-capacity.
What has been done by accident and by a rough
and crude method for a period, can be done
permanently under scientific planning. But those
tendencies will not be defeated by letting things
alone ; and it 1s here that Conservatism falls down.
Some of the Marxian laws do actually operate if
mankind is not organised to deteat them, and they
are operating to-day in the inchoate society which

| they envisage. If we raly on the instruments of the

Stone Age, we shall be subject to the laws of the
Stone Age and overwhelmed by its forces. In
other words, if we rely on Conservatism to defeat
Marxism, we shall be defeated by Marxism.

SCIENCE AND Mass PropucTION

Underlying all these phenomena 1s a deeper
soctological fact, which destroys for all time the
illusion that our old supremacy can be regained
in the old way. In the past, British goods gained
their ascendancy, partly because they were first in
the field, but also because they were the best.

Mass production has altered the criteria ; the skall
of the handcraftsman 1s no longer the leading factor
in industry, and buyers are increasingly influenced
by the price.

Here we are at many disadvantages. In the past,
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export has been our main problem, and we cannot
aftord to sell goods abroad except at a full economic
price. In each market we are apt to encounter
some near-by competitior, who 1s simply getting rid
of his surplus at any price which will pay him to
keep his mass-production machinery running.
Again, most of our workmen are of a good type,
capable of rising to the heights of skill which earned
them their reputation in the past. For modern,
cheap mass production, such labour is unnecessary.
No lunits are now set to the exploitation of the back-
ward labour of the Orient in competition with the
skilled labour of the West. An Oriental can work
for ten hours a day in exchange for a few bowls of

rice, provided that such labour does not exact toco -

much from his fragile physique or from his unde-
veloped 1ntelligence.  To press a button at regular
intervais in the simplified processes of mass produc-
tion while he dreams of other things, is to him
most appropriate and congenial labour. He is
actually, in some ways, better suited for the mono-
teny of mass-production tasks than is white labour,
which often cannot endure that monotony, at any
rate for more than very short hours. The develop-
ment cf Oriental labour for mass-production pur-
poses is only in its early stages. That tendency is
bound to increase and to become a deadly menace
to the whole white standard of life, and indeed to
the whole structure of Western civilisation.

In addition, even in our own market, scientific
methods of mass production raise very serious
problems. In the period 1925-29 the world’s popu-
lation was increasing by 1 per cent. each year, but
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the output of crude products was growing at the
rate of 2.6 per cent. In manufacturing industry
the rate of increase was obviously faster still, the
main incentive, to quote the League of Nations

report, I'ie Course and Phases of World Economic
Depression-—coming ““ from an extraordinary ad-
vance 1n industrial technique——rationalisation in
agriculture as well as in the manufacturing indus-
tries.”  The output of a man-hour or a man-day
has 1ncreased to a colossal extent, both here and
abroad. If it had occurred merely in this country,
the displaced labour might have been absorbed in
an expansion, through cheapness and commercial
enterprise, in the export trade. But, in view of the

problems outlined above, it is clear that such a
course was 1mpossible.

Self-tmposed Handicaps—the Banking Policy

So far only natural barriers to British trade, which

“have latterly arisen or remarkably increased, have

been examined. In addition to natural handicaps,
however, we have subjected ourselves to self-
imposed burdens unequalled in the history of any
other nation.

In the post-war period, almost every industrial
country (except the United States) devaluated its
currency. This meant that old debts, fixed in
terms of money, became very small in relation to
the goods which that sum of money would buy.
Most industrial companies had debenture-debts,
which they were able to pay off at absurdly little
cffort to themselves. And governments also re-
deemed all their redeemable internal debts.
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The result of this course of events was that foreign
nations emerged from their crises with a lightened
burden of taxation and with industries unencum-
bered with prior charges. This, in effect, amounted
to a reduction 1n costs. In Britain, however, the
reverse was happening.

Most nations, by a crude infation, escaped the
burden of national debt, debenture charges upon
industry and other fixed interest-bearing charges
and burdens ; we chose to pursue a policy of acute
deflation.

The result of that policy was roughly to halve the
price level, and consequently to double the real
burden of the National Debt since 1920, and corre-
spondingly increase the burden of every dead-
weight charge on industry. In addition, by the
policy of artificially raising the exchange Valu; of
the /, the selling price of our goods in foreign
currencies was continually raised and the selling
price of foreign goods in our currency was contin-
ually lowered. Conservative, Liberal and Socialist
Governments alike went one better than traditional
Free Trade by erecting artificial barriers against
British exports and giwing artificial bonuses to
foreign tmports.

The effect was a constant disequilibrium of British
prices with the rest of the world, and consequently
a constant demand for lower production costs in the
shape of lower wages, which led directly to a series
of devastating industrial struggles. Every employer
had to sell his finished product in a world of lower
prices than that in which he had purchased his raw
material and labour costs. This induced, not only

THE BASIS OF THE TROUBLE 85

industrial losses and bankruptcies, but also a reluct-
ance to manutacture for stock which, by making it
impossible for British manufacturers to make quick
delivery, resulted in the loss of business. Every

worker was faced with a demand for lower wages
to be enforced by the lash of widespread unemploy-

ment created by the artificial restriction of credit

in pursuit of a deflationary policy. The only classes
to benefit were the rentier class and the big finance
houses with large overseas interests. The rentier
class benefited because, by the halving of the price-
level, the fixed number of pounds per annum which
they were paid in interest on their oilt-edged
securities were made to buy double what they had
bought before. The big finance houses were assisted
by the financial prestige in the international money
market accorded by the portentous fact that Britain
had returned to the Gold Standard at pre-war parity.
To serve them, the producer, whether employer or
worker, received blow after blow : the whole

industrial fabric of Britain was rocked to its found-
ation.

That policy came to an inevitable and ignoble
failure in August 1931, when the formation of a
National Government combining all the men who,
in their several Parties, had been most responsible
for that policy, failed to preserve the artificially
supported / from collapse.

They failed despite the borrowing of a large sum
of money abroad intended to support the exchange,
and used in fact in a losing gamble for which the
taxpayer had to foot the bill. The only effective

purpose of that borrowing was to hold up the [

Ny

-------

L




&6 THE GREATER BRITAIN

long enough for foreign interests to transfer
their money abroad. The same statesmen who
previously borrowed to support the [ have re-
cently borrowed another (150 millions (Exchange
FEqualisation Fund) to keep low the / which their
Government was formed to keep high. In the
circumstances, the latter transaction was right ;
but what a confession of imbecility it presents, 1n
the light of their previous efforts to maintain our
exchange far above its natural level!

At the same time that our older statesmen were
pursuing this policy in national finance their
intimate friends and trusted colleagues in the great
finance houses were borrowing short from America
and lending long to Europe on highly profitable
terms. Instead of bending the energies of British
finance to the sadly-needed re-equipment of British
industry, they were very busy re-equipping against
us our industrial competitors in the rest of the
world. They were caught in this profit-snatching
process by the collapse of large areas of Europe in
world depression.

Their loss was the nation’s loss in the shock to our
financial structure. Throughout this period, all
who suggested the intervention of Government,
either for the assistance of British industry 1n
re-ecquipment or for the provision of useful and
economic work of national tmportance for the un-
employed, were dismissed as financial lunatics.
Loans might be raised in London to give work in
the Argentine or Timbuctoo, to enrich those
countries and to provide work for their inhabitants ;
but we were told that loans raised in London to
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enrich Britain and to provide work for our own
people would jeopardise our whole financial struc-

ture.

One of the main factors in my long struggle
within the late Government, which led to my
resignation, arose on this very point. Ministers and
the City were so busy helping every country except

their own, with the results that are now so familiar,

that anyone who dared to raise the iorgotten flag of

British interests became a pariah in our political
system.

Can we then be surprised at the present con-
dittion of Britain, when to all our natural handicaps
in the new world was added this additional burden
by Goveraments who acted with the customary
subscrvience of all political Parties to the alien power
within the State’

Conversion

The series of conversion operaticns has been
hailed as the excuse for, and the triumph of, our
financial policy. On this subject only this need be
said.  Broadly, conversion may be achieved in two
ways— (1) Through the inherent strength of a
nation s 1ndustrial and financial position, when the
Government's credit will stand high and will be
retnforced by a proportion of current profits secking
a safe, gilt-edged, investment. (2) conversion may
also be secured by the simple process of making all
industrial investment so unprofitable that the in-
vestor 1s driven to giltedged securities. If invest-
ent 1S concentrated on gilt-edged stock, the

T -
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Government may profit by the competition for such
securities to reduce the rate of interest. In fact our
financial policy made industrial investment unprofit-
able by a remorseless deflation, which greatly
benefited the bond-holder. By this latter method
the conversion operations have been achieved.  Con-
version was made possible by discrediting British
industry, rather than by making the Government's
credit sound. Throughout a period of conversion,
when the English market was supported on a 3% per
cent, basis, British Government stocks were available
in New York at prices showing a yield of over 5 per
cent.  Some millions per annum have been saved
to the Exchequer at the expense of one small class of
bond-holders.  The remaining holders of Govern-
ment Stock and of all gilt-edged securities, have
enjoyed, by reason of these operations, an appreci-
ation of their capital amounting to hundreds of
millions, and the dead-weight charge on industry
and the Narion has been correspendingly increased.
Conversion, in fact, has been sccured by the methods
of deflation and of credit restriction, which have
resulted in enormous industrial losses.

CHAPTER V
The Old Gang’s Aunswer

" Relatiwely Favourable

I¥ our trade position had been really sound when
we suspended the Gold Standard we should have
experienced a considerable trade boom and reduc-
tton in uncmployment figures. Such was the ex-
perience of nearly every other country in the first
effect of currency depreciation. For that reason
the suspension of Gold, which our Government had
spent / 130 millions to avoid, was hailed as the good
news tor which industry was waiting.  Since then
we have participated in no very marked degree in
a partial world revival in which our position was
greatly assisted by the artificial and temporary ex-
pedient of currency depreciation.  The consequent
siight decline in our unemployment figures was
gathered to the credit of our rulers despite their
strenuous efforts to prevent the currency depreciation
to which it was almost entirely due. In particular
we are informed that Britain’s position 1s relatively
more favourable than that of other countries
although other great nations have achieved a greater
percentage reduction in unemployment figures with-

out the assistance of currency depreciation.

Such arguments are little more than a drug ; the
89
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reasoning 1s not only deceptive, but dangerous, as
it lulls the nation again into false security and dulls
the sense of action and of effort.

In fact the most alarming feature of the present
situation 1s that unemployment hgures have not
sensibly decreased 1n our present position of abnor-
mal and temporary advantage to British industry
occasioned by a 30 per cent. depreciation in our
exchange without any corresponding rise in our
internal price level. The effect of this situaticn is
that we enjoy a large bounty upon our export trade,
and that we are sheltered from foreign imports by
an effective exchange barrier to which we have re-
cently added a protective tariff. We shall enjoy
these advantages so long as our price-level does not
rise in proportion to the depreciated exchange. At
present we still enjoy them, but cur unemployment
problem 1s unaflected.

In other countries, where the exchange has been
depreciated, there have invariably been industrial
booms until the price-level was readjusted. British
experience has been unicue. We had no boom
before the slump ; we have had no boom after the
currency was devalued. This phenomenon in-
dicates in fact, a deeper-rooted industrial malady
than the most pessimistic have yet diagnosed. It
may well be that in the present depression of world
prices our internal price-level may show no sign of
rising 1o proportion to exchange depreciation for
a longer period than the usual time lag ; and even
when a rise in internal prices does occur, 1t will pro-
bably be not nearly equivalent to the exchange de-
preciatien. By our failure to maintain the /£, and

P
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by other temporary factors in general price tenden-
cies, we have, 1n fact, achieved by accident the posi-
tion of a low exchange rate without an increase in
the internal price-level.

In these circumstances it is effrontery to claim
that our position is improved. The only shred of
advantage lies in the fact that our goods in the few
countries where they are welcomed, are cheaper to
the foreign buyer ; and that, at home, foreign goods
have become more expensive. Our vast unemploy-
ment, our reduced industrial profits, our mania for
economy in  productive public works, and our
general loss of spending power—all traceable,
directly or indirectly, to the deflationary policy of
successive  Government-—have  gravely  detracted
trom the advantages which might have arisen from
the exclusion, for currency reasons, of foreign goods.
[n the export markets, restriction has increased and
multiplied ; there is scarcely a country where the

British industrialist can be sure of getting his goods

in, or of receiving payment after he has done so.
The advantage, such as it is, is temporary and
formmitous. At any moment one of our great com-
petitors may sufler currency depreciation,® and our
momentary advantage will be wiped out. In
nearly every country controversy concentrates on
the possibility of inflation and of currency depreci-
ation, and one or more of these countries may at

© Since these lines were written both Japan and America have gons
oft Gold in the established sense. Most nations now are alive to
the temporary advantages of currency depreciation to which attention
was drawn in these pages. ‘They are striving to achieve by the design

of cehiberate policy the advantageous position which our Government
achieved by an “‘ unfortunate ’” accident.
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any time re-enter that phase. So far, therefore,
from regarding our relatively favourable unemploy-
ment figures as a reason for taking things easily, we
should regard this accidental respite as a breathing-
space 1 which to reorganise our industries and
strengthen ocur commercial defences.

No greater disservice to national interest can be
performed at the present time than the twisting of
facts which 1in reality are unfavourable, to the
service of the dope machine. The Old Gangs have
not only reduced industry by their policy to its
present plight ; by their soporific propaganda, with,
its artificial sunshine of “ relative improvement ”,
they have deceived the public and have paralysed
the national will to action.

Tre Poriticar SvsTeMm

In the more permanent field of political recon-
struction, the leaders of the old parties have nothing
to offer. Theoretical Socialists saw the solution
of their fancy in a Socialist commonwealth,
where production is for need and not for profit,
where every law of present economics is set aside.
They describe their goal with a certain precision:
but none of them, so far, has even attempted
seriously to describe the road by which they reach it,
or how they will bridge the interval between the
collapse of all present machinery, consequent on the
adoption of Socialist measures which are incom-
patible with it, and the establishment of the alter-
native machinery of State and of industry which
they envisage. They tell us, in fact, that we live
in hell, and that the heaven of Socialism would be
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a better place ; but by an oversight they omit to
tell us how to get from one to the other.

The old position of evolutionary Socialists such as
the Webbs, which was relatively logical, has long
been rendered irrelevant and untenable by modern
conditions. In their thesis, society would evolve
peacetully and gradually to Socialism. Industries
would be nationalised one at a time by cautious
experiments ; no fresh step would be taken until
the last was confirmed. So, by gradual stages of
natural evolution and development, mankind would
arrive at the Socialist Commonwealth with universal
acclamation, as the reward of his experimental
SUCCESSES.

This thesis assumes a static society during the
course of the evolutionary experiment ; such an
assumption has been roughly confounded by the
hard facts of a dynamic age. Collapse and uni-
versal disintegration now threaten unless action,
and universal action, is taken. In an age of urgent

change, we have no time for evolutionary process.

[f Palzolithic man were brought to life to-day,

he would be killed by the trafhc tong before he had

time to evolve 1nto a modern Aomo saprens. He
would have to think of something quicker than

evolution. The Socialists of the old school are in

much the same position as Paleolithic man. They

can only advance by evolution, and the age they
live in has no time for that. Before they had

socialised half a dozen industries, the fabric of

society would have succumbed to the depression.
Their theories, therefore, are by now of no more
than academic interest.
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The Independent Labour Party, on the other
hand, seeks “ Socialism 1n our time ” by methods
which would entail the scrapping of all existing
machinery. In the period of transition, there could
be nothing but the most thorough anarchy: and
thus they would precipitate the collapse and the
struggle which their benevolent pacifism secks to
avoid. 'Their living-wage policy seeks to secure a
vastly higher standard of life in this country than
prevails elsewhere, without any protective measures
to prevent the under-cutting of that standard by
cheaper foreign labour ; presumably this will per-
sist until the sweet light of reason has invaded the
darkest recesses of Africa, and every Hottentor has
been persuaded to join the I.L.P.

Whatever germ of sense may be latent 1in these
proposals is destroyed by clinging to the Free Trade
fetishes of an obsolete Liberalism with which the
LL.P. 1s riddled. But apart from this Liberal
opsession, the proposals of the 1.L.P., in briet but
not unfair summary, become an attempt to trans-
form society by measures which would immediately
precipitate its collapse, in the roseate belief that the
lions of the great vested interests will learn in our
time, by peaceful persuasion, to bleat the Infer-

nationale 1n happy harmony with the lambs of the
IL.LP*

* The same arguments apply to the policy of the New Socialist
League which apply to the policy of the I.L.P., from which it does
not differ in essentials, The only novel contribution of the Socialist
League has heen the borrowing without acknowledgement of proposals
for the reform of Parliamentary Procedure outlined by the author
before the Select Committee on Procedure on Public Business in the
House of Commons in June 1937 which represented the first pale
shadow of the now developed Fascist policy.
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The more realistic Communist, on the other hand,
does not shrink, in thecry at any rate, from the con-
sequences which his proposals involve. He points
to 1}13 Communist goal and frankly informs us that
he is prepared to wade to it through the blood of
class war by the overthrow of cxisting - society.
TII:IE: that in a developed and highly technical
society such as Britain, largely dependent on foreign
supplies and the interactions of world trade, some-
thing like half the population might starve or be
destroyed in a protracted civil war before the
Communist purpose was achieved. These minor
cc_}nsidf:rations do not deflect the Communist from
hls‘ steady purpose to achieve a solution which he
bdlfi‘?’fﬁ& to be the only escape for humanity. The
position 18 at any rate clearer-headed and more
honest than the performances of the theoretical
Socialists of Labour and the 1.L.P., who gallop up
to the fence of class struggle and then stop short of
the logical conclusion, leaving the nation to fall
inte the Communist ditch.

These posturing Girondins with the heads of
Communists and the chicken hearts of Social
Democrats have no place in the realities of the
mo-dqn age. No more than Socialist and Com-
munist can stand-pat Conservative or Liberal pro-
vide a solution. The stop-gap measures of unscien-
tific tariffs, borrowed from the programmes of the

last century, allow the same chaos to operate behind
the protective barrier that operated before.

A later chapter will show why Protection, un-

§upPorted by National Planning and the rational-
1sation of the State, takes us no further than before,
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as our experience of National Government begins
to prove. There i1s only one alternative to our
present steady drift to collapse and the anarchy of
Communism : that alternative is the ordered polits-
cal economy of the Corporate State. The economic
machinery of that State will be described in the
next chapter. For the moment 1t 1s only necessary
to note 1n our economic analysis that the dilemma
of rationalisation, of science and of modern tech-
nique applied to industry, adding to unemployment
and national distress, remains unanswered by any
political party, and that failure to answer that
dilemma must lead in the end to collapse.

[t may be that small boom periods of ever shorter
duration and of ever more hectic character may
precede that collapse. When for a time demand
is almost at a standstill, monetary stimulants and
similar measures may temporarily increase demand
in order to satisfy the elementary needs of the world.

The incluctable fact remains that the power of
nodern machinery and production can so rapidly
satisfy any demand of that character that saturation
and clogging must soon again ensue. Each fresh
seizure of that nature is likely to be more severe as
the pressure of the modern machine increases, until
at last its power of output leads to something
approaching universal apoplexy.
~ This analysis is simply the facing ot facts. This
is the pre-requisite for action, and the gloom of the
outlook must not be taken as a signal for despair.
Had facts been faced before, we should long ago
have had a policy of constructive action. No
nation of such virility, and so great a tradition of

- R e T, . IR - -

!
1
I

—— . R gy = —, - —

s, il F e -

THE OLD GANG’'S ANSWER 97

achievement, would have allowed things to drift so

far if its mind and its will had not been paralysed
by the opiate propaganda of bewildered politicians,
who steadily refuse to face facts which they and
their system are not strong enough to overcome.
Like children in the dark, they put their heads
under the bed-clothes rather than get up like men
and grapple with the danger.




CHAPTER VI
Building up the Home Market

Ir our economic analysis has any validity, we
must found any constructive policy on the basic fact
that present consuming power is inadequate to
absorb the production of modern industry. Con-
sequently, the economic solution is not the reduction
of our standard of life, but the raising of that
standard to a point at which the increased purchas-
ing power of the home market can absorb the
increased production of modern machinery. How
to raise wages, salaries and the standard of life to
that point, without the dislocation of industry
which such a process would involve under the
present system, 1s the problem to which the Corpor-
ate machinery alone provides an answer.

That the power of consumption is inadequate to
absorb production is at present scarcely denied in
any quarter ; yet every policy of the moment seeks
yet turther to reduce that consuming power by the
reduction of salaries and of wages, and by an all-
round decrease in the standard of life. Qur doctors
all diagnose the malady as a lack of markets, which
are simply the power of the people to buy goods ;
yet the treatment which all prescribe by a reduction
of the standard of life 1s a further inoculation of the
germ which has caused the disease. It must at once
be admitted that in the absence of Corporate
organisation, much truth exists in their argument.
An industrialist may know that, by cutting the

wages of his workers in common with other indust-
08
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nalists, he is merely reducing the purchasing power
of the market for which his industry produces.
But the industrialist also knows that, if he does not
reduce wages, he himself will be undercut and
driven out of business, in an unregulated compet-
itive system, by rivals who do reduce wages.

A Government may know that by reducing the
wages of its employees and by reducing its service
to the community, 1t is merely further reducing the
market, the poverty of which has created the serious
industrial situation which is reflected in declining
revenue returns. But the Government also knows
that in a period of declining revenue it must reduce
expenditure or be faced by Budget deficits ; the
latter may, indeed, be temporarily supported, but,
it indefinitely continued, they will lead to financial

- collapse.

So industry and Government alike are forced to
measures which yet further reduce the market, and
yet further aggravate the industrial evils from which
both are suffering. Each fresh reduction of pur-
chasing power deteriorates the situation, yet every
instrument of national life in the grip of the present
chaos is compelled to pursue that policy. At last
the Government and the nation are reduced to the
absurd and impotent position of a dog chasing its
own tail in whirling circles of accelerating futility
and disaster. How to break that circle is the major
question of the age, and to it the Corporate system
alone provides the answer. We have to establish
a machinery of Government and industry in which
1t 1s possible, not only to maintain, but to raise, the
standard of life without dislocation of industry and
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of Government.

[talian Fascism, in early and tentative experiments
in the Corporate system, has often intervened
effectively to prevent wages being reduced. It
has so far failed to provide a system by which
purchasing power is provided at all adequate to
absorb the power of modern production. Such a
task, of course, is exceedingly difficult of achieve-
ment in a country of small natural resources and
little tradition of organisation ; it involves at least a
measure of temporary “insulation” from world econ-
omy as a whole. That task in that country has
not yet been really attempted, and its comprehen-
sive conception has scarcely yet been considered.
[talian Fascism has succeeded in preserving the
economic situation of Italy in a world situation 1in
which without Fascism, it would undoubtedly have
collapsed ; it has also succeeded in raising the
standards of the working-class in these adverse
conditions ; but in a small country it has not proved
possible to advance in the Corporate system towards
the policy which will now be discussed, and indeed
such conceptions go far beyond anything which
Italy has yet worked out.

It is by no means an easy task to absorb, within
the purchasing power of the home market, the
swollen output of modern manufacturing machin-
ery. It is even more difficult to relate this achieve-
ment, which may have dangerous effects on pro-
duction costs in its initial stages, to the necessity for
carrying on an external trade to pay for our
essential imports of food and raw materials.
Viewed in the aggregate, it is a task entirely beyond
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the scope  of present-day statesmanship—not for

lack of personal capacity, but because there is not
the necessary machinery. In a Parliament of

obstruction, discordant committees, talk and inertia,

the problem is insoluble. Nothing but strong

executive government can bring it to a successful
conclusion.

T'he Need for Scientific Protection.

The first essential of a stable and enlarged home
market is, of course, a scientific protective system.
It 1s 1mpossible to have stability without some
immunity from the chaos of world conditions and
fluctvations described in the previous chapter ; and
it 1s 1mpossible here to raise wages and salaries to
the point where increased purchasing power will
absorb modern production in the home market,
unless those wages and salaries are protected
from cheap foreign competition. It is impossible to
maintain, let alone to raise, the present standard of
life if that standard is subject to the under-cutting of
lower-paid foreign labour and to the subsidised
dumping of the great foreign combinations. It is
inconceivable that the home market and the econ-
omic lite of these islands can be reorganised if they
are subject to every factor of the world chaos which
was examined in a previous chapter as responsible

for our present declining position in the markets
of the world.

The Free Trade argument, in present circum-
stances, has gone almost by default, but still finds its
advocates in economists and politicians who seek

escape -exclusively by way of international action
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rather than by national organisation. Two fallacies
are involved in these Old Gang economics, one of
practice and the other of theory. In practice, 1t 1s
demonstrably an illusion to believe that all nations
can be persuaded to act effectively together. In-
numerable conferences on tarift barriers, monetary
problems and international co-operation have been
held for the past decade, with the practical result
that the barriers became greater and the co-operation
less.  Our politicians have attended conferences
at Geneva and ad hoc conferences at every other
Continental watering-place, cap in hand as suppli-
cants to the rest of the world to be reasonable in
order that Britain may live.

In hard and bitter experience, their policy simply
has not worked. Other nations, by very crude and
old-fashioned methods, have merely tried to protect
themselves in the general sauve qu: peut of Europe.
The international policy implies by its very nature
that more powerful and intelligent nations must
wait on the advance of the less intelligent and
enlightened. 'The march of every nation 1s reduced
to the pace of the slowest. We have to wait until
the gentle charm of Socialist and Liberal persuasion
has penetrated the darkest corners of the earth
before we can begin to maintain, let alone to
advance, the British standard of life.

Surely the time has come to save ourselves by
scientific measures of protection at a time when
lesser nations are busy trying to save themselves
by unscientific measures? Practice 1s a greater
force than precept in the modern world. The first
nation which sets its house in order, and discovers
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a modern and scientific form of industrial organis-
ation, will lead more rapidly to a world order of
economic sanity than all the resounding appeals to

our common humanity which have echoed in 2

variety of languages through the halls of Geneva and
Lausanne.

Let us now examine the tallacy in theory of the
remaining adherents of the Free Trade school, who
seek salvation in international action at Geneva,
Lausanne and elsewhere rather than in taking off
their coats at home and squaring up to the problem
of national organisation. Their theory is derived
trom the period of poverty economics. Iz the past
century we were faced with the problem of poverty;
in this century we are faced with the problem of
pienty. Then the question was how to eke out
the meagre resources of mankind ; now the question
1s how to release for consumption the vast resources
with which science has endowed mankind. 1In the
peried of poverty any barrier to the thin trickle of
international trade was obviously bad; in the nine-
teenth century the Manchester school of Free
Traders had much reason on their side. Barriers
to international trade, goods produced in countries
unsuited to their production, were all factors liable
to result in distress and starvation in a world com-
munity whose resources barely satisfied the needs
of life, |

But to-day we have entered the period of potential
plenty, and these factors are largely irrelevant.
T'o-day, in organising production, we have to think,
not so much of maximum output, as of maximum
consumption. Modern industry and science can
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produce more than enough to satisfy the needs of
man, provided that political organisation enables
the machine to work. The advance of science has
been the decisive factor in the change from poverty
economics to the economics of plenty. Let us, n
the name of reality, have done with the economics
of poverty !

Hitherto no solution has been found because the
more incisive brains of the old school are obsessed
with the idea of international action. They cannot
imagine any way of escape except by international
agreement.  They cannot conceive a nation
organised with the technique of modern science to
supply the vast majority of its own requirements
from its own resources. Consequently, their
attention is continually diverted from the real task of
national organisation to a pursuit of the interna-
tional will-o’-the-wisp through the quagmire of con-
flicting politics and confused economics among all
the more backward nations of the earth. In pursuit
of that policy, meanwhile, they have exposed to all
the shocks of world chaos the struggling remnants
of our industry which cater for the demoralised
home market.

Scientific Protection versus Conservative Protection

The Government has now been driven, by the
hard pressure of fact rather than by any process of
reason, to the adoption of a half-baked Protectionist
system. Without further thought, or consideration
of modern conditions, it has taken over the Pro-
tectionist policy which Mr. Joseph Chamberlain
first advanced some thirty years ago.  Happily
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immune from the painful process of fresh thought,
the Conservative party has advocated 1t ever since,
and has now applied a policy which is by that
margin out of date.,

As a result, we have, not a scientific plan, but a
rapid and inefficient improvisation. They have
handed over the fiscal system of the country to
a struggling committee of appointed business men
who are vested with wide powers, but are endowed
with inadequate information and with no mach-
INEry. .

This abdication of the function of government of
course imposes upon that committee a superhuman
task to which it will prove inadequate. In that
bottle-neck will probably be clogged the life-blood
of industrial organisation.  Apart altogether from
the question of machinery, which we will deal with
later, no vestige of scientific protective policy has
yet been adopted, except very inadequately in one
instance. 'The whole basis of modern and scientific
Protection is lacking. No machinery whatever is
provided for raising, or even for stabilising, the
present standard of life, which is the main justifica-
tion for a protective system. Protection 1s not made
conditional upon industrial efhiciency, upon good
wages to the workers or upon low prices to the con-
sumers. Our standard of life is in some degree
protected from the competition of foreign employers
who pay low wages ; 1z 15 1n no degree protected
from the competition of British employers who pay
low wages.

The same wage-cutting dog-hight, which means
an ever-diminishing home market, may rage behind
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the protective barrier in the absence of any State
machinery to make Protection conditional on good
wages and decent conditions. Every British em-
ployer who uses Protection to raise the standard
of life in his industry, and thus to contribute to an
enlarged home market, may find himself under-cut
by less patriotic and less scrupulous rivals.

Thus the purpose of the enlarged and stable home
market, which 1s the sole justification for Protection,
will be defeated ; in fact, the same chaos will exist
behind the protective barrier that previously existed
outside it. One of the main objects of modern
Protection 1s the diversification of production, the
establishment of new industries catering for the
home market in competition with products hitherto
imported from abroad—industries employing, and
adequately remunecrating, potential consumers of
one another’s products.

Such an object necessitates a national plan of
scientific Protection. In its turn that plan entails,
not the appointment of yet another committee,
but the establishment of a comprehensive machinery
to secure its application.

That plan and that machinery are wholly lacking
trom the policy of the Government.

Our Conditional Protection

It 1s submitted in our policy that Protection must
be conditional upon industrial efliciency. That
cfiiciency we define, broadly, as low prices to the
consumer and good wages to the worker. All
industrialists impress upon the public that, if they
are given an assured home market, they can expand
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and rationalise their output, and thus, while paying
high wages to the worker, nevertheless preserve low
prices to the consumer ; in other words, the rate
of production rather than the rate of wages is now
the main factor in the cost of production.

Those assurances should be translated into
admunistrative facts. It 1s clearly necessary to do
this, because no individual manufacturer, however
well-intentioned, can maintain or raise wages 1if he
1s exposed to the undercutting of less scrupulous
rivals. However much he 1s protected from wage-
cutting from abroad, he is still exposed to wage-
cutting at home. It is here that the Corporate
syste begins to operate. Protection should only
be given in return for definite conditions as to wages
and prices over the various groups of industry—
conditions which will later be considered in the
administrative machinery of the Corporations.

It 1s known and proved that modern industry,
properly organised and working at full pressure, can
both raise wages and reduce costs. But this cannot
happen unless the manufacturer is protected from
wage-cutting competitors at home as well as
abroad. Hence the necessity for Corporate organis-
ation, which will regulate wages and prices by per-
manent machinery. Protection must protect organ-
isation, and not chaos. Behind the protective
barrier, the home market must be stabilised and
enlarged, and the consumer must be safeguarded.
These results can only be achieved within the
structure of the organised system which is the Cor-
porate State.

Protection without Corporate organisation is no
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108 THE GREATER BRITAIN

bulwark against unemployment. In countries long
protected, such as Germany and the United States,
we have witnessed the finest result of a Protective
system followed by the inevitable collapse resulting
from a lack of Corporate organisation. In defiance
of all Marxian laws, wages rose under capitalism
to heights dizzily above the subsistence level. By
happy accident, America achieved for a time the
fruits of planning.. Protective duties afforded com-
parative immunity from the competition of foreign
low-paid labour. At the same time, stringent
immuigration laws created a shortage of labour in
relation to demand, and afforded labour a strong
bargaining position on the market. That strong
position, even more, perhaps, than the enlighten-
ment of American employers, led to a steady rise in
wages and consequently to a steadily increasing de-
mand for goods in a home market rapidly ex-
panding.

The whole expanding system was supported by
the policy of the Federal Reserve Board, and yet
further extended by the hire-purchase system which
turned every trader into a banker. Even so, it is
interesting to note that, even at the height of the
boom, competent authorities considered that the
market “ was insufhicient to absorb the potential
production of American industry.” It is a grave
mistake to point to the high wage and expansionist
system of America as responsible for the evils which
it served for a time to stave off. The crash came
because that great system was unsupported by
national organisation and regulation of a Corporate
character.
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The ** philosophy of high wages ” succumbed to
the first serious test.

It failed chiefly because it was never a philosophy,
nor yet a conscious policy. Under the pressure of
credit restriction designed to check Wall Street
speculation, one manufacturer after another began
to curtail his wages, and competitors were compelled
to follow suit. There was no industrial planning:
the system was unsupported by Corporate organis-
ation. Its success had been adventitious ; it had no
resources to withstand a strain. Added to this,
the credit which should have been used for industrial
development and the financing of reasonable con-
sumption was devoted to the uses of Wall Street,
where shares were bid up out of all relation to any
conceivable real value. The Federal Reserve Board,
within the limits of their system, were able only to
check credit expansion in a quantitative rather than
a qualitative manner. It paid speculators to borrow
moncy at 10 per cent. in order to buy stocks yielding
only 3 per cent. on the purchase price. They were
willing to do this, because their experience encour-
aged them to hope for capital profits of, perhaps,
50 per cent. They were speculators, and their
action at that time was detrimental to every serious
interest.  But no machinery existed for discrimin-
ation between social and anti-social use of credit,
only for a general policy of restriction. By restric-
tion of credit, the genuine producer was hit long
before the Wall Street speculator, who summoned
European short-term credits to his aid.

In an effort to check the frenzy of a few irre-
sponsible individuals, the whole great structure of




110 THE GREATER BRITAIN

American industry was shaken to foundations which
did not rest on the reality of Corporate organisation.
Had private enterprise been acting in accordance
with a reasoned national policy, the trouble might
well have been avoided. In the stress of internal
competition on a sagging market, and in the absence
of any State machinery for the maintenance and cor-
relation of wages, the high wages and the hire-
purchase system began to crumble, and with them
the whole structure of American industry. Never
was more notable the absence of a coherent national
plan designed to check forces inimical to the stablity
of the State, and to encourage the genuine forces ot
production and exchange in which national welfare
must rest. America made a god of unregulated
anarchy in private enterprise. This, she falsely
believed, was the only alternative to Socialism.
Both in her success and in her failure, 1n her dizzy
prosperity and in her cataclysmic depression, there
is an instructive lesson. Throughout the boom she
achieved, on a basis purely temporary, what
organised planning and Corporate institutions can
set on a permanent footing. The very energy of
American libertarianism is the best argument for
Fascist institutions.®

* America in the present effort under President Roosevelt has
entirely abandoned the old ‘‘ Libertarianism *’ and adopted much of
the policy advocated in this book. Although the President 1s vested
with dictatorial powers it is still doubtful whether he can overcome
the problems confronting him without the support of an organised
Fascist movement. The size and resources of America make the
problem immeasurably easier than in the case of European countries.
e may, thercfore, be largely successiul in applying a Fascist policy
without Fascism in America, whereas such a task would be 1mpossible
in face of our greater problems and more deeply entrenched interests
and conventons.
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" The task is not to find a middle way, but a new

way, to fashion a system in which competition and
individual enterprise on the one nand, and regu-

lation and general planning on the other, will be so

adjusted that the abuses of cach will be avoided and

the benefits of each retained. We need to con.
struct such a framework of law, custom, institutions
and planned guidance and direction, that the thrust
of wndividual effort and ambition can only operate
to tne general advantage. We may find a simile
for our task in the arch of a great bridge, so de-
signed that the stresses and strains of the separate
blocks which constitute  it—ecach pusming  and
thrusting  against the other—support the whole
Structure by the interaction of their reciprocal
pressure.”

The words are those of Sir Arthur Salter, a fore-
most product of the greatest Civil Service in the
world, experienced without equal in the organis-
ation of war and of peace. The sense of those
words 1is the finest description yet produced in
general terms of the structure of the Fascist State.
He has not yet reached that conclusion, but he
appears to have but a short road left to travel.
Possibly, like many others, he may for the present

be deterred from taking it by the fact that this great

structure of Corporate organisation can only rest
with certainty upon the iron reality of modern

political organisation.

Machinery of Protection

It remains to consider the administrative machin-

ery by which scientific Protection would be secured
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within the Corporate system. Under the original
New Party proposals® for scientific Protection, self-
governing areas of industry were to be constituted
for this purpose under organisations called Com-
modity Boards.

Such Commodity Boards were to advise the
Minister, with whom ultimate power must rest if
the authority of Government is not to be abrogated,
on the measures of Protection to be adopted.
Representation on the Commodity Board was to be
accorded primarily to workers and employers in the
industries seeking Protection ; secondarily, also,
to the industries affected by the Protective system
and also to the general consumers’ interests. Thus
within self-governing areas of industry directing
scientific Protection, we should not only have re-
presentation of producers’ interests, both for workers
and employers, but also of users’ interests and those
of the final consumer.

For instance, in the case of the Protection of an
industry such as steel, those who use steel as a raw
material for a further stage of production are
affected, and also the general public who consume
the final finished article.

In a scientific Protective system all these interests
must be harmonised if industrial peace and the
stability of the system are to be secured, together
with the interest of the nation as a whole. Also it
is necessary that the workers should be assured that
they will share in the fruits of Protection in the
shape of better wages and conditions ; they, too,
must therefore be represented on the organisation

1 <« A National Policy '* (Publisher: Macmillan, March, 1931).

S -
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governing the Protective system. The dual objective
of our Protective system, which is good wages and
low prices, would thus be ensured by the represent-
ationy of both workers and consumers in the Protec-
tive machinery. Scientific Protection would shelter
cficicnt industries catering for an enlarged home
market. By this system, Protection was to be lifted
out of the domain of Whitehall and the haphazard
functioning of ad hoc committees, into the sphere of
a permanently functioning machine of industrial
self-government which continually harmonised the
conflicting interests of the industrial system.

These Commodity Boards, cach of which was to
cover appropriate areas of interlocking industries,
were 1n turn to be represented on a National Plan-
ning Council which formed a more comprehensive
industrial synthesis, and whose purpose was to plan,
regulate and direct the general Protective system of
the country.

Such a system was, of course, an immature
adumbration, reached quite independently, of the
wider structure of a complete Corporate system. The
conception of Commodity Boards representing

- producers’ and users’ interests in industry, and those

of the general consuming public, can be quite
naturally transformed into the organs of the Corpor-
ate system. The Commodity Boards would be
comprised of the employers’ and workers’ organis-
ations forming the industrial Corporation, the full
tunctions of which have been described in an earlier
chapter ; to these would be added representatives of
consumers’ interests.

The same areas of industrial self-government in

- e
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matters such as wages, conditions of industry and
the general direction of regional industrial govern-
ment, would also logically cover the Protective
system which sheltered this area of industrial organ-
1sation.

In the more developed conceptions of the Fascist
Movement, consequently, the Corporations would
embrace all these varieties of function and would
find their national synthesis, not merely in a
Natonal Planning Council to deal with the Protect-
1Ive system, but in a National Corporation acting
directly under a Minister of Corporations which
would in practice amount to a parliament of
industry.

The function of the National Corporation would
be to plan, to regulate and to direct the whole
national economy, under the guidance of the
Minister, who himself would have to account for his
work 1n Parliament ; which, in the reconstructed
system, would be largely elected on an industrial
and occupational franchise.

The consequence of such organisation is not, as
in Socialist organisation, to submait industry to the
government of Whitehall, but rather to provide for
the self-government of industry, within a series of
self-governing areas or Corporations of industry,
which find thewr national unity in the National Cor-

poration, and thewr wltimate subordination and

relation to the national interest as a whole.

Within the sphere of the Corporate system would
fall the re-planning of our industrial organisation—
from detailed questions, dealt with by the various
industrial Corporations, to the general policy of
national economic development handled by the
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National Corporation.

In the National Corporation itself would be in-
volved and represented the major questions of
banking and financial policy, and their relation to
industry, which will be dealt with in a later chapter.

How otherwise can the transition from an old
parliamentary system to a modernised industrial
structure be undertaken? The opponents of this
conception must either resort to government from
Whitehall of the absolute Socialist variety, or revert
to the laisser-faire of the Victorian school. It is
manifestly absurd to claim that Parliament on the
present model, or ad hoc committees appointed by
that Parliament, can fulfil such a task. We must
either establish logical areas of industrial self-
government and planning, which are synthesised
in a national machine for the planning of general
national policy ; or we must drift from crisis to
crisis with the sporadic, ill-informed and tardy
effort of the Cabinet and Parliamentary system to
protect us.

What other escape has been suggested except the
Corporate or Fascist system The words “ national
planning,” first used by the New Party, have since
been subject to many vicissitudes. They have been
made hideous by every long-haired theorist who
shrinks from the hazardous and arduous corollary
of planning, which is action in modern political
organisation. How can the scientific re-planning
of national economics be reconciled with the control
of an old parliamentary system the membership of
which is recruited by competitive promises to pro-

duce in five minutes a new heaven on earth at the
taxpayers expense?
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Future organisation i1s a matter for t-echmgia.m?
with the ring kept free for the operation qf science
and organisation, by the universal authority ofﬂ an
organised and disciplined modern movement F'Ithat
is the real function and purpose of the politician 1n
the modern age. Thus can be achieved the great
necessity of steadily and systematically emereasing
the power to consume Gs science and raticnalisation
increase the power to produce. | |

Thus, and thus alone, can be ad}ustt’:.d the infinite
complexity of modern €conomic organisation to the
difficulties of political government. He who taiks

of planning within the limits oi the present parla-

mentary and political system either deludes himseli,
or physically shrinks from the eﬂ.ort'and the danger
of real and fundamental reorganisation.

At this stage nobody should attempt to describe
every detail of a system WhiCh‘ can only be achaieveda_
by experiment and that practical use of experience
which is the essence of Fascism. DBut we can at
least advance, in more than broad outline, a system
which by scientific Protection in return for indus:trial
efficiency (meaning good wages and low prices)
can insulate this country from the present world
chaos and can provide a permanently functioning
machinery for the raising of standards as tl}ls may
be justified by the march of science and the increase
of productive capacity. |

The adjustment of that insulated economy with
the rest of the world on which, after every measure
of internal reorganisation, we must depend to some
extent for supply of certan foodstufts and raw
material, will be discussed in the next chapter.

CHAPTER VII
The Export Trade

IN a previous chapter I have outlined a Corporate
structure of industry which, in a continually func-
tioning system, not only adjusts the difference of
interests 1n industry, but also provides machinery
for the general planning of our economic lhves
and for the raising of the standard of life. By
the same machinery, a flexible and scientific Pro-
tective system is devised by those engaged in industry
and cognisant with its facts, subject to the continual
check and safeguard of the industrial interests
affected, and also of consumers’ interests, so as to
maintain that machine in national equilibrium.

This plan, as already explained in detail, seeks
deliberately to insulate the economy of Britain from
the shock of present world conditions, and to raise
the standard of life in these islands far above the
world level, as the only practical means now avail-
able of finding an outlet for the vast productive
capacity of the modern industrial machine.

Wages, Production and Costs

We now reach, admittedly, the most difficult part
of the scheme, which is the adjustment of that
national economy with world economy. The intel-

higent critic will say, *“ Let us assume that you can,
Y14
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by your Corporate machinery, raise the standard of
life and the purchasing power of the people to a
point adequate to absorb the surplus production of
present industrial machinery in the home market ;
and that you can, by your Corporate system, so
regulate industrial conditions internally as to pre-
vent under-cutting in wages, which would lead to
the collapse of that structure. Even when you
have achieved this, you will still be faced by the
fact that we are more dependent than any other
nation on the markets of the world, and that it 1s
always necessary for us to maintain a large export
trade in order to pay for essential foodstufts and
raw materials which we cannot produce at home.
By raising wages and standards internally, you will
raise the cost of production, and thus will jeopardise
that export trade ; while even if that were not the
result of your internal measures, you still have to
show how you will maintain our essential export
trade in face of all the adverse factors which you
have already described, and which you have stressed
to a greater extent than any other political move-
ment.”

Such very legitimate and reasonable inquiry may
well be raised at this point. Our first answer, 1n
general terms, is that it is a mistake to assume that
the raising of internal standards will raise the cost
of production and thus will jeopardise our export
trade. It has already been pointed out that the
cost of production in rationalised modern industry
is determined, not nearly so much by the rate of
wages, as by the rate of production.

This is easily demonstrated. The process of
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rationalisation consists in replacing human labour
with mechanised processes. At each step new
machinery is installed, and expenditure out of
revenue for labour is replaced by expenditure,
mainly out of capital, for machinery. But, whereas
labour is only paid for when it 1s employed, the
machinery is a standing charge whether it 1s work-
ing or not. Thus the following schedule repre-
sents a possible costing schedule of a factory pro-

ducing 100 units of goods before and after a grven
measure of rationalisation : —

. — —

Before | After
Rationalisation. Rationalisation.

———r. = . - —_—— [ -
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Raw Materials : . 450 £50
Labour . , : . 20 I0
Heat, Light, Power : 6
Depreciation . : 6
Interest on Value of Plant, |

EtC- L | ] L L] 25

Total cost . . . 4,97

This table shows the possible effect, on the basis
of full output. The cost of producing the articles
concerned 1s reduced, by rationalisation, from L1
to about 19s. 5d. each; the labour element is reduced
from 20 to a little over 10 per cent.; the capital
cost 1s increased from 20 to 25 per cent., and there
arc small increases in the amount spent in deprecia-
tion and heat, light and power.

If, now, we assume that the factory goes on to
short time, and produces only 50 units of goods
instead of 100 units, the existing schedule would be
made up as follows: —

e . m _am » 3 2 e e pm
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After
Ranonalisation. Rationalisation.

Raw Materials . , £25 L2535
Labour 10 5

Heat, Light, Power , 3 3 125,
Depreaiation : : 3 3 125,
Interest on Value of Plant,
ctc. . . . . 20 25

L062 gs.

. Ll — = ke T

Total cost . . . 61 |

——— | = —— - —

A —_—— ————. - T— —

In this case the cost of production, instead of
being lowered by rationalisation, has actually been
increased from 24s. 5d. to 24s. 10id., the reason
being that in the latter case there is a larger element

of fixed charges to be spread over the reduced
output.

[n other words, although the measure of rational-
1sation was by no means a big one, the reduction
from tull to half-time operations raises the rational-
1sed costs by 28 per cent., as against 22 per cent. in
the case of non-rationalised costs. It 1s obvious
that the further the process is carried, the greater
will be the discrepancy ; and that, therefore, the
further rationalisation 1s carried, the more important
1s the operating rate and the less important the rate
of wages. Most industrialists are forced, by com-
petition, to sell their goods at prices based on the
cost of full, or almost full, production. 'The more
cffectively an industry is rationalised, the smaller is
the recession in demand needed to turn profit into
loss, and the more rapidly does that loss become
unmanageable. The more, therefore, that industry
is rationalised, the greater is the need for a stable
and established market ; and the greater, too, is the
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tolly of relying on the uncontrollable hazards of the
export trade.

The gentus of a Ford in America has already
proved that it is possible to pay the highest wages
in the world, and at the same time to put on the
market the cheapest article in the world. The
genius of a Morris at home has already travelled
far 1n the same direction. The limitation of the
Englishman was the absence of so large and so
assured a home market.  The real point is that, if
industry is given a large and assured home market,
which it can be given by the combination of scien-
tific Protection with the organisation of a higher
standard of life, it can work at full pressure, and by
s great vate of production can bring down cosis
cven if it has to pay high wages.

Anyone who has given serious attention to the
facts and fgures of mass-producing industry is
aware that it is scarcely an exaggeration to say that
granted a certain rate of production for an assured
market, the rate of wages becomes almost irrelevant,
Consequently, it 1s a proven fallacy to assume that
a high rate of wages 1n these islands need generally
raise the cost of production in our export trade. If
our industries are working at full blast on the safe
basis of an assured home market, they may even
be able to reduce production costs in an effort to
reach out for the capture of the world’s markets.

In fact, the measures we have suggested for
internal organisation should assist, rather than
handicap, our export trade. Each industry will be
exporting a surplus rather than the bulk of its pro-
duction. It will be able, even should its costs be
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high, to meet the terms and prices of its overseas
competitors. Like American industry in the past,
British industry will be assisted in disposing of its
export surplus, by the existence of a large home
market which enables it to increase the rate of
production, and consequently to lower its costs.

The Trade Balance

" But,” the objector will reply, ““ you previously
argued that foreign markets are closing against us,
whatever our cost of production, by reason of the
determination of foreign nations to bar our goods
trom their markets, which they desire to serve from
industries which they are themselves creating. How
do you get round the fact of local industrialisation
and abnormal competition, and all the other factors
which you have enumerated as undermining our
position 1n foreign markets?”

Here we reply frankly that of course our industry
must pass through a great transition from produc-
tion for foreign markets to production for the home
market. In our future economy 1t 18 very improb-
able that so large a proportion as 30 per cent. of
our total manufactured products could find an out-
let in world markets, nor is it necessarily desirable
that they should.

We must admit that the arbitrary and artificial
interference of foreign nations with the flow of trade
will probably confront us in any circumstances with
a dwindling volume of exports. To shirk this fact
is to be unrealistic, but the facing of the fact is no
occaston for despair. We have for so long been
taught by the Liberal-Labour school that the chief
criterion of British prosperity is the amount of goods
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we can send abroad for foreigners to consume, that

we are disposed to accept any reduction in our
export trade as a sign of ruin. This facile assump-
tion is made without any analysis of the facts and
hgures, and without any inquiry whether it 1s possi-
ble to transfer a large measure of our production
from an export to a home consumption basis, and
yet to maintain sufficient exports to buy essential
foodstufts and raw materials. Let us submit to the
test of statistics the belief that any threat to our ex-
port trade spells the ruin of this country. The
following figures show our imports over the past
four years, after allowing for goods re-exported
without further manufacture : —

L — a— - A—ar————— ———— ———a —— A = Hrs s, e —gm m nr m——n m— =P a r

} (In L mgllions.)

| )
| 1930. 1931. 1932, 1933.

f‘aﬁd, Drink & Tobacco li 451.36 396.57 357.78 328.51
Raw Materials . .| 212.08 147.32 140.88 154.70
Manufactures, etc. . .| 283.34 244.30 145.95 139.96
|

[ —} -

1

Miscellaneous 10.34 9.17 6.02 3.59
Totals .. o512 | w97.36 | 650.63 | 626.76

e s ———— e - —_— —— e — - — e A — e

We have paid for these imports by means of
goods exported, but the total of these is not enough
to mect the whole bill.  The deficiency in the past
three years has been as follows : —

1931 : . : , , £ 408 millions,
1932 : . : : : {287 '
1G32 : : : : : £ 264 s

For these amounts and for any foreign invest-
ments, we habitually pay through the “ invisible ”
items of the trading account. Foreigners paid us
£ 105 millions last year in excess of our payments
to them for shipping, insurance, banking and similar
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services.  In addition, some /155 millions was paid
last year to British investors by way of interest and
dividend on their investments in the Dominions and
Foreign countries. These items, as a general rule,
not only pay for our excess of imports over exports,
but leave a surplus available for further investment
abroad.

Ot our imports, the foodstuff and the raw mater-
1al group must be regarded as necessities, subject to
the considerations concerning Agricultural policy
advanced 1n the next section. A substantial pro-
portion of these are needed for re-export after man-
utacture; but the same, or greater quantities of the
same, or similar, materials will subsequently be
needed to keep industry running for the diversified
demands of the home market. It is impossible,
therefore, to make any allowance on this head ; on
the basis of 1930 figures, /675 millions must be set
down as the approximate value of our necessary
imports. On the basis of 1933 figures, the amount
(but little diminished in volume) 1s less than f500
millions.

This, then, 1s the necessary bill which must be
met cach year to serve the needs of our population
and of our maufacturing industrics. The actual
hgure 1s a fluctuating one ; but, as our investment
income fluctuates, broadly, in the same sense as
the price level of raw materials as do the payments
for shipping and other services, it 1s fairly safe
to estimate that some /250 millions of imports

will stll fall to be paid for out of the visible export

trade.
Even in 1933, we succeeded 1n finding a market

THE EXPORT TRADE 125

for /365 millions of our goods, as against /730
millions in 192¢. With rationalised and planned
producidon it scems unlikely that we could fail in
the future to find outlets for /250 millions, especially
as the Empire alone took /164 millions of our
cxperts in 1932. In fact, the statistics available
point to the remarkable conclusion that we could
nearly achieve a * balance of trade’ with our
present exports to the Empire alone, provided that
we excluded foreign manufactured goods from this
country.  If in addition we can produce even £ 100
millicns of foodstuffs in this country which we now
import from abroad we could secure our * balance
of trade ” within a self-contained Empire without

any dependence on foreign markets for our exports.
it will be seen from the next section on Agriculture
that it is the aim of Fascism to produce /200
millions of foodstuffs in this country which we now
import from abroad and we are confident that this
end can be secured.

It will be observed from this simple analysis of
available figures that we have a long way to go in
the diminution of export trade before this country
runs the danger of any inability to pay for essential
foodstufls and raw materials.

These figures and this argument are advanced,
not in any sense to indicate that we are prepared
to let our export trade slide ; but rather to combat
the slovenly and alarmist fallacies of the Inter-
national school, who have long concentrated the
attention of the nation exclusively on export trade,
to the detriment of all serious effort at National

reconstruction.
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Agriculture and A utarchy

It will be observed from the foregoing statistics
that we are very far from being unable to pay for
necessary foodstufts and raw materials once we

decide to exclude the manufactured goods from

abroad, the bulk of which can perfectly well be
manufactured 1n Britain. It 1s the settled policy
of Fascism to build a Britain as far as possible self-
contained and to exclude Foreign goods which can
be produced at home. If that policy was adopted
we should run little risk of an unfavourable trade
balance even if we lost the whole export trade with
the rest of the world, exclusive of the Empire to
which we supply at present [164 millions (1932
hgures) of exports per annum. But the great con-
ception of a Britain nearly self-contained and an
Empire entirely self-contained can certainly be
secured by the possible increase of British agricul-
tural production. At present we produce /280
millions of foodstuffs per annum in this country
and import /140 millions per annum from the
Dominions and /220 millions per annum from
Foreign countries. Fascism, under a three years
plan, would exclude Foreign foodstuffs and would
develop agricultural production to take its place.
Few competent judges will deny that it is pos-
sible nearly to double British agricultural production
once the conditions are created in which that
development can take place. Those conditions are
—an assured market at an economic price. The
farmer can be given an economic price ; (1) by the
elimination of the horde of unnecessary middlemen
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who 1ntervene between the farmer and the house-
wite to take their toll of both: (2) By raising the
purchasing power of the town population through
the universal increase in wages and salaries which
the Corporate system secures.  The power of Fascist
Government to eliminate profiteering in food and
to increase the market through the Corporate system
will overcome the present problem of an “ economic
price ’ for the farmer. The assured market can
only be given by excluding undercutting Foreign
competition. Both Tariffs and Quotas still permit
the Foreign goods to come in and consequently do
not benefit the farmer or permit the industry to be
stabilised. Tariffs tax the consumer and quotas
enable the foreigner to charge a higher price, but
neither benefit the British Farming industry whose
products are displaced. The salvation of Agri-
culture can only be achieved by the clear-cut policy
of exclusion.

Conservatism always rejects that policy because
it would admittedly affect the position of the
Foreign investor. Socialism rejects that policy
because 1t cuts clean across their International con-
cepttons and afhiliations. The Conservative Party
has long ceased to be a Party of the countryside and
has become a Party of the City of London dominated
by its great alien and International interests. The
City has advanced large loans to countries like the
Argentine which pays the interest on its loans by
the export of Beef to Britain  If the Beef is excluded
the interest i1s jeopardised and for this reason the
inactivity of the Conservative Party is very easily
understood Fascism alone combines a policy of
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national reconstruction, putting foremost the interest
of the British Producer, with a revolutionary
challenge to the alien and international interests of
High Finance to which the interest of the British
Producer has been ruthlessly sacrificed by all Parties
cf the State.

It 1s necessary for us to choose between the inter-
ests of those who have invested their money abroad
and the interests of those who have invested their
lives and money in the land of Great Britain.

Fascism alene has no hesitation in deciding in
i

favour of the Home Producer. We will ddiberately

create the conditions in which British Agriculture
can 1ncrease 1its production by [200 millions per
annum, if necessary, at the expense of the Foreign
investor. The future uses of British Finance will
be the equipment of British industry and not the
equipment of our forcign competitors against us.
Repercussions of this policy on our balance_ of
trade ” can be judged with sufhicient precision.
On the one hand, we shall be saved from the
necessity of importing some {200 millions of food-
stuffs.  On the other band, we must expect some
diminution of our income from Foreign 1nvest-
ments, which now amount to some f50 millions
per annum, exclusive of income from investments
within the Empire, which amount to some [105
millions per annum and would be unaffected by this
policy. Some of the income from Services we
render to the world, exclusive of the Empire, might
also be affected. But as many of these services are
highly specialised, such as Insurance, etc., for which
other nations are not similarly equipped, the loss
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under this head should not be very great. No
doubt exists that we stand to gain 1n our ‘‘ balance
of trade” from such development of our Agri-
culture, even if it involves some diminution of other
sources of income. It is clear that the “ balance of
trade”’ will be favourably affected by a [200
millions reduction in our imports of foodstuffs
which are replaced by Home production, even if
this reorganisation results in some slight reduction

tn the income of approximately £100 millions per
annum which we derive from services to or invest-
ments in foreign countries.*

* It 15 impossible to estimate with complete accuracy the Income
which we derive’ from Services to and Investments in Foreign,
countries, but the figure of [100 millions may be taken as approx-
imately accurate.

The capital values of Investments in Empire and Foreign countries
were /2,187 millions and £1,528 millions respectively in December
1930 (Sir Robert Kindersley, ‘‘ Economic Journal >, June, 1933).

The total income derived from Investments in Empire and Foreign
countries in 1933 was f155 millions (Board of Trade Journal,
22/2/1934). Figures are available with regard to the division between
Empire and Foreign countries of the capital sums involved in these
Investments, but not of the Income derived from them. If the
income from these Investments is divided in the same proportion
between Empire and Foreign countries as their capital value, it would
appear that we derive f91 millions from Empire Countries and £64
millions from Foreign countries. Since December 1930, when the
capital values given above were computed, however, considerable
defauit has taken place in countries outside the Empire. It is there-
tore fair to estimate that a larger proportion of the 1933 1ncome of
L155 millions is derived from Empire investments as opposed to
Foreign investments than is indicated by the capital values of 1930.
In fact, it should be safe to assume that our income from Investments
tn Foreign countries does not now exceed [50 millions per annuim.

Even less official data is available concerning the Income derived
from Services Rendered to Empire and Foreign countries respectively.
The total income derived from these sources in 1933 was /105 millions
(Board of Trade Journal, 22/2/34). It is a conservative estimate to
allocate half this income to Empire sources. In fact we should be
well within the mark in giving the total income derived from Invest.

ments 1n and Services Rendered to Foreign countries as 4 100 millions:
at the present time.




130 THE GREATER BRITAIN

The development of Agriculture considered in
conjunction with the analyses of figures given in the
preceding section indicate that Great Britain her-
self can approach very closely to the self-contained
or Autarchic ideal, while the conception of a self-
contained Empire 1s actually within our grasp.
Even without Agricultural development we can
necarly balance our trade within the Empire if we
exclude Foreign goods from these Islands. A real
policy of Agricultural revival can make that great
conception an accomplished fact.

But it will be argued that these imported food-
stufts are not paid for entirely from the interest on
Foreign loans or even by Services rendered to other
countries, but are partly paid for by the export of
manufactured articles. To that extent 1t 1s sug-
gested that our export trade will suffer if we do not
permit the entry of Foreign foodstuffs with which
Foreign countries pay for our manufactured exports.
But to a far greater extent the industries aftected
will benefit from the increase of the Home Market
consequent on the increased purchasing power of
the Farming population. If Agriculture nearly
doubles its production for a profitable market 1t will
also double its purchasing power for Farming, raw
materials and manufactured goods for normal use.
The net effect of this transaction is to transfer pur-
chasing power from Foreign farmers to the British
farming population. To the extent that markets
close abroad markets will open at home, and this
argument is strengthened by two further consider-
ations. In the first place, the whole supply of
British foodstuffs for the Home Market must be
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paid for by the products of British Industry, while
at present Foreign foodstuffs are largely paid for
by 1nterest on Foreign loans. In the second place,
British industry in supplying the new market
afforded by the Farming population will not have
to face the unfair foreign competitors which it has
to meet in the shape of cheap Japanese goods, etc.,
in such markets as the Argentine. So far from
British export trades, such as the cotton industry,
suftfering from the exclusion of foreign foodstuffs in
tavour of British products, they stand greatly to
benefit.  The only interest which stands to lose is
the alien finance of the City of London which has
been the most consistent enemy of the Home Pro-

ducer and the most constant threat to the stability
of the nation ever since the war.

" Autarchy ”

The policy at which we aim is Autarchy, or that
of the self-contained Nation and Empire, which I
described as ‘‘ Insulation ” in my speech of resig-
nation from the Labour Government in May 193o0.
It 1s based not on the economics of poverty but on
the economics of plenty. It recognises that modern
nations can produce almost any goods they require
with present machinery. Variations in production
costs between nations in modern conditions are

negligible in an age of potential plenty. The
problem 1s no longer whether the goods can be pro-
duced at the least possible cost, but whether they
can be produced at all. The confusion of our
present economy prevents their production owing
to the reduction of the standard of life and the
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diminution of the Home market consequent on the
anarchy of external and internal competition. To
cnable goods to be produced we must plan and
regulate the industrial area covered by our own race,
which is capable of supplying in abundance all the
goods we need. _
Once we can free our economic system from the
disruptive forces of world competition and can
release the full power of our own potential pro-
duction for a regulated Home market we can enjoy
a standard of life far higher than we have known in
the past without any dependence at all upon the
chaos of world markets. We must first free our
minds from the extraordinary illusion that inter-
national trade is necessarily more valuable than
national trade and that without foreign markets it
is impossible for this country to live with a high
standard of life. That illusion originates from the
poverty economics of the last century in which the
world could only produce with difficulty sufficient
for the maintenance of adequate life. Modern
science has altered the whole premise of the argu-
ment by changing our industrial system from a low
production to a high production system and thus
confronting us with a totally different problem.
Once this fact is grasped we are led inevitably to
the conclusion that we can only solve our problem
by finding a market for the goods we can produce
and we can only find that market within an Insu-
lated and planned system of National Autarchy.
Thus we aim deliberately at creating within the

Nation and the Empire a standard of civilisation so

high that it can absorb the production of modern
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industry. It is idle to hope that such a standard
can be attained if our civilisation is exposed to every
shock_ of world chaos ranging from subsidised
dumping to cheap oriental competition in the
foreign market and a wage-cutting dog-fight in the
Home market. The impossibility of carrying on
our highly developed industries under present con-
d:'_itions of world competition has been partly recog-
nised through the logic of facts by the Old Parties
since I first adumbrated the policy over four years
ago and 1t 1s reflected in the piece-meal legislation
of the present Government. It has been my con-
stant submission that we should develop the * Insu-
late:d. "’ Nation and Empire by conscious and
delilberate plan rather than by hurried Improvisation
as industry after industry is threatened with collapse.
We have it in our power to restore prosperity to
the countryside and there to revive the vital breed
o men on whom our past greatness has rested.
'W s }mve it 1n our power also to build an industrial
Flwhgation incomparably higher than has yet existed
in this country within an area under the control of
our own race which will be an example and an

inspiration to the rest of the world. We have the
Power, but Fascism alone has the Will.

Export Trade assisted by Corporate Organisation
Trade agreements with the Empire will be
assisted under “Autarchy” by the Corporate System
owing to the unification of industrial buying and
selling organisation. Corporate organisation will
stmilarly assist our Export Trade to hold their own
in world markets during the period of transition
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to Autarchy.

We have already examined the general effect

of internal reconstruction on export trade ; by in-

creasing the home market, and consequently
increasing the rate of production to serve that
market, it would assist rather than handicap export
trade in its struggle for foreign markets. Certain
further advantages of a Corporate system 1n relation
to export trade must now be examined.

The whole structure of a Corporate organisation
involves a greater degree of industrial unity, and
consequently facilitates the pooling of resources and
the strengthening of our hands in the struggle for
foreign markets ; such arrangements as centralised
selling organisations, which have been widely
canvassed and in part adopted, even within the
limits of our present inchoate system, are an obvious
means of attack.

In the intensified struggle for markets, British
industrialists are constantly driven to reduce over-
heads and to pool resources and to combine for
selling arrangements in foreign markets. That ten-
dency the Corporate machine would naturally
consolidate. Further, directly areas of productive
industry can begin to speak with one voice, national
bargaining on their behalf becomes far more pract-
icable and much more effective, It is then possible
for the nation to use, on behalf of British export
trade, the immense leverage of our foreign pur-
chases of foodstuffs and raw materials.

The Big buyer has a great advantage as a seller
if he is organised to use as a seller his power as a
buyer. As we tend more and more, under the
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Corporate system, to unify and to consolidate both
our purchases and our sales, so we can use the power
of the buyer to promote the interests of the seller.
We can adopt as our trade motto ; “ Britain buys
from those who buy from Britain.” The trans-
lation of that slogan into the practicat machinery
ot the Corporate system would give us enormous
power to force our manufactured products into
markets which are now closed against us. Several
great countries are dependent to a large degree on
our purchases of their foodstuffs and raw materials.
In the present condition of over-production in rel-
ation to effective demand by all the primary
producing countries, they could not contemplate the
transter of these purchases elsewhere without the
approach of ruin. Economically, such countries
are at our mercy once we learn to use our great
power as a buyer. The barbed-wire entanglements
which confront British products 1n their entry to
foreign markets can be blown away by the powerful
artillery of Corporate organisation.

From the adoption of the Corporate system will
grow that industrial and economic unity, both in
our buying and 1n our selling arrangements abroad,
which for the first time will make effective the
bargaining strength of the greatest buying nation
in the world. That strength we shall use Vigor-
ously in the markets of the world during the
transition to autarchy. In every sphere emerges
with ever more compelling necessity the urgency
of substituting the organisation and the unity of
the Corporate System for the chaos of a system

which is not organised as a planned and directed
economic entity.




CHAPTER VIII

The Empire

IN the previous chapter on the Export Trade our
aim of building a self-contained or Autarchic
Empire was outlined.

Here the ground is already prepared, not only
by kinship, but by economic conierence over a
long period which the timidity of statesmanship
has hitherto failed to translate into an effective and
comprehensive Imperial policy. Further, national
economic conditions assist trade relations between
the Mother country and the Empire.  Great
Britain is primarily a producer of manufactured
products, and the remaining countries of the Empire
are still primarily producers of foodstufts and raw
materials. A natural balance of exchange exists
which could and should be exploited.

It is not suggested that countries such as the
Dominions will be prepared to close down their
nascent industries for our benefit, but it is suggest-
ed that in the realm of future development, inter-
Imperial planning can arrange, by a variety of
methods, for production in the various parts of the
Empire according to suitability for production. In
fact, by general agreement on economic policy
among the Governments concerned, the future of
the Empire can proceed on some form of pre-

determined plan.
136
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To this end, we believe it 1s of the utmost import-
ance that the Dominions should constitute with
us a permanently functioning machinery of econ-
omic consultation and planning in place of hap-
hazard and occasional conferences. We shall
invite them for this purpose to send representatives
to our Second Chamber of Specialists which can
advise both British and Empire Governments in the
formulation of an Imperial plan. No effort should
be spared to weld together by consent into a great
cconomic entity the largest and most economically
self-contained area in the world, bound together as
it 15 by a common loyalty to the Crown.

[f this can be achieved, we are indeed on the high
road to an insulated system which could be immune
from the chaos of present world conditions. No
matter what happened in the rest of the world, this
oreat structure of economic and political interests
could weather the storm. The more we examine
the potentialities of Empire and the present tend-
encies of trade the more practical and imminent
appears the great ideal of a self-contained or Aut-
archic Empire ; already we have travelled far in that
direction, and can approach to that conception more
rapidly than most people imagine.

The examination of figures in the preceding
chapter has shown how much of our export trade
is already safe if we can even preserve and stabilise
our Imperial trade. Some 44 per cent of our
present export trade goes to Imperial markets.
Those markets have been, and can be again, the
most rapidly expanding in the world. In natural
resources and potentialities 1t dwarfs even the vast
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power of the United States. It would be folly not
to seize every opportunity to advance its develop-
ment. In this case, of course, we are dealing with
an area not entirely under the control of the British
Government, in which the susceptibilities and pre-
concepuions of different Governments have to be
considered very carefully. We shall never seek in
any way to interfere with the right of the Dominions
to choose their own methods of Government and
develop their own policies. That right will be as
caretully preserved as the complete autonomy of
other Fascist Movements in the Dominions with
which we are related and which now develop rapidly
throughout the Empire,

In weaving the fabric of Imperial unity, we must
be prepared to employ an infinite variety and flexi-
bility of method and approach. Before the actual
stage 1s reached of grappling with the administrative
problem, we can only declare our goal of economic
unity within  the Empire, and our unyielding
opposition to that curious school of thought which
would prefer economic alliance with any foreign
country rather than with a member of our own
Empire.

In general, our policy would be to transfer
immediately our purchases of necessary foodstuffs
and of raw materials from countries which at
present aftord us little or no market in return, to
Empire countries which afford us a large market
in return. It 1s clear to us in the development of
a Britain and Empire policy that it is necessary to
face at once, with clear cut determination the import
of goods from foreign countries, such as beef from
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“the Argentine, which represent interest payments

on foreign loans rather than payment for our
exports. Such goods evoke no British exports 1n
return and benefit only the foreign investor to the
detriment of British industries such as Agriculture
whose products they displace. These goods would
be the first object of our exclusion policy, together
with the goods of foreign countries which provide
no adequate market for British goods in return.

Purchases from such countries would be replaced

either by greater British production or by purchases
from the Empire in return for a greater market for
our goods.

An examination of purchases and of sales to all
countries of the world would show a very consider-
able margin of purchase existed from countries
which take in return no corresponding amount of
British manufactured products. In such cases, pus-
chases could be transferred to Empire countries with
advantage at a very early stage. | |

In the development of Empire economic unity,
the existence of a Corporate State 1n Great Brltgm
would be of the greatest value. Again, the unity
and solidarity of industrial organisation under the
Corporate system, the natural tendency to peol and
to centralise both buying and selling arrangements
the ability of large regions of industri_al organisation
to speak with one voice would facilitate the repre-
sentation of British industry by government in deal-
ing with the Dominions. Als‘o, 'if t}lf: Corporate
system succeeded in Great Britain, 1t _Would un-
doubtedly be reproduced in the Dominions, like

other of our successful institutions; and in an
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Empire of Corporate organisations dealing direct
with each other no limits could be set on the extent
or the rapidity of future development,

INDIA

The problem of India presents a record of muddle
and betrayal. All the old parties are equally guilty
of this surrender. We challenge them all whether
they accept this “ White Paper ” of the White Flag
or disturb the slumber of Conservative conferences
with minor amendments. Fuascist policy is clear
cut. We have a right to stay in India and we
intend to stay there. We have more than a right ;
we have a duty to stay there. We have a right
because modern India owes everything to British
rule.  Irrigation, rallways, schools, universities,
hospitals, tmpartial justice, every amenity which
makes modern life possible for any section of the
inhabitants of India was conferred by the energy of
British Government.

These achievements are denounced by a tiny
majority of professional agitators as alien rule. The
forefathers of those who thus denounce us descended
on India in successive waves of Northern cohquerors.
They brought not the constructive and beneficient
achievements of British rule but the atrocities and
rapine of the conqueror to the original inhabitants
of India whom they practically obliterated. There-
fore our historic right to be in India is the same as
the historic right of all our predecessors ; the power
of original conquest. The difference is that we
have used that power for the purposes of humanity
and construction and not for purposes of oppression

——Cd R, T E—
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and destruction. Thus we claim the same historic
right to be in India as those “ Indians ” who de-
nounce us with a difference that our right is forti-
fied by the humane spirit and constructive achieve-
ment of the modern world.

A consideration of our duty 1s equally clear.
India 1s not one nation but many nations ; not one
community but many communities. Over 250 differ-
ent languages and dialects are spoken by the peoples
of that sub-continent, and few of them can under-
stand each other unless they have learned to speak
English. Internally India 1s rent by communal
differences, which in the absence of British control
lead directly to massacre and crime. Externally
and even within her borders India is menaced in
the north by war-like tribes only too willing to
repeat the long record of Indian history by a destruc-
tive descent on the softer peoples of the Southern
Sun.

Any withdrawal of British authority can only
result in wide-spread destruction of life accompanied
by unthinkable atrocities and ending in a relapse
into barbarism. In such conditions the duty of
Britain is as clear as her right ; that duty s 2o
remain and to govern.

Thus we challenge fundamentally the premise of
all the old parties of the State which contemplates
by varying stages and degrees the surrender of
British authority. Under Fascism, law and order
will be vigorously maintained by British Govern-
ment.  Authority in administration will not be
diminished but increased. For that authority is
necessary to solve the real problem of India, which
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1s economic. In the past Britain’s contribution to
Indian development has been largely economic
achievement. In recent times that work has slowed
up by reason of the political struggle. The bene-
ficient power of British Government has been largely
abdicated in favour of one small class of Indians
whose treatment of the Indian masses, socially and
cconomically, in private life and in factory, com-
pares most unfavourably with British treatment.
We have failed to promote the development of
Indian agriculture and village industry in place of
the herding together of the Indian masses in virtual
slavery in the new industrial cities, the chief object
of which is to undercut Lancashire goods with
cheap labour for the benefit of International Capital.

British Government has been too busy answering
the lawyers’ points of professional politicians to get
on with the j0b. Economic construction in India
depends absolutely on strong government. At
every point it 1s held up by religious superstition
and custom. The fertile Indian plain 1s cultivated
by archaic wooden implements because the heredi-
tary land system maintains as sacred the Jandmarks
ot the individual cultivator. Steam ploughs are
needed to cut through the Indian plains and pro-
duce fertility, but they would also cut through a
tangle of hereditary landowning interests, and pro-
duce prejudice and agitation which the present
British government would not dare to face.

At every turn the economic reformer is inhibited
by religious custom and convention which condemn
an 1illiterate and superstition-ridden population to
direst poverty. The conquerors of the past broke

THE EMPIRE 143

the 1dols, looted the temples and enslaved the
population. Britain will preserve inviolate and

intact the sacred realities of Indian religion but will

override custom and convention where it is neces-

sary to release the people from poverty. Such
reorganisation demands not weaker but stronger
government. It means that government must
cease to argue with lawyers and must enlist the
services of economic technicians.

Here lies the real outlet for the energies of
patriotic and educated Indians in constructive
economic works and in overcoming by an enlight-
ened propaganda the forbidding prejudices of their
less educated countrymen. In fact the energies of
India as the energies of Britain must be transferred
from the political sphere of talk to the economic
sphere of action. If India must look to the West
in place of developing her own traditional culture,
let her at least acquire not the old clothes but the
new clothes of the West.

Let us end this ridiculous conspiracy of English
and Indian lawyers to foist on unfortunate Indians
western parliamentary institutions at the very
moment that the West discard them.  A¢ the
moment when every advanced nation in Europe
is turning from the old parliamentary institutions
in order to live and to prosper in a scientific age,
our little professional talkers of both nations try
to persuade all Indians who can understand their
arguments to adopt a proved falure.

What a sorry end to the great record of Britain
in India to sell them, as the price of our surrender,
this old broken down machine, just as we discard
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it. That would indeed be an act of treachery for
which future generations of Indians would bitterly
hold us responsible. We pay the new generation
of India the tribute of believing that their new minds
will not so easily be deluded. We invite them to
join us in building in India a corporate system as
we build it in Britain. That system is far more
sutted to Indian history and tradition than the
western parliamentary system even at its zenith.
In the countryside it will rest on the Village Pan-
chayat in an election of universal franchise in which
all Indians, literate or illiterate will be represented.
Thus the voice of India will not be confined as
under the White Paper proposals to a tiny literate
class but will include the vast masses of the Indian
population. From that basis we will build suyc-
cessive niers of Indian representation until the voice
of India is heard in the inner councils of govern-
MENL.

In the towns, representation will rest on both
an occupational and communal basis, and again the
voice of the industrial minority of India will be
heard and represented. The co-operation of all
Indians capable of serving their country will be
sought in the great work of economic regeneration.

With such assistance strong government can cut
through the labyrinth of interests to an immense
increase in the standard of life. The grip of the
moneylender who holds down the peasant will be
broken and agricultural banks will replace his
power. Co-operative marketing will follow ex-
tended irrigation in the sale of preduce increased by
modern methods of production. The science of
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the West will be linked with the spiritual urge of
the East in building an India released from the
present horrors of poverty and suffering.

In no country in the world is it more urgently
necessary to establish the reality of economic liberty
in place of the illusion of political liberty, The
strong hand must be not negative but positive.
Fascism alone can release the Indian masses from
the grinding slavery which they suffer today.
Nothing but the will of man is necessary to raise
India from the depths to the heights.  In Fascism
the will of man, proudly conscious of the past and
facing the future with an iron determination to rise
to greater heights, will bring to India a peace and a
prosperity within which she may pursue with a new
tranquility, her age-old mission of the Spirit from
which the West still has so much to learn.

CoLon1Egs

The Colonies would, of course, be comprised
within the scope of Empire development as a unit.
Foreign goods would be excluded from them with
immediate and substantial benefit to British export
industries. The Colonies owe everything to Britain
and 1t 1s only right that they should make in return
the contribution of trade concessions in a compre-
hensive Imperial plan. This does not mean that
the native populations of those Colonies would be
exploited for our ends. On the contrary, the
regulation and planning of a Corporate Empire
would prevent the exploitation of these populations
which at present is in process. If we do not develop
the backward areas of the Empire by deliberate and
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systernatic plan ; they will be developed in the
chaos of uncontrolled private enterprise.  Capital
other than British will often jostle for their develop-
ment and exploitation, with all the dangerous
possibility of exploiting backward labour which the
arrival of mass-production methods has created.
T'he chaos of unregulated exploitation of cheap
labour may invade the Empire as much as other
regions of the world if the development is not
subject to a systematic plan. |

In the interests of the native population, as well
as 1n the interests of the white standard of life, it
1s essential that the Colonies should be developed
on Imperial plan. Much loose sentimentalism is
poured cut by those who in theory would hand over
the carth to backward races in political self-govern-
ment, but who in practice leave them an economic
prey to predatory and alien capitalism. We will
certainly pursue the steady course of British Colon-
1al practice, which secks by every means to raise
native pcpulations to 2 higher standard of life ; but
we will not pursue the illusion that great and pro-
ductive areas of the world should be kept as a close
preserve for races who are unable or unwilling to
develop them.

It that theory had been accepted and applied
in the past, the great American continent would
to-day be a hunting ground for nomadic tribes of
Red Indians, with its vast resources untapped by
science for the benefit of the world. The age of
sentiment has gone too far, and is producing its
own logical absurdities. The earth can and will

be developed by the races fitted for that task, and

ourselves would be very disastrous.

[ d
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chief among such races we are not afraid to number
our own,

THE EMPIRE AND WoRLD PrACE

In the foregoing section we have envisaged the
development of Empire to a point where it becomes
an cconomic entity which is Autarchic or self-
contained. Some will see in any such conception
a menace to world peace. They assume that a
highly-organised Empire must be jingoistic and
must pursuc a policy of old-fashioned and aggres-
sive Imperialism.

In fact, we claim that the economic organisation
of Empire will lead to results precisely the reverse.
It i1s true that such highly developed organisation
would place in the hands of this Empire, and in
the hands of those directing its destinies, an enor-
mous power. It is equally true that any develop-
ment of science or organisation puts greater power
in the hands of man, which he may use for good
or bad purposes. Give a man charge of a steam
roller, and you equip him with great power. He
may use that power to build a road or to knock
down a house. The possibility of a man being so
mad as to use that power for the latter purpose does
not provide a conclusive argument against the use

of steam rollers.

It 1s true that if those controlling an economically

organised British Empire, and the nations support-
ing them, were mad or bad enough to use that
power for destructive rather than for constructive

purposes, the consequences to the world and to
But the possi-
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bility of the whole British race going mad is not
really a reason for continuing to labeur‘ in the
chaos of present organisation and economics. In
fact, a British Empire powerfully organised as an
economic entity would be a factor on the side of
world peace and stability rather than the reverse.
The first race which puts its own house in order
will lead, by force of the example which is worth
so much persuasion, to other nations doing the
same. If all went mad, the fact that other nations
followed our lead might result in the highly organ-
ised and belligerent commercial rivalries which our
pacifists foresee.

On the other hand, it is fair to assume that the
same spirit of reason, science and serious construc-
tive effort which is necessary to the construction of
such economic organisations would still be employed
in external relations when that internal construction
was complete. In that event, the existence of such
oreat Corporate organisations throughout the WOI:ld
would enable for the first time the economic affairs
of mankind to be subject to world rationalisation.

It would be possible to end the anarch.istic
struggle for markets of an unorgani§ed capitalism,
leading again, as it has often done 1n the past, to
the entanglement of governments in the commercial
rivalries of their nationals. In place of that explo-
sive chaos, rational discussion of the world €CONOMmIC
problems would supervene. Nations which, in
their internal organisation, were largely self-
contained would find it a comparatively smaller
problem to settle the allocation o_f the {elativcly
small remaining area of raw materials which were
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subject to international competition, and the com-
paratively small remaining area of international
markets which were subject to the intensive compet-
itive struggle for those markets.

The iron realism of Fascist government in several
great countries which have struggled through the
collapse of their political systems to the construction
of Corporate organisations, would hardly be likely
to wreck the world in a Gadarene plunge to world
war and suicide. Rather, confronted by similar
orgamisations 1in political character and govern-
ment, they would settle down together in a practical
and business-like way to solve whatever problems
still led to international friction. The areas of fric-
tion would themselves be greatly reduced by the
preliminary achievement of largely self-contained
national organisations.

" What a strange economic process!”” our objec-
tor may retort.  In fact, your method of settling
international trade is largely to eliminate it.”

Once again we must tell him that he is still
gripped by the school of poverty economics ; that
to-day the problem is not how to eke out the
exiguous resources of mankind by a free flow of
the thin trickle of international trade : rather the
problem of to-day is to release within each nation
the vast resources of modern industrial production.
Thereby we shall approach as near as possible in
organisation to the self-contained, and will with-
draw in large degree from the mad scramble to
dump surplus production on the markets of the

world, which will then find an outlet in the home
market,
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If our objectors must persist in their poverty
economics of the last century, let them 1n practice

continue for the next ten years, as they have in
the last, constant and humble attendants at inter-

national conferences, begging an 1mpoverished
world to throw a few pennyworth of concessions
into the outstretched palm of a down-and-out
Britain.

For our own part, we prefer the eftort of seli-help
and of national reorganisation, which at a later
date will lead to Britain’s reappearance in the
conclaves of the nations, not as a supplicant, but
as a world leader.

CHAPTER IX
Hascism and its Neighbouars

Our foreign policy should also be the subject of
a beok in itself, but the main principles may here
be stated very briefly.

The measures of national reconstruction already
described involve automatically a change in our
foreign policy.  We should be less prone to anxious
interference in everybody else’s affairs, and more
concentrated on the resources of our own country
and Empire.  Wherever opportunity arose for
furthering the interests of British trade, we should
seize that chance, and to that end would reorganise
the Diplomatic and Consular Service. Henceforth
their activities would be more directed to practical
commercial questions, and less to the tangled skein
of Eurcpean politics and animosities. The mere fact
of our international concentration would tend to
relicve us from some of our anxiety over, and par-
ticipation in, the troubles and turmoils of the Con-
tinent.

This does not by any means imply that we
would withdraw from the world scene and not
exert ourselves 1n the cause of World Peace. We
would certainly use all existing machinery to that
end, including the machinery of the League of

Nations.  We do not believe that this machinery,
151
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as at present constituted, is effective.  But the
Hascist method 1s not to destroy, but to use and trans-
form existing machinery for different ends.

It must never be forgotten that the League of
Nations is a piece of machinery, and not 2 human
cntity.  Like other machines, it is subject to the
will of those who operate it. Hitherto the drivers
of that machine have driven it in a direction, and
worked it in a way, which we consider to be
usually futile and often dangerous ; but, as realists,
we are not prepared on that account to seck the
destruction of the machine. Rather we seek, by
difterent methods and direction, to use it for differ-
ent purposes. Above all, in the deliberations of
that body and in other international affairs, we
should call a halt to the flabby surrender of every
British interest which has characterised the past
decade, and has reduced this nation to the position
of a meddlesome old-lady holding the baby for the
world.  We should seck peace and conciliation with
cvery nation, but we do not believe that every bad
debt of mankind should be liquidated with a cheque
signed by Britain.

The future of European peace must depend on
the co-operation of the Great Powers. To this end
1t 1s of importance that the Great Powers should be
of like mind. The existence of Fascist Governments
in ail great countries is the surest guarantee of
European Peace. In the first place, they will be
composed of men who know what war means from
experience of the last war and are, consequently,
determined to prevent a recurrence of that cat-
astrophe. In the second place, they will be indis-
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solubly united by their determination to prevent a
catastrophe which can only lead to the triumph of
their common enemy, Communism. A quarrel
between Fascist Governments would be a betrayal
of our cause to the enemy and any Fascist contem-
plating war is a traitor to Fascism as well as to
humanity. Fascist Governments united in the great
Brotherhood of Fascism could and should build the
enduring peace of Europe on a stable basts.

It 1s necessary to reconstruct the League of -
Nations in accord with the requirements of reality,
which predicate the effective Leadership of the Great
Powers. To deny that Leadership is to deny both
the spiritual and material realities of modern
Europe. Yet it has been denied in the present
procedure of the League where a host of small
Powers and interests in the final frenzy of dem-
ocratic  ideology have been permitted to paralyse
effective action. The effective Leadership of the
Great Powers must be established within a re-
constituted Leaguce of Nations in which the small
Powers will have effective representation, but will
not be able to obstruct the necessary measures of
European reconstruction.

[t will be the task of Fascist Europe to eliminate
the risk of war by removing the causes of war. The
economic causes of war, which are by far the most
powerful factors in that disaster, will be reduced to
the vanishing point by the policy already described
in the previous chapter. It will be necessary further
to revise at least economic boundaries which have
constituted uneconomic units in Europe with a
constant tendency to disturb the peace. All nations
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also must be grénted adequate supplies of raw mat-
erials and a full opportunity to build an economic
life of their own. This will not be difficult in a
world which 1s preducing a super-abundance of raw
materials and 1s vainly secking a market for them.
In this respect, as in many others, the problems of
plenty are easier of soluticn than the problems of
poverty once the will and the power is present to
grapple with them. That will and power can only
come frem a Fascist Europe united by the Brother-
hood of Fascism and the common determination to
preserve and to elevate European culture in 2
higher and greater world morality.

ARMAMENTS.

Disarmament has so far proved impracticable
owing to the sense of universal insecurity which a
Fascist Europe alone can overcome. INations have
been divided by different psychologies and methods,
and stiil more by commercial rivalries and memories
of that * triumph 7 of Democratic statesmanship,
the Peace of 1918, Under Fascism the outlock of
the new Iuropean generation will be expressed in
a closer synthesis of nations, commercial rivalries
wiil be diminished and controlled and legacies of
the unhappy past will be buried in a united effort
of new LEuropean culture to build a new civilisation.
The sense of insecurity will be removed with the
reasons for insecurity and Disarmament will become
for the first time a practical proposition. Disarm-
ament which is universal and proportionate leaves

the relative strength of nations the same and in-
creases their real security.

.....
.....
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It is true that nations can still fight whether
armed or unarmed and that in the event of Disarm-
ament the best equipped nations have the advantage
if war should occur. But this consideration should
not unculy disturb a nation with leading chemical
industries, the largest merchant fleet in the world
and a pre-cminent aptitude for the Air which, under
Fascism, would be developed into a leading place.
Disarmament itself is no guarantee of peace. For

that we must rely on an entirely new psychology and |

we may well ask where Furope can discoxffzr that
new psychology except in Fascism. But Disarma-
ment, if universal, is a definite step towards Peace
and we should strenuously strive to secure it both as
a contribution to Peace and as a relief from a heavy
and unproductive burden. We should, therefore,
be prepared to take the lead in Disarmament pro-
posals, provided they were universal, and not con-
fined to this country. But we would not consent to
1 unilateral reduction which would render Britain
helpless in the menacing dangers of the present
world ; a crime of which all the Old Parties have
been guilty.

On the other hand, with the best possible expert
advice we would radically overhaul our present
system of defence. It is a strange mind which
meticulously contends for exact parity in every na}ral
category with a friendly power like America, Whm_h
is more than three thousand miles away, but 1s
willing to accept a two-and-a-half to one inferiority
in the Air from another friendly power which 1s
only twenty miles away. We would submit to the
analysis of scientific examination, rather than to
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sentiment, the whole question of Imperial defence,
which we believe to-day to be guided by vested inter-
est and tradition as much as by the ascertained re-
quirements of defence in modern conditions.

The arrival of the Air factor has altered funda-
mentally the position of these Islands, and the con-
sequences of that factor have never yet been realised
by the older generation of politicians. We will
immediately raise the air strength of Britain to the
level of the strongest power in Europe. Successive
governments have criminally weakened our air force
and exposed this country to the gravest danger. 1|
have never ceased to attack this mad policy since the
war and under Fascism it will immediately be
revised. While the armaments of other powers per-
sist, we must be able to defend ourselves both in the
air and on the sea. There is no greater danger to
the nation than defences strong enough to invite
attack, but too weak to resist it. Socialists have
advocated complete unilateral disarmament which
would leave us at the mercy of an armed world.
Conservatives have pursued the, if possible, more
dangerous policy of pretending to maintain arma-
ments which, in fact, were 1ll-equipped or inad-
cquate. The country has been lulled into a false
sense of security to tolerate a policy which it would
never have accepted if it had been appraised of the
facts. We will certainly seek peace and Disarma-
ment and we will secure these great blessings for
mankind in the Fascist Europe of the future. Mean-
while, we must save Britain from the ignoble and

defenceless position to which the treachery of the
Old Parties has reduced her.
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In such a study as this, covering much ground
that is entirely novel and demanding space for that
purpose, it is impossible to deal with world policy
in terms other than the general. o

in general, we would seek peace and conczha_tmn,,
and are prepared to take the lead _in these subjects.
Too long has Britain, even in this sphere, been a
hesitant attendant on other nations.

Our main policy quite frankly is a Eolicy _Gf
“ Britain First 7, but our very preoccupation with
internal reconstruction is some guarantee that at le_ast
we shall never pursue the folly of an aggressive
Imperialism. It will never be necessary to Stlﬂ_llﬂ.atf:
the steady temper of Britain in the task of rebml_dmg
our own country by appeals to flamboyant patwnal
sentiment in foreign affairs. We shall mmtd our
own business, but we will help in the organisation
of world peace, as part of that business.

B N R,




CHAPTER X

Finance, Industry and Science

T'uE disastrous efiects of a financial system unre-
lated to national policy, and indifferent to a national
econoric plan, were examined at the conclusion of
our cconomic analysis.  The problem of cur finan-

cial system remains one of the most difficult and
delicate with which the nation i1s faced. On the one
hand, that financial system, in the services which it
supplies to the world, is a source of wealth and of
revenue to the nation. A traditional and almost
hereditary skill has been acquired over generations
in the City of London, which enables it to carry on
a highly complicated business which no other coun-
try has mastered. Only a fool would be anxious
to rush in from outside with rough-and-ready meas-
ures of interference with a machinery so delicate.
On the other hand, 1t must be recognised that, 1n
recent years, many activities of the City of London
have been disastrous to the interests of the nation.

In particular, they have shaken to the founda-

tions the great producers’ interests on which the
strength and stability of the nation must ultimately

rest, and the depression of which to-day 1s involving

even the City in the national loss. In every
struggle between producer and financial interest in
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recent years, the latter power has been triumphant
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to the detriment of the national interest. In fact,
we have within the nation a power, largely con-
trolled by alien elements, which arrogates to itself
a power above the State, and has used that influence
to drive flaccid governments of all political parties
along the high road to national disaster. No S'{:ate
can tolerate within its body the irresponsible
superiority of such a power, nor the policy inimical
to every productive interest which 1t has pursued.
Not only has this been the case, but 1t must 315.0
be admitted that financial leadership 1n the City 1s
markedly at a discount. Our Banking system .is
based on mammoth moncy-lencing concerns, 1n
which the aspiring employee’s biggest responsibil@ty
lies in permitting or refusing minor overdraits.
From positions as Branch Managers, Wiﬁth no con-
ception beyond that of detail and no vision bey(_‘md
the cash-counter, men are promoted to responsible
head-office appointments in which they handle wide
aspects of the nation’s financia: policy. A man may
be excellently equipped to decide whether Jones,
Brown & Company shall be allowed an extended
sanction for a further three imonths ; but this very
capacity suggests that he is unfitted for dealing with
major 1ssucs. |
Superimposed upon the head-office stgff, which
is the nearest thing to a responsible banking organ,
each of the joint stock banks supports a board of
directors elected almost entirely for their ornamental
qualities. | |
Unfortunately, such a system contrﬂ?utes 11tt1_c to
the building up of a constructive financial organism.
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The publication of the Macmillan Report disclosed
the fact that our banks had advanced to the mo-ncy
and stock markets a volume of credit as great as
t!1€ W_hole amount advanced tc the cotton, wool
silk, linen, jute, iron, steel, shipbuilding and cnginf
cering trades. They were supporting speculation,
f:md short-term lending abroad, rather than assisting
in the constructive work for which the financial
system 1s primarily intended.

Their policy, if policy it can be called, severely
dainggﬁd the country’s great producing interests.
Yet it is upon production that, in the last analysis,

our stability must rest. Even now, when bankers
can borrow at a half of 1 per cent., and money 1s

treely said to be “ unusable,” “ abundant,” “ plenti-
fu;l, a drug on the market,” industrialists must
still pay 5 per cent. for their overdrafts. Even now

the _neccssity for financial support of industry 1s not
realised.

rinance chose the path of least resistance and of
casiest reward by lending at high interest to Central
Europe.  Such a course promised large profits at
an ecarly date, and the City could not see the effects

Of the nﬁglue_ct of British industry. The bankers
did not realise that they were setting industry in

competition with almost insolvent foreign borrowers,

who Woul.d promise uneconomic interest rather
than go without support. |

It 1s probable that the bankers would now recog-
nise the fundamental error of their late proceedings.
They acted inimically towards productive industry,
and _they were themselves involved in the cataclysm.
Their interests, they now have every reason to
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realise, are identical—if properly considered—with
those of the State.

it is different when we consider the Bank of
England, and the power of the private banking
houses. Here we are dealing with a great tradition
of public activity, founded on a policy eminently
suited to the nineteenth-century economics, of
poverty. During that period foreign lending
assumed an enormous importance, through the
necessity for consolidating our position and assuring
our supplies of materials. Now all raw materials
are superabundant ; the necessity 1s no longer so
vital. But the power of the great private bankers
continues undiminished.

Through these houses was conducted the bulk of
our foreign lending in the past. One need only
instance the South American flotations of the house
of Rothschild to realise how enormous was their
scope. For this purpose a huge connection must
be built up, internationally as well as at home, and
the organisation soon became very efficient, but also
very costly. It was desirable, 1n the interests of
these financial houses, to keep the machine at work,
to feed the financial connections with fresh supplies
of foreign lending.

All international banking is founded on the
maintenance of stable currencies. Already, soon
after the War, the supremacy of London was
threatened by the rise of New York as a monetary
centre. The United States were on the Gold
Standard, and they had acquired during the War
an enormous potential surplus of payments. The
work of American bankers in Europe was astonish-
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ingly able and constructive—a fine example was
Dillon Read’s participation in reorganising the steel
ndustry of Germany. At that time it was not
recognised that, in all international banking, con-
nections count for more than mere capacity. To
the London houses it appeared that our currency,
being unstable, obstructed the recovery of our
financial prestige. It is human nature to believe
that your own interests are those of the nations at
large. The banking houses concerned are repre-
sented 1n great force among the Directors of the
Bank of England. It is obvious from whence the
pressure came for our disastrous return to gold in
1925. Before and since that time, in the sacred
interests of a supposedly impregnable currency,
industey has been sacrificed and the fixed-income
owner enriched.

Beyond all these forces stand the great interests
of the money market, the Acceptance and Discount
houses whose interests are wholly and frankly mone-
tary. In Lombard Street money is bought and sold
like a commodity ; there is no consideration of
whither and whence. Except under pressure, as
in the early days of War Loan conversion, the
money market can take no heed of other than
monetary considerations. It has no ear for the
voice of industry, nor yet for any form of national
interest.  Its power is almost wholly international,
and 1t 1s wiclded by hands few of which are British.
It must be a fundamental axiom of Fascism that
high finance, like cvery other interesi within the
State, must be subordinated to the policy of the
State, and must sevve the welfare of the nation as
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a whole.

In adopting this position, for the first time in
British politics, after the weak surrender of all
parties to the power of finance, the British Govern-
ment would have the overwhelming support of the
mass of the people, both worker and employer,
whose productive efforts have been frustrated by
the policy of high finance. The attitude of the City
itself will determine the need, or otherwise, tfor
intervention. Indeed, within the City 1itself con-
siderable support could be found for this position
from genuinc British and patriotic elements, who
are not enmeshed in the trammels of forcign finance.
Let us hope that it may prove possible, by co-
operation with such elements in the City, to secure
the co-operation of British finance in a planned
economy of national reconstruction. Otherwise,
the Gordian Knot must be cut.

Finance and Industry

Many of our recent troubles have arisen from
the fact that our financial system has grown up 1n
a tradition of internaticnal rather than British
finance. The business of the great finance houses
has been largely foreign business rather than the
supply of finance to British industry. This tradi-
tion has a natural origin in the fact that British
industry originally itself financed new developments
chiefly from its own resources and reserves, and
without much recourse to the Caty.

However, that epoch has long passed away, and
urgent measures of big-scale rationalisation seek
financial aid only to find the whole practice, tradi-
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tion and interest of the City engaged in inter-
national finance. The big banks have developed
also a tradition of rigorously refraining from indus-
trial enterprise, and content themselves with
advances upon collateral security, irrespective of the
purpose to which the borrower will devote the
credit. 'These practices are, of course, in strong
contradistinction to the practice of foreign banks,
notably the German, who have long been partners
in German industrial enterprise. With traditional
aptitude for such business, acquired from long
experience, they can appoint skilled directors to
the boards of new enterprises, and are partners and
participants in all the varying experiences of
German industry.

Such practice, of course, has its dangers. In the
period of industrial depression superimposed, as
far as they were concerned, upon the problems of
reparation, many German banks have found them-
selves in difficulties. This 1s no argument against
the system ; it proves, rather, the need for the
safeguards of Corporate structure 1n the interests of
bankers as well as industrial producers.

While it may not be possible or desirable to
translate the British banking system into an indus-
trial banking system, it 1s vitally necessary to
provide a banking machinery for the re-equipment
of British industry. Hitherto, Government has
washed its hands of one of the major problems of
the age, and has abdicated in favour of the Bank
of England, which in equipment, training and tradi-
tion was manifestly unsuited to the task, while on
general grounds of administrative principle the
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Central Bank does not seem to be the appropriate
instrument for the details of industrial recon-
struction.

The result, after three yf:ars experience, has so
far produced no noticeable improvement in the
conditions of British industry. Hitherto the power
of hinance in industry has been used, not so much
to produce efﬁcmncy and to promote new enter-
prlses as to maintain concerns which were demon-

strably rotten, long after their economic basis had
gonue, in the hope of ultimately liquidating ili-
judged credits which were frozen.

A further necessity of our system, hitherto quite
neglected, is that for intermediate credit. This was
emphasised by the Macmillan Committee, and was
irtended to cover instalment selling and the pur-
chase of larger units, such as ships, against deferred
payment.  In addition, it would cover large con-
tracts, such as the construction of railways, docks,
harbours, etc., for which capital is not productive
soon enough to be used as an ordinary investment.
A system covering this field could also be extended
to cover small companies, the finance of which is
not large enough to justify the cost of a public issue.

This aspect of finance 1s neglected by our present
system ; 1n this respect, as in others, the older
method has failed. Against it we set the systematic
plan of Corporate organisation. For the re-equip-
ment of industry we propose a National Investment
Board on which the constructive minds of British
banking and finance would be invited to serve.
This Board would also control and co-ordinate for
productive purposes all investments which are at
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present made by Government and local authorities,
such as the work of the Public Loans Board, the
investments of the Post Office Savings Bank, and
other bodies.

It would be charged with the development of
public works of national importance on an economic
basis in times of depression and unemployment.
Such works have been the mark of efficient and
virile government in every period of history. They
have been continually blocked in England in recent
years by the school of thought which is willing to
raise loans of millions for the development of
foreign countries, but sees financial catastrophe in
any effort to divert such loans to the reconstruction
of Britain and to the employment of our own people.

Nothing is more humiliating than to watch the
successful efforts of a relatively poor country like
[taly to provide useful work in place of unemploy-
ment benefit, while the Government of powertul
Britain stands impotent before the problem, and con-
tinues to pay out something for nothing. The
details of such works will not be repeated, as I have
so often covered this ground, notably at the time of
my resignation from the Labour Government. Our
policy would always be to give useful work to the
unemployed, rather than pay out benefit pending
their reabsorption in reconstructed industry. que-
most among such works must come the re-housing
of our slum population, whose condition to-day is a
“disgrace to our civilisation, at a time when thousands
in the building trade are unemployed.

The National Investment Board working in con-
junction with the National Corporation of Industry,
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would at last succeed in relating the activities of
British finance to the needs of British industry. It
would be faced with an immense task, ranging from
the reconstruction of services such as transport, coal,
electricity, power in all forms, to the re-equipment
of competitive industry on modern lines. Also, in
co-operation with the Corporative system, which
would seek to raise wages and the standard of life,
it would be charged with holding a proper balance
between consumption and saving, which 1is one of
the more important questions of national policy.
At present these things are left to chance; no
system of regulation exists in this important sphere,
with very bad results. It 1s idle, by saving, to
create fresh capital to provide plant and factories
to produce for a market which 1s already over-
supplied ; on the other hand, it i1s dangerous and
uneconomic to raise consuming power at the expense
of saving to a point where capital for industrial
re-equipment cannot be found.

The solution of this problem is a matter of con-
tinual adjustment of the balance between spending
and saving, which can only be done by co-operation
between the Corporative system, which seeks, zzzer
alia, to increase purchasing power, and the financial
system, which is charged with the task of finding
fresh capital for industry from national savings.
Any such scheme for industrial and financial co-
operation in national reconstruction would probably
be opposed to the utmost by some interests in the
City, whose foreign commitments conflict with
British interests. If their opposition were carried
to effective lengths, the active intervention of
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Government for their suppression would be neces-
sary. We do not seek intervention for inter-
vention’s sake, in the manner of the meddlesome
Socialist.  But Fascism will not hesitate to act when
the State interests are threatened, and the action of
such a power will be decisive.

In this sphere, as in others, the decisive factor
will be the existence of a modern movement per-
meating and gripping all elements of national life,
irrespective of class or interest, and uniting them
in the Corporate conception. There will be no
room 1in Britain for those who do not accept the
principle “ All for the State and the State for all.”

SCIENCE, INVENTION AND RESEARCH

Allied to our financial and industrial institutions
will be a greatly extended system of scientific and
industrial research. The development of new
industries must rest upon science and invention ;
their development is essential if we are ecasily to
eftect the great transition, rendered needful by our
declining exports, from production for export to
production for the domestic market.

A Department of Scientific Research already
exists, but its scope is hmited and its funds are
exiguous. Like medical research, which might at
any moment, 1f properly supported, rid mankind
of many scourges, so scientific research, if properly
supported, might revive great industries such as the
mines of this country by the development of such
processes as the derivation of oil fuel from coal.

The great possibilities of science are not deemed
worthy of proper support in this curious muddle of
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Old Gang politics. Not only 1s scientific research
inadequately supported in this country ; the indi-
vidual inventor is often driven abroad by the total
absence of financial support to carry a proved
invention through from the proved experiment to
the open market stage.

No country produces a greater wealth of inven-
tive talent, and no country more recklessly squanders
that talent ; yet no country is so peculiarly depend-
ent 1n our present position upon the development of
such aptitude for the advance of new industries.

Therefore, far more powerful machinery of
government must be created, not only for the
purpose of scientific research and the fostering of
invention, but also for the carrying through of new
inventions from the proved experiment to the point
where public support may be sought. Millions
of public money have been wasted in recent years
through dubious companies floating doubtful inven-
tions on the Stock Exchange and fleecing an ignor-
ant public unprotected by the examination and safe-
guards of Government. The public must be pro-
tected, and the resources thus wasted must be
mobilised for the genuine work of industrial recon-
struction.

We propose, therefore, that the machinery of the
National Investment Board should be linked to
that of scientific research. Thus, for the first time,
science would be properly supported, not only by
official discrimination between the genuine and the
bogus, but also by financial machinery designed to
support the genuine discovery, and to translate it
into industrial achievement. We must call in the
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new world ojf science to redress the balance of the
| old world of industry. We must found a Corporate
! State on the wealth of scientific and technical skill :

| .. ghich no othei: nation possesses in equal measure.

! t Cy such machinery we would link the Natjonal CHAPTER Xl ]
Corporation, which is not only a synthesis of all * . |

industrial experience, but also a Council planning The Nation’s Finance

B

under Government the general economic develop-
ment of th§ nation, with machinery which mobilised TuE question of currency policy has already been

our scientific resources and supported them by considerably discussed. That question now engages

measures of practical financial assistance. the attention of statesmen who have for long neg- .!
lected it. We believe that only a stable price-level

':. can predicate the conditions in which industrial MI
| reconstruction can be carried through ; and that |
3 stable price-level, 1n 1ts turn, can only be secured

by a rational monetary system.

On the other hand, we believe that monetary
stability is the beginning, and by no means the end,
of the problem ; and that there 1s no small danger
in the universal rush towards credit quackery on
the part of senior politicians, who, a few years i
ago, refused to admit the existence of a credit pro- !
:i blem. Currency questions should be seen in proper
perspective to the whole. Money 15 as essential to
industrial life as the carburettor to a motor engine,
but it is not the whole machine. The adjustment Eé;
of the carburettor will not solve our problems if the
cylinders are still cracked.

Our monetary policy can be defined very briefly.
So long as the deflationary tendency continues 1n
the Gold Standard countries, we believe 1n a
managed currency for this country. If we have to

choose, we prefer a fluctuating exchange to a |
¥1
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fluctuating internal price-level. We should conse-
quently aim, in present conditions, at a stable price-
level ; but seek, so far as possible, to extend the
existing area of nations who have attached their
currency to sterling. We should under no con-
sideration return to the old Gold Standard nor
consider the fixing of our Exchange at the previous
parity.  The rationalisation of gold supplies
throughout the world may secure in effect a
managed currency which may be related to gold but
aims at a stable level of commodity prices. Such
an arrangement would suit our requirements but
any return to the old automatic Gold Standard
would be fatal to reconstruction. We must devise
a managed currency which is designed to serve the
interests of the British Producer and to provide
without any measure of inflation the credit neces-
sary to a high production system. Through the
Corporate State new credit would be directed to
productive purposes alone and would be balanced
by a greater production which would prevent any
tendency towards an inflation of prices. |
It should not be forgotten that we have means
to enforce our ends in monetary policy not only
within the confines of our own Nation. Some 70
per cent. of the annual new gold supply of the
world 1s produced within the British Empire, and
if the gold reserves of the Empire countries were
pooled, they would amount to some /230 millions.
If Empire countries were willing to pool their gold
reserves and to establish a statutory monopoly in a
central bank to acquire our annual gold production,
we should dominate the gold position of the world.
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The power would rest with us, either to enforce the
rationalisation of the gold system, or ultimately to
drive every country off the Gold Standard.

It is time that the latent power of our great
strength was used to overcome some of the follies
which are now wrecking the industrial and financial

system of the world.

Taxation and Economy o
In general we believe, as already intimated, that

the balance of trade is far more important t}%an the
temporary balancing of a Budget. Nothing 1s more

futile than to balance the Budget by means of tax-

ation and economy, without corresponding measures
to balance trade. 1t is trite to say that revenue de-
pends on industry, and that the decline of industry
means a decline of revenue; but that fact has been
consistently ignored. Nothing is more foolish than
to pile up the burden of taxation, and by small econ-
omy to harass and to bully the unemplqyed while
allowing the industrial situation, which 1s respons-
ible for the financial difficulty, to drift towards a
still more complete collapse. For this reason we
have always opposed the policy of “ cuts.”  Incom-
petent politicians of all parties have tried, by such
measures, to make the poor pay for the failure of
Governments to produce a constructive policy. It
is the duty of Parliament to make them think

again—and think harder.

Industrial Reconstruction
The prime necessity of the present is a policy
of industrial reconstruction, which will increase
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revenue returns through the medium of trade re-
vival, and will thus make possible both a reduction
of taxation and an improvement in working class
standards.

Lord Rothermere states the cold truth in face of
the failure of all Governments to produce a policy
of industrial reconstruction when he says that * this
country cannot support a burden of taxation—Ilocal
or national-—of more than 50 per cent. of what it
is at present called upon to bear ”.

A nation in the grip of our present trade depres-
sion cannot support indefinitely the present burden
of taxation without some operation of the law of
diminishing returns, which will lead in the end to
ninancial collapse. In fact, we have to choose
between the effort of industrial reconstruction and
the passive acceptance of a vast reduction of stand-
ards of living.

We believe that the industrial measures outlined
already would relatively soon lead to increasing
revenue returns, and the end of financial difficulties.
If, prior to the eftects of reconstruction being felt
In greater revenue returns, it was necessary to meet
the situation by measures of economy and taxation,
we would lay down certain clear-cut principles to
that end. When fresh taxation was required, we
should turn first to those who have benefited most
from recent policy, namely, the great rentier class,
the owners of fixed-interest bearing securities whose
purchasing power has been doubled in the past
decade. It 1s not beyond administrative possibility
to devise special taxation for those who enjoy un-
carned income from fixed interest bearing security ;
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on the ground of equity it is desirable that they
should bear any additional burden which has to be
borne.

We should also turn to hereditary wealth for such
purposes. While we regard as part of the legiti-
mate urge to private enterprise the desire of a man
to hand on to his children the wealth which he
himself has created, we do not regard it as desirable
that such wealth should be handed on from gener-
ation to generation by people who have contributed
nothing to its creation. Such a system is not a
stimulus, but a burden, to private enterprise. It
actually encourages idleness and the development of
a parasitic class.

We are definitely against such transmission of
hereditary wealth from generation to generation as
piles up a dead weight of interest on industry and
the nation in order to maintain a relatively small
class in 1dleness. It will be necessary to discriminate
between different categories of hereditary wealth ;
for instance, 1t 1s highly undesirable that hereditary
farming should be broken up by imposts which
prevent a son, on the death of his Father, from
working the land on which he was brought up.
But the general principle of Fascism will be that
accumulated wealth may be justified only from one
generation to another. A man should be allowed
to work not only for himself but for his children.
He should be permutted, as at present, to leave a
proportion of the money he makes to his family.
But it is for the State to decide whether trans-
mission to a further generation is justified by service.
if, therefore, a family fortune is to be preserved,
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each succeeding generation must contribute by
national service (not necessarily commercial) to 1ts
maintenance. By this principle Fascism will retain
the incentive of a man to work not only for himselt
but for his children, but will rid the nation of the
dead weight of usury which distorts the productive
processes of the country and cripples industrial
development.

Our aim throughout is to rid productive industry
of its financial burden. Successive governments
have paid lip service to this principle and in the
De-Rating Act the first pathetic advance was made
towards its translation into practical politics. But,
if the principle is clearly recognised, the effects are
far more profound. Hitherto the holder of ordin-
ary shares, who is the truc risk bearer in industrial
enterprise, has been treated as the holder of an
“ ynearned income , and taxed on the same basis
1s the investor in debentures, bonds and other forms
of moneylending. Private industrialists, too, have
been in the same position ; though they carried the
risk, they have been penalised i their incomes 1n-
creased ; there has been nothing to encourage the
salaried man to take the risk of enterprise on his
own account. The whole procedure 1s illogical,
and calculated to discourage the enterprise upon
which our industrial future depends. We must
distinguish, in taxing earned incomes, between the
enterprising and the cautious ; in taxing unearned
incomes, between the producer and the usurer.

The only means of enforcing economy is the con-
stitution of strong government. Real ecconomy

means efficiency. The so-alled economies of
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to-day are usually the fruits of inefficiency. The

power ruthlessly to cut down the redundant, and
to resist the consequent clamour of vested 1nterests,

can only rest with a government stronger 1n 1ts
whole constitution than the so-called democratic
governments of to-day.

In the actual administration problem in which
economy resides, only such forces of government as
we have described can function with success.

Increase of Revenue

We indicate the general principles by which we
believe that economy can be secured and taxation
should be raised when such measures are necessary:
but the fact cannot be over-stressed that we are 1n0o?
a movement of taxation but of reconstruction. We
come to these conclusions, not because we are dema-
gogues, for we advocate many things which are
novel, and therefore unpopular ; but our .whole
econormnic analysis leads us to the belief that the real
solution is to reconstruct industry, and not to
diminish purchasing power by taxation. We be-
lieve that an increasing revenue derived from reviv-
ing industry is the real way out. We shall not win
through by putting the patent to bed on a starv-
ation diet, but by taking him out into the fields of
effort for exertion and for the rebuilding of muscle
and constitution. The former is the remedy of the
eternal old woman in government ; the latter 1s the

remedy of manhood.

s
L
BN . A

.....
-k



CHAPTER Xlii
Conclusion

TuE case advanced in these pages covers, not only
a new political policy, but also a new conception of
life. In our view, these purposes can only be
achieved by the creation of a modern movement
invading every sphere of national life. To succ§ed,
such a movement must represent the organised
revolt of the young manhood ot Britain againfg
things as they are.  The enemy is the © Old Gang
of our present political system. No matter what
their Party label, the old parliamentarians have
proved themselves to be all the same ; no matter
what policy they are elected to carry out, their pol%.cy
when elected is invariably the same. That policy
is a policy of subservience to sectional interests and

of national lethargy. o
At the end of the War, they found Britain raised

by the efforts of the young generation to 2 pinnacle
of power and of greatness. Their rule of fourteen
years has surrendered that position, and has reduced
this country, at home and abroad, to a low and dan-
gerous condition. Again we raise the standard of
youth and challenge that betrayal. The first
attempt was the formation of the New Party 1n 1931,
which attracted a powerful body of adherents

throughout the country.  From the outset, the New
178
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Party met with a concentrated attack of organised
misrepresentation and ridicule from the old Parlia-
mentarians and the Press of the great vested interests
by which they are served. As a result, its policy
and aims were never known or discussed by the
public.

It was temporarily overwhelmed in the General
Election of October, 1931, by the last great bluff of
the Old Gangs in the formation of a National
Government. A blank cheque was given by the
clectorate to a government of ““ united muttons,”
which openly combined, for the first time, every
tailure of post-war politics. Evcry Old Gang poli-
tician deserted his particular variety of sinking ship,
and scrambled aboard the new lifeboat. Only the
rump of Labour leadership was left behind—a col-
lection of men whose intellectual calibre was deemed
by their late colleagues unworthy of inclusion in
the new combination.

The National Government had no programme
when they started, and they have no programme
to-day. Their leaders had not foreseen the crisis of
1931 until 1t overwhelmed them, and indeed derided
its possibility ; but the public was assured that our
troubles would automatically be overcome by the
mere fact of the new combination of the old forces.
The crists, as well as the heart of the electorate, was
to melt before the sudden embraces of a few old
gentlemen who had spent the previous half-century
1n abusing each other,

Unfortunately, facts are sterner than the emotions
of democracy. They have soon proved that some
further action was required than has emerged as vet
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from the Old Gang honeymoon.

In such an atmosphere, every appeal to thought,
to reason, to effort and to action was naturally
defeated.  Our constructive programme was de-
rided and dismissed, only later to be adopted in
part by the National Government—but in so small
a degree, so tardily and in such muddled fashion,
as to render it entirely 1neftective.

For all this we make no complaint whatsoever ;
such experience is merely the classic first phase of a
Modern Movement. Actually we fared far better
at our first attempt than any of the modern move-
ments which have been founded and which have
come to power in other countries since the War.
The Italian Fascists were more utterly defeated in
the election of 1919, about three years before they
came into power. Their leader polled only 5,000
votes against the 100,000 of his Old Gang opponent
—a result only some 20 per cent. as good as that
which I was afforded by the people of Stoke-on-
Trent in the election of 1931.

If we turn to the case of the German Nazis, we
find that they were routed again and again by
national combinations of their Old Gang before
they approached power.

It is only natural that nations in crisis should
seek the casy and the normal way of escape. It is
only natural that they should trust the well-known

and venerable figures in politics until these are found

unworthy of trust and unsuitable to a dynamic age.

Only then, with the new determination born of
despair, great nations turn to new forces and to

ncw 1mecein.
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The first result of crisis in every nation has
always been a national combination of * the united
muttons.” Only after their failure, the modern
movement begins its inevitable advance. The aim
of such a movement must be revolutionary in the
tundamental changes which it secks to secure. But
all these changes can be achieved by legal and by
peacetul means, and it is our ardent desire so to
secure them. Whether they will be thus achieved
depends, chiefly, upon the rapidity with which new
ideas are accepted in this country. |

To drift much longer, to muddle through much
further, 1s to run the risk of collapse. In such a
situation, new ideas will not come peacefully ; they
will come violently, as they have come elsewhere.
In the final economic crisis to which neglect may
lead, argument, reason, persuasion, vanish and
organised force alone prevails. In such a situation,
the cternal protagonists in the history of all modern
crises must struggle for the mastery of the State.
sither Fascism or Communism emerges viCtOrious ;
if it be the latter, the story of Britain is told.

Anyone who argues that in such a situation the
normal instruments of government, such as police
and army, can be used effectively, has studied
neither the Furopean history of his own time nor
the realities of the present situation. In the highly
technical struggle for the modern State in crisis, only
the technical organisations of Fascism and of Com-
munism have ever prevailed, or, in the nature of
the case, can prevail. Governments and Parties
which have relied on the normal instruments of
covernment (which are not constituted for such
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purposes) have fallen easy and ignoble victims to
the forces of anarchy. If, therefore, such a situa-
tion arises in Britain, we shall prepare to meet the

anarchy of Communism with the organised force of
Fascism ; but we do not seek that struggle, and for
the sake of the nation we desire to avert it. Only
when we see the feeble surrender to menacing
problems, the fatuous optimism which again and
again has been disproved, the spineless drift towards

—4—— . -

disaster, do we feel it necessary to organise for such
a contingency.

Action, even now, might avert it ; but can any-
one, after an experience of post-war politics, hope fpr
such action from existing political parties, from the
men who lead them, or, indeed, from the existing
political system. The whole constitution, com-
position, tradition, psychology and outlock of the
older political parties inhibit them from facing the
problems of the modern age. Nothing has yet
overcome the modern problem in other countries,
or in our view can overcome it in this country,
except that phenomenon of the modern period,
which is the modern movement of organised
Fascism.

It was often urged strongly upon me that I could
find acceptance for many of the ideas set out in this
book within one of the existing parties, and that 1t is
folly to attempt the great labour of creating new
machinery for purposes which could be achieved
by existing machinery.

" Such an argument betrays a complete misunder-
standing of the problem and the history of this
period.—It would have been equally futile to tell an
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Italian Fascist that he could achieve the renaissance
of Italy through the Parliament of Giolitti, or a
German Nazi that he should cease his struggle and
should seek to persuade the opponents whose failure
created the necessity for his organisation. New
ideas have never come, 1in the modern world, except
from the new and organised reality.

In Great Britain, salvation has not come, 1n four-
teen years, from the old parties, and it will not
come. They are not alive to crisis ; they are not
organised to meet 1t; and their mind and psychology -
are unsuited to it. We cannot compromise with
them, for “ their ways are not our ways and their
gods are not our gods.”

It 1s true that within the old parties and even
within the old Parliament are many young men
whose real place 1s with us, and who sympathise
with our ideas. The real pelitical division of the
past decade has not been a division of parties, but a
division of generations. At any time in the past
few years 1t would have been possible to form a
government of broadly homogeneous ideas from
the men over hifty years of age, and a corresponding
government from the men under fifty years of age.
It was left to the older generation to demonstrate
the truth of this view in the formation of a National
(vovernment.

In the case of the younger generation, the
machinery of Party Government, which is controlled
by the old, has made any such development im-
hossible.  The power of that party machine has
crushed all attempts to secure a natural alignment
in British politics. Nevertheless, within all political
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parties potential Fascists are to be found—among with a concentrated barrage of misrepresentation, or
young men who are well known 1n party politics, with a well-organised boycott, as they have opposed
and still more among the rank and file. | us in the past and as they opposed all such move-
Before we can draw such support, which would ments as this in every country. But we have on our
mean the collapse of the old political system and the side forces which have carried such movements to
achievement of a new national unity, we have to victory throughout the world. We have in unison
advance much further on the road to victory. We in our cause the economic facts and the spiritual
have to discover, as we have already discovered, new tendencies of our age. These are the forces which
men, and we have to create a new force from in so many countries in recent history have smashed
nothing except the will of the mass of people to all the pomp and panoply of the old political systems
victory. and have enthroned new creeds 1n power. |
- It is thus that every Fascist movement has ar- | Britain is different, we are told (and certainly )
rived at power—not by combinations of men drawn we invite Britain to do things in a different way).
from the old political system, but by the discovery of Germany was different irom Italy, they said a
 new men who come from nowhere, and by the short time ago, and they were right in that the
creation of a new force which is free from the tram- gulf between the Latin and the Teuton 1s greater
mels of the past. Except for a few leading figures “than the gulf which separates cither of them from
who broke from the old political system and staked the Englishman. But in the hour of crisis that
- all on the creation of the new, the makers of Fascism phenomencn of the modern age, which 1s an organ-
HogESS . in all countries had never been heard of before the 1sed, Fascist movement, leapt the gulf between
B - arrival of that movement. Latin and Teuton and reappeared in an almost.
' ' ' For our purposes, therefore, we cannot rely on identical form.| R -
well-known names and figures. Few of them will . Fascism to-day has become a world-wide move-
- take the risks of so great an adventure as the creation giﬁsnt, invading every country in the hour of crisis as;
 of 2 modern movement, and we cannot expect them the only alternative to a destructive Communism. |
to take those risks. If we are to be true to our faith, We must remember that, in the long course of
we must ourselves take risks which most men will history, all great movements which swept the Con-
. pot take, and must stake our all on a mission which tinent have come in the end to these shores. They
in its early stages must be lonely. have come, but in very different form and character.
In the coming struggle, we shall have the impos- We, too, seck to create the Modern Movement 1n
ing things of the world against us, and much of its Britain in a form very different from Continental
material strength. The great names of politics, the forms, with characteristics which are peculiarly

power of party machinery and Press, will oppose us | British and in a manner which will strive to avoid
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the excesses and the horrors of Continental struggle.

Whether these aims can be realised depends upon
whether Britain will wake soon or late. Can we
again show the political genius which translated
the great movement that ravaged the Continent at
the end of the eighteenth century into the sanity
and the balance of the forces which later carried the
great Reform Bill in Britain, and which no other
country could have conceived or have produced?
The new order, which was born on the Continent
amid a welter of blood, was then brought to birth
in Britain by a method and by a policy which were
characteristic of our ordered greatness. Why then,
we ask, should the arrival—and the inevitable
arrival—of the great forces of the new age in Britain
be heralded by violence? Has Britain still the
political wisdom and the national determination to
avert 1t?  Is the appeal to reason to be all in vain?
Must we drift helplessly to the arbitrament of forcer

For cur part, we appeal to our countrymen to
take action while there is time, and to carry the
changes which are necessary by the legal and consti-
tutional methods which are available. If, on the
other hand, every appeal to reason is futile in the
future, as it has been in the immediate past, and
this Empire 1s allowed to drift until collapse and
anarchy supervene, we shall not shrink from that
final conclusion, and will organise to stand between
the State and ruin.

We are accused of organising to promote violence.
That accusation 1s untrue. It is true that we are
organised to protect our meetings as far as possible
from violence ; and very necessary that organisation

g
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has proved in practice. Aﬁready it this country we
have a condition in which free speech is a thing of
the past. The leaders of the old political parties

creep 1n by back doors, under police protection,
to well picketed meetings which would otherwise be
broken up by the organised violence of Socialist and

Communist extremists. We have thrown open

our meetings to the public, and after the meetings
we have exercised the Englishman’s right to walk
through the streets of our great cities. When we
have been attacked, we have hit back, and as a
result I have been subject to the farce of being
summoned to a police court for assault by Reds who
came to break up our meetings by force ; and who
ran howling, when counter force was employed, for
the protection of the police and the law which they
nad oreviously derided.

The great majority of our meetings, even in the
carly days, were peaceful. In fact, although little
clse appeared in the Press, only two out of some
hundred meetings which I addressed at the Election
ended in a fght; and the return wvisit, even to
Glasgow, was strangely peaceful.*  Nevertheless,
when we are confronted by red terror, we are cer-
tainly organised to meet force by force, and will
always do our utmost to smash it. The bully of

the streets has gone too long unchallenged. We

shall continue to exercise the right of free speech,

* At this time, before the organisation of the Blackshirt Defence
Force, most of the open-air meetings in ‘‘red *’ areas were broken
up. Indoor meetings were less frequently broken up but organised
barracking usually made it 1mpossible to put over a coherent case.
Now we hold meetings everywhere in perfect order with very rare
exceptions
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and will do our utmost to defend 1t.

Emphatically, this does not mean that we seek
violence. On the contrary, we seck our aims by
methods which are both legal and constitutional,
and we appeal to our country, by taking action in
time, to avert the possibility of violence. If the
situation of violence 1s to be averted, the Old Gang
Government must be overthrown and eflective
measures must be adopted before the situation has
gone too far. The enemy to-day is the Old Gang
of present parliamentarianism. The enemy of
to-morrow, if their rule persists much longer, will
be the Communist Party. The Old Gangs are the
Architects of disaster, the Communists only 1ts
executors. Not until the Old Gangs have muddled
us to catastrophe can Communists really operate ;
so, in the first place, the enemy is the Old Gang,
and the objective is the overthrow of their power.
To achieve this by constitutional means will entail
at a later stage a bid for parliamentary power. In
2 superficial paradox, it will be necessary for a
modern movement which does not believe 1n Parlia-
ment, as at present constituted, to seek to capture
Parliament. To us, Parllament will never be an
end in itself, but only a means to an end ; our
object 1s, not political place-holding, but the
achievement of national reconstruction.

However, the time for clections and for Parlia-
ment has not yet come.® First, it 1s necessary to

* We have now reached a stage at which Fascist electoral organ-
1sation is being developed throughout the country. This has been
made possible by the extraordinary rapidity of the Fascist advance
and the wide acceptance of its policy.
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build a movement invading every phase of national
life and carrying everywhere the Corporate con-
ception. In the first instance, we probably made
a mistake in contesting parliamentary elections
before we had created such a machine. It 1s a
mistake which we have made in common with all
new movements which have come to power 1n
Europe since the War. In all cases the phase ot
ridicule and defeat has to be passed ; indeed, it 1s
the test of a movement’s vitality. In the beginning
the Old Gangs carry the day—as light-heartedly
as Remus leapt over the half-built walls of Rome.

Whether our British Union of Fascists will arrive
at power through the parliamentary system, or
whether it will reach power in a situation far
beyond the control of Parliament, no one can tell.
The solution of that question will depend on two
incalculable factors: (1) the rapidity with which the
situation degenerates ; (2) the rapidity with which
the British people accept the necessity for new
forms and for new organisations. If the sttuation
develops rapidly, and the public mind develops
slowly, somecthing like collapse may come before
any new movement has captured parliamentary
DOWET. |

In that case, other and sterner, measures must be
adopted for the saving of the State in a situation
approaching anarchy. Such a situation will be none
of our secking. In no case shall we resort to vio-
lence against the forces of the Crown ; but only
against the forces of anarchy if, and when, the
machinery of state has been allowed to drift into
powerlessness.  Strangely enough, such an eventu-
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ality is probably a lesser menace, when the character
of the British people is considered, than the possi-
bility of a long, slow decline which is so imper-
ceptible that the national will to action is not
aroused. In crisis the British are at their best
when the necessity for action is not clear, they are
at their worst. It is possible that we may not come
to any clearly marked crisis: and here arises a still
greater danger. The industrial machine 1s running
on two cylinders instead of six. A complete break-
down would be a stronger incentive to action than
the movement, however cumbrous, of a crippled
machine. So long as there i1s movement of any
kind, however inadequate, there is always a lazy
hope cf better things. The supreme danger 1s that
Britain may sink, almost in her sleep, to the
position of a Spain—alive, in a sense, but dead to all
sense of greatness and to her mission in the world.

In a situation of so many and such diverse con-
tingencies nobody can dogmatise upon the future.
We cannot say with certainty when catastrophe will
come, nor whether it will take the form of a sharp
crists or of a steady decline to the status of a second-
rate Power. All that we can say with certainty 1s
that Britain cannot muddle on much longer without
catastrophe, or the loss of her position in the world.
Against either contingency it is our duty to arouse
the nation. To meet either the normal situation of
political action, or the abnormal situation of catas-
trophe, it is our duty to organise. Therefore, while
the principles for which we fight can be clearly
described in a comprehensive system of politics, of
economics and of life, it would be folly to describe
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precisely in advance the road by which we shall
attain them. A great man of action once observed :
“No man goes very far who knows exactly where
he is going,” and the same observation applies with
some force to modern movements of reality in the
changing situations of to-day.

We ask those who join us to march with us in a
oreat and hazardous adventure. We ask them to
be prepared to sacrifice all, but to do so for no small
and unworthy ends. We ask them to dedicate their
lives to building in this country a movement of the
modern age, which by its British expression shall
transcend, as often before 1n our history, every pre-
cursor of the Continent in conception and in con-
structive achievement.

We ask them to re-write the greatest pages of
British history by finding for the spirit of their age
its highest mission in these islands. Neither to our
friends nor to the country do we make any pro-
mises ; not without struggle and ordeal will the
future be won. Those who march with us will
certainly face abuse, misunderstanding, bitter ani-
mosity, and possibly the ferocity of struggle and of
danger. In return, we can only offer to them the

deep belief that they are fighting that a great land

may live.




