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Gix years of war have led mayy of up o thirk cbouty and W
questiony the prisneiples and cusione whilch jovern oup wuy ol 1ilo.
Toduy we sre nept only consldering pelitical issues over wilch we
ovdinarily show 1itile congorng we wre sxanining the very basis upon
which syve soeiety is founded, ve sak ourselves Just vhat is the
demperatic wuy of 1life? I totalitaxisulewm sush an evll eystem of
govermpeont? I8 owr econorde ayston in need of renoveation? /g 80 0ha

I huve shosen to discuss here, in wy thesls, & matter wideh I
gonslder of extrume Importantey now thal we are sterbing agelin W
rebulld our egonoy. Iy &in is o uryive sb defindte conglusions
aboud the wdvissbllity, the possibilily and the necessily ol cobw
prehonelve egonouic plennliy as o suscessor to our present councude
syatem, In order o sccomplisgh thisy I propose %o point out the
existing evils and wvesknesses of the espitalist demecricicsy W
examine the soclalist snevery, and Lo study both the sdvantages wd
dengers of planning,.

Seoncwie plumdng has been defined by Darbart Vootton as “Ihe
gonseious and deliberais cholge of euononde prierities by suse publie
a&%’émritg“i Professor Hayek thinkes that it is “the L» tion of &
somplete budget of production on the community in whieh the output of
avery gomodity seo 18 laid down for yesmrs shead, in which the cocupais
ion and disteibution ghure of every eltlcen are cetermined by & gontysl

auvthority over vhieh he hes no ultissite control «id op whieh he can
exerd no influence sltiiey 58 & produgs? oF & conoumer,®a

1 - Doobios Yootlon, Freedon Under Plantday
Undwin LRd., 1948 pe 18
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I think the eres of cconoide planning muy be wore clearly usersiood
i we sssme a8 Durbdbln does whud plonping 1s % prineiyle ol wisdnlom
tration and not an Inflexible badped of pod ui@ﬁ“l; 88 layek coniw
tends, For my pun
aupervision of eounocnie within the sluite by & centenlized guntroling
body In an ottonpt o obluin & wore eflicient soonoiic avelen,
Decause much of ny discuselon will tarn on vurious Tealures of
the free enterprise or cuwpltaliat ape
point o give & brief sutline of the neln charsotorictiss of this systenm,
Pirst of all we nuet distingelen bebtaeen the present type ol

¢ I shell conslder econonig pluamning e e

oy IV 1e vecessury ob Wuls

econony found in the Jemoerncles, wnd the theerellicud sapltudism in

padn 5%

which two asswpitlions ave ie ihers it i2 cesuped Lt eagh man

best how to furthor his own Interesits, whid Uy wen lhese

Interents wre furthered, tiw inte:ecis of the slew a8 o vhole shall
be furthered, Therelore atate lmterferance mist be kept ot & pindsus
- o the edteblishing and medntedning” the rules ol e jawes It i
aleo apoumed that pure corpevitions preveils,

Mgou defines & capltalist iniuetlyy a5 -

“One in which the materdcl fumoteaments of production are
owned o hired bi* private persons and sre operated at
thelr orders with o view Yo selling ot a profit the Joous
or serviges that they help produce.” &

The producer is free to malle the esononie decisions inwvolwed in the

v opr service, le does this in competition

production of & Comnsdl
with ether producers, Value 1Ip contedbuted to the produst Iy s
utility snd reletive scareity, und seasured ly ite price, which is

1« Zurbin, o0 aifa Pa SO0
{london: The Isiidlian
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&
sreined on the morket esssentiadly Wy supply and desand, The prods
ueer will expand outpud untdl the cost of preducing the mrginad unit
equsls the revenue obilained from selling 1%, bocuuse in dolng o he
will mexinize his profite. e will glse contwet production i¥ he
Linds the cost of predusing the wmurginsl unit is grecter Lan he
reverne derived Trow selling 1te Ia this wy otill asouming perdect
coupetition, the optimm produsiive use of resowrces is oblaluue
The sgents of production, land, labour md caplitel wre bought by
entreproncurs because of thelr cuipeeity to contrilbute volue to meriote

able goods and ssrvices., The payment Tor lund is in the Jorn of rehily
lzhour in the Torw of wuges, and capital In the fomm of interest and
Pants The sgente of perodusiion recelve helir rewards lesed on thelr
assigrable sontributions o the Jeint jroduct. That 8 o sayy the
value of the product fe allocuted swong the agents which couperate 1o
Produce i‘&f ’ '

1 - The ampunt of rent is dewwrmined by the muwglnal productivity of
the land, For exswple o fermer rents & emull proporidon ol his Jai,
8o that the remeinder of his fors is being tzm%ism with capital and
labour to the anwount that existed belore, le finds thet his total
product degrassges, It Is this diminutlon which moasures e producis
fvity of the small portlion of land that e had renteds I the losde
secomparying the subtruetion of the land is Difty dollursg thenm the
ront the farsey will charge will be no lsas than Tidy ﬁ&ik@m Sindle
arly wmges are Getormined Ty the muepinel productivity of lebour, The
entreprencur will inoresce his mumber of lobourers enployed until the
lust one token on exagtly eurns bis wage by the amount he udds to the
commodity which is belng produesd, The supply of labour ae well as
the supplies of Lhe other luciors ol production serves W delernine
the mergingl produetivity of the worker, Yhen the aupply is grect
the workers will campete for jobs, foveing the wige rule downy until
all workers cab be smployed. In other words when sll the swrginal
workers throybout Induslyy a8 o vhole add Just encugh to the various
preducts, they are helping produce,y to warrent thelr employmente
“hen labour 1s sgures, and the ‘1&1&% available worker enployed is
belng peyed less than the value he adde to the produet, esplovers
will compete Top labour hy reising wepes in order to obtain e Dl
imum proflt combination of the Tuctors of yproductien, (Dontinued on
the next page)




he exzmpmw‘ is st 81l tives seeking to find the optimum
coubimation of his productive recourses Lo keep his costs per uslit of
outpat at & pinimaw or in other woris (o secwre o midsum prodil,. IT
he £inds thet Yy using nove cepital and legs laboury hils coste sve
redueed in produging the sawme amount of goods, Thoen he will usc wore
cupltal and lesa lsbour,

The funotion of alleeaiing resources among Glfferent uses io
scgonniished by the pricing systan, Prige muchlnery encbles e prods
ucer o reduge all his sgents of produstion to & cowon denominalor,
80 that esch decision he mekes will be direstly comparuble Lo some
alternative Jeclsion.

The pricing aysten may be dedined s advice for 1imiting the use
gf regources und consusption gpoods whieh have sltersative wppiicutiocns
whdeh sre consldered Lo Jdeserve prececengey %o e extent regulired Ly
telr insdequasy % £ill soupletely the selestad eg;,};;iew%imml The
pricing syster i bLased on e advenbuges arising fron divigion of
ZW, gince 1t fuciliitates and expidites cushan s, Shere prolucts
ive funotione are specisllzedy; with produgiive progesses lengibhsrsd

and consumpiion raticunlized, differenves undl conlilicts entrge among

individusl a2l and %ﬁi@% widah necsesitates the lmstitution of sune
B

Capitaly like lund and lubour eurne relurne based obh 1is maplnal prode
wtivity bat unlike land and laboury ite suppdy will be %ﬁ‘f@e%u by
airact m %st, This ¢ost must zse deiry ﬁ‘} from 1te mergingd prode
uots Therelore the enireprensur befovre buy & pew maghine will este
imate iis mﬁmﬁ. productivity. From this hﬁ will ceduse he sniunl
earnings, sublrscting the amount which should po every year into e
reserve ior depreciction to replage the madhine woen i*a ig worn outs
The smount he estimstes will tw pesidualy and ie Lds anticiputed interes
on the Investnent, |

1 = ls Ve wotkine, "The Price iyster®, Ihe Incyclopedis
uglsnges ed. L4 Hellipun, Vols A1l 1838 p. 366
2w Ihidy pa 360
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Car prieing aysier has developed Yo ite precent lorm endelly due
to two Tectors. Firstly bDeccuse of the use of poney a8 the unit of
reckondng valuss, and secondly beguuse ol the mwkel price gyaluiy
which afforded the means by vileh chocks upon the uses of resvurves
Gould be enforced, in saditfon to whish, the burden of these ohuckes
ity 3 it

neceasayy under any evsien, is btorme with grecter sogudl
appesrs Lo be the result of Tute, rother han of husah apenoys

The static theory which hwme evolved with this Gpe oi econony Lws
sosumed poney o be meulrzl in the cospositios of the pios SLIUCLIY.
Prices are considered to be the produst of veal coste wid recl ubility,
worked out aultomstisslly by ﬁf&fgﬁ.m& anslysis, Lo oblain the mexisams
produat st the minimun e&&&a

There are grest diffevences in Lhe %m}?mz’& vlouared above axd the
econowy we £ind in such capltelist counteies e Grent Ipiteln, e Unlwd
States and Caneda, Heve, partlal plaaning, restrictionlen, surtals w

gonblnationgy have o b erieetl on We ogunesde systen of Lhe GOURLIY,

-

Pure petition fe Uhe necessary euponitory ool of Ltie theorist. Iin

I Est

reality it does ol suisnt, Produsers boeowme poppolists bDocuuse ey
heve gontrol over a eerialn PORoPCey oF DoCLuULE LAY BuVe & now
teghnlcal progess which enchbies then Lo protude Rore clisuply than
thelr conpetitors, Demand is Lnfluenced Ly wivertialsngy whieh in @
pense sun ereale a portial monopoly. Hagy of these vonopolies can
contiol prices to & very groat degree, in as puch as they conirol
suppiles of sortain producis. They muy ¢lther procuce & smaller
spgunt to sell at & higher perige, or & lurper amount %o sell &t &
lower price., Often they will praciice diserismimation Uy selling the

Le= ibidy pe 367
2 = 1b3Gy pe 360
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pame product te different  woups ut dlfferant peices, In maxinlaing
profite the only fsotors vhilch 1indt nonopelists wre prospestive
conpetition, (sinee the profits may stizset other produsers inte
the field), the appecrsnce of sulstitutes of the price 18 set wWo
Bigh, snd the risk of stote contvels

It is true %o & eerielin depree b Iwod Keynes
lency for the big enterprise to soslalize iteeld, in
that the sharechelders 23e slmest extively dssssotiated Iyen the

ipents Wit

taere 98 &

sanngenenty 80 thel the personsl Lnderests of the lutter in malking
prolite, becones (uite secominry; and Uhe stabllity and seputation
of the lustitution are sonsidered ﬁ‘ézaﬁt,l This dissocistion 45 the
result of several develosmenis, Ins ithe Tiret ploece big Joint &%ock

yes are in the publie eye, and sre therelors valneruble to

QAT

publie eriticism, 8o thal the neme of Uw colpuny muety be & conulant
consideration. In the second plucey e mejorlily of e otockh

heve bouZht sharea, mol wilth an aye toverde mawgerenty bl uereldy e
an fnvestaent yislding goead dlvidend, 7The extrere eusuple of this
type would e the Daxk of Dngland bedlere the wur, Jowevery the Lfeat
venaing that sowe of Uw huge Tinsvelsl erpires whigh exielt Loday,
are strong enougy in sowe Cases to devermine & countyyts trude
poliey, and to oblain & very strong representation in the povermmeniy
| Very often this is not bemeficisl to the general publige In
sope cases it nay do considerable haym. These big enterprlasce

(London: Hogarih Precs,




1]
they

are resporaible only to themselves for the econonie decisions
make, alihough thelr declsions wuy effect millions, Antdetrust lows
and corbination sote bove fuiled o 1indt them, In the oain helr sote
iong aye governed bty cotives of powey snd montyy and 1t doos nol LeCCE-
serily Jollow that, becsuse the love of nouey is the Zorse Lo which
is harnessed the tesk of distributing sconweie rescurcesy the real
weulih of the countyy will be intrecsed o e mxiven wder iese Quim
ditions of impevient cospetition, There are other amﬁ%ﬁi&g alige
ments aloo. Mamy sdlustments in preduction take a long peried of
tive 4o be carried oute Lebows is not very mobile in meving fvom one
iine to ancther i the necessity arises for 1t to do sv. Igwrance
of all the Juote nay lead to overproduction in sope Diclds angd undels
produstion in others, m individusl does not necesserlly know best
how to Jurtl
that 17 he does 8o, everyene will gelne

On the interngtlionel pluney cside Drom tronsportation cosly
trade barriers of masy kinds, such as tapiffs,; suchange conteole,
guotas, and Bo ong will have a tendengy o meke Lo extrenely liw
eificlent use of the world's total resouraed, %he elieccts of thie
are fell very grestly ir mary individusl countries, Certalin siaies
are ﬁam todey with the probdeme of finding new maketlay coumpeling
with pore eificlent producer countries and denling with othey siaies
dhileh are zot yet back on thelr feet Lizmngially, Canads is & note

er hda own Interesiss wl in aiy case it does nob Follow,

ghle exuwple,

The inerscaed power of industeisl unfons and tvede unions s
another dlsturbing fector, becsuse ol the frvesponsible uwoe o which
i is put by unserupulous labour lewders,; with refussl o somme



gorreaponding responsibilities, The fact Lhal & recent slevedore
strilke wue able to ecborrsse the Undted States' fovelyn poligy serits
greve conslderntione Ofher strikes on 1h:ds cortinent luve been sbie
to tie wp produsiion Lo & Very. greal axtent, st & tize when we ave
trying o ol beok Lo & pocgotine oConany. They have sericusly
impalred recorversion pluns, in addition to isercasing the rlske of
serious lufictiony Wy slowing down production wheh Gomend fg a8l & pook,
Perheps the =ost serilous develssgent of the present duy is the
intensifecution of Uw business ayole, with ite fluctustions wiich
cause great hardshipe, sgrevetlng sericus secisl meladjustowntis such
88 um&zg;lﬁgw& ¥e all sgree thal sosething must D& donge W cuntrol
o bocn o depression snd depressien Lo

ard to wmininize the swing £
boom, but whet?

These are sowe of the problens we iuve unier cspitulish, Planis
e

ing esiuns o vork oul beller solubions Tor Lhen, LHowsver ol e &
vive any planning adopiteds
with vhat we gorsider to be ithe fundmenisl prineipies of demourutic

society, For exuples we Bust b sure how much frecdom we sre willing

netover 16 nalure, sust boe coupatible

W sacrifise if neceassyyy o have smore efficient uese ol owr proiuetive
resourees, whis is but vne of the muy questions which boe W e
gonsidered in sy discussion of plamning. Lord Leynes resghed the
besyt of the petier in his statensut -
2Cur problem is to work out & soeslal orpenizaiion
whdeh ghall be se eificient ae poselble withoub 3
offending our notions of & sutisfsctory way ol 1ife.®
It i ny desire to discuss plunming in this light.

1= ibiﬁg Pes g}&m
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le Iplated %o productisn

af the free amtermyice gyslan 1 Wt

Chiefd avong e probloms
grected by monopslistie sompetition. %,me}x*i. ing e sbinvoluwre o W
free snterprize soonay is Bhe peincipde of pure corpetition, w 1% is
the lack of sunh goupetition whiich crouisse our problen,
Fuve W&ﬁﬁ&&w
ease FEpTesests & conditlion in wideh no imcividusl growp
o miﬁ unld has sy aﬁaﬁ@éﬁw ﬁaﬁi&’&l oVER
fe these buing completely governed by Ue
gm : @fﬁam of the soupetitors, % follow thelr
| gn intorcests 1n entirs indepondence®, 2
This defindties fmplies What the nuwber of bDayers and sellere mast be
large encughy 60 thal o one individesl hus sore than an ﬁ&@i&iﬁg
influenge in $he mavkele TV also dmplies thnl the elugs of poods
pifered s perfecily atundsrdised, so Whal esch seller ls fused with
sumpetition of substitules Which in every wy covwespond W bls wun
%ﬁzmg
on the other hand pure sonopoly, whileh fn yonciice never csisis,

einge potential cwmgetition from noar substdtutes 1s cluwye ppeoanty
snd the monspolist lg therefore puver cesplistely free in detesmining
i price and produetion pelicy, moy b Uelined as »

e GOULe LTI On DY DB LIFLinuloney Iros DeTiout Copetobion in
tésaz. the lotter oy be imzmwa ‘o 1rnvalve perdection in maay
giher Wt& than in the sbeoenge of m;azy for instance e
e elemant in sdjustuents to changing conditions may be rognsded
a8 iaai&g: R.s%sﬁ;f Jighed i:}s%*miw@

22*3«3%@1@?35
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sonified or concerted diseretionury ogonteol of the price at
whieh purdhwsers in geseruld ﬁﬁﬁﬁ beodn a CoEBOlity 0F 98P
?iae asaz the aupply wich Loy can seture, oF Lhe gsneral

sontwel of priece uvuh Supply, se dlutingt fron The duck
&2‘ s%s@ gontyel which morks ’%:.ske i&&a}. slvastion of perdest
gopetition®y 1

In a5 much o8 Wwre ls contiol over supply, coupelition Iroan aqbotile
utes iz excluded,.

petition aud pure wonopoly are mevely absiract gonaepiions
of the economlc theoriat. Hlovenis of coupetition anc ponspoly wre
inestricably woven m forn the patiern of present duy 8o salled fires

emterprise mmiﬁs* The conditiona wich avise balusen Lwse W
opposite congeptions sre variows ghedings of what 1 hiown &8 EOIUDOle
iatic conpetition. ‘Hether hiis condition will be sloser Lo ¢ither
purs conpetition o wosopoldy will depend on two Lsolores

1) as the rumber of sellere m;mm:ﬁ; eondltions will
approach those of pure eﬁaﬁg;x&%iti%

2} Differentistion of e product by csrinln chavacteristies
of the prodast itsell, or by conditions surrounding ite
guley will Inlrcduse elomente ol songpely iolto the
simﬁimf

It is thie fiedd of womopolisiie eupetitian a‘i y wideh wo s
gongerneds The problen is ahielly & problen off preductiong in ap widh
ag it lunvelves the control of prouusiion of certaln goods, theowh
the monopely ol ceirtaln produsltive reseurees, proeduotive teehnliues,
or guperdor localilise, In order to apprecicte (he prollen Jully,
let ue for & poment Glgress; and sketeh briefly the prowth ol monopols
ies w0 gquasie oF paritial monopollsde
Y = Clath, @ppe Clte De COA
8 » Charberlin, oppe 0lts De
S = 1bld, pe 34
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i vonopeiles dole buck e befure e e of usen

Hiisabeth, yet the renlly sericus development of monopoly in the fwwm

of vasb Wede cesbinaitions ook pluce in the Undted Diotes bk e ol
of the Civil Jare Protective toriifs were Bigh «od the vest continent

of liopth Jmerics wes balag opensd ups with hugw mebers of Lmm
pouring into Uwe ocounlry. Portames e to e nude by fuoes W woede
able to centralise gonirel ovay Indusiprial PruCeusss wiki POBOUIGEDy in
order o mest e repldly prowirg demsnd for poods ot thelr o fz*aw%}
in O s the sane state of affulre exieted on & eporitieuialy sualle

S A,e,s;
e pondey, while sy U sare Wi, Gorneny, cpoiler countyy with i

; "‘%ﬁﬁé e @&i&l of

protestive Leridie snd & large hosw wmrkety Y
aegupting amd aves
ition came o v the esls of Industeial srpardsation of the totelite

sl endit drom

CeZing nonopolivty E:sui 1
b4

misells Do 1L wus,

srlan state. To retwrn Lo Dngland, siter 1870y the geada

fyee trede Lo prolection merely served o seecleruie ihe grovisng i
ment werds pongpelissy Wiieh untll this oe huil ot heen am..,ww,é
Todsy mooopeliss uve abtrongly enbvoncihed 1o U free antergrlice
gountries of ihe world, desplite sush federsl lsglclation e the
chermen anbl=trust Joby anc the Clayton /ot in e Undied Llatesy ek
the Combises Tmwestligatdon ot in Coneds

and 4081 of the Cwrfmtnal Codes

g &8 wall as sestiong 400

ww G wpely oF agreenenls ol
wgzieaz &m% siltuatioth sl that efﬁ;ﬁitim w &,fa-
destruetive rather Lhan g&if»gﬁﬁ%ﬁ@%@, %@ﬁ@&f&iﬁg

g TThe Protlem of lon By Comporan Jouened
i}?ilg 3.%@54%; éai}*%ﬁ AOIT "y i S

, b1y pa B4
 ibid, pe 84
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an unstable treneltion poriod botween Wwp perieds of price
contrals” 1

The overall ploture tonds W invelideve this idesy, hovever, Gewrally
gpecing sotwpoly is the reoull of sone epetiad Twm of privile o,
whother 1% be & terifl, petent Javy coniwol over naturcl Pesowrass of
tmanspertation fagilities, Othervise monogpolies ovelve tha
gorpetition or 1116l conbinnticons in restowin of Liwde, The ovils
#hich pake ponupoly undesirtle 1n 1the view of ¢ Pujority suy be
divided Irdo ¥hree muin a&%g&*ie-&‘g

Plretdy, moncpoly huppers Uw workdany ol Ww dves enlerprise
gyates ty Uiniting the entrarge of pew corpeuitors inlo e ficld
slvesdy wonopolized, The poterilal monupoellist my ase his powed W
getition which alyeiy
exlola, although this competition mey be technieslly se esfieient
as the monspoly iﬁs&iﬁj

Secondly, where vonopaly exlsts, he manepellst 1o able to et
the price within certuin ifuitations to sull himeelfy and the publie
et uaually poy o higher perlce Tor the goods Uhey rugulre, thun
would be Whe case under pure wzﬁﬁ‘é&m}»“

Lastly, iloitations or the wulput of poods, lu order W vailse
whelr prices, lowolves o foully allocotion of proluclive IeBourcos,

wh untair

dealeoyy vory often in an undeir menncew, 90

Biinae W SESNWCUALGG MWOrleDLly OpEIGIes 0% le66 than opitdmum gtpw
a8itye "In almost overy posaible enee the soropely’s sutputl will

1 « Neynolde,y Zhe Centiel of Cormetitdon In Cancda, (Cambeidges

Hervard Undversity Pressy 18401y pe 200
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be lese then the soslally desirulile mm,ﬂf In opder to utilise
our regources wost efficlenily, an allocution zaet e vades such Lal
the savginal undte of every kind of produetive seivies guntriists
gzually asong thelr sltersative uses o the soglal rodugi, 48 the
ehjenitive of monopuly i 3o sednitain “an sres of abmovmadly hih
yield™, the monopolist will try to prevent the Influx of resourees
whiickh would reduse e monomolized industery to the carpetitive lovola
This mesns the exeluslon of available resvurees fron ubes whiehy

by thelr smerket value, sie of precier fsporianse, wiih (hely cohe

sequent diversion Lo lees zrodusiive uses,

So far only the wore gonsentiated nunepolies uve bDoon gonaldePed.
From the viewpolnt of seclsfyys the sliuation with regux to padtisd
monopolies ie possibly wore harmful,. Vhile these organizations sy
e able o exforee oulpub lisitations on the varlious sorber {irme,
they sre seldon able Lo Festydet Uhe nuaber and glze of these Lirme
or to wiihhold culput guotes from nowWRoneErs. In adivlon to U
exploitation of the sunpumer through prics, this resulis in grous
watage of lnvestment, ViLh osgh newoomer, quelss ameng the rest
will e reduceds so ot o smpldler utilizebtion willi e e of the
svailable gapitel thrsughoul Uhe industoy, I the long Puny produccss
within the Induslyy gy mecelive o Metan on thelr iovesioont wdeh

is no grester than vhat they would receive under gonditiona of
g
gompetition, even though prices heve boen saintalneds

{Cnicagos mﬁ%mity of “"hi%ﬁ éﬁ,aﬁ, 35:33%}. pe &



Two other napects of munopolist sorpetition muet be consldered
also, The fivst is a terdengy fovr & wider spresd of individunl
inoomes, which 1z sociaelly undssirshle, The fow at the bead of
sanspolistic vrpandsations wre ablc 10 WEES JaWnet, as ey oe
o varying degyvece protected sgpined the “pigore of competition®,
while thoese cxposed o 5.%@%:&311 farce must gwaggle, In wuny CaBaly
W make the burest living, The seconsdl congerne wiveriising. Iw

that advertislng is "Justilled becsuse it ﬁ&mmﬁﬁew,
promotes large scele produstion; and thue lowers costs and gﬁiﬂ&.&*"‘j
This iz wue W o eerteln exlent, bul todey edvertising is no longer
within the 1imite where 1t is Justifinhle, The adwertising of ldeuts
ioal commedities ly verlous ssliers roprosenis cotmplets soclnd wasig,
To the extent that he commaditise ave not Ldestienl, Lub meurly
a0y the degree of waste is ody olightly less, Through the widow
gpread use of vadioy pruss, mepasines arid nov
gpend money In funtestie spounts 1o oreste exgeptionsl demasdis Tow
thelr poodss, 7o high o proporiion of what the conswseye pay Zor
goods and services Is o paysent for the grandiose Llighis of adverie
| jcenment which the producers sporear. Yost of us will be wery mugh

lesy big corporeiionn

eifeved when the deay of the “soap opers" is gver,

alistie¢ coetilion leuds %o an wnecononic use of
the productive resourees, Lot only is the congumer belng exploited
Wy vsually hovisg to pey e higher prige o goods and services he
deslires then he would under sapetition, but the resourees sre
- belng channeled off {ron move produetive uses to less productive wices,
4% the same Ulme culpul s resterictedy so that Lie poale of roducis

AT " R

1 = Clavk, "Honopoly'y Dngyclopedis of locisl sclences, Vols iy pe €20

2 = Chomberling $ov, @lie pe 165




ig

ion 1a w han in the oono where poropoly sloments are Iiie
1igibie.

o gourses of sotion lie opon 9 WB. B¢ EGwol holds wuwd

we ghould follow & Vigorous yprogiss o muipntadn o gysten of fmug

gepetition Iy -
e elisinetion o mangpeldy In a1l ite fores @

1) Through drastle messurss fov %;.»zisé*i g and
mﬁz}mnﬁ% gifectively competitd i %iaﬁ%

in a1l induptries vwhers amaﬁﬁ@a gan funsii
28 o reptlative ag agaray {68 & peans Lo @Wﬁ%
gfg%@té‘?@ wiilization of Pescurges and oy Db
venting coplaitation) angd

4 Through &%%1 wannition w soverrsent cupergidy
and operetion in e cese of ai.l industsries wheve
eompetivion m‘a e mude to Dunetion sifeotively
88 an sgongy of control,” &

“hie aschpol siso fesis thed wrder sush & gysten of ol free Carpiie
Itdon, e paralysic of the busimses arale would e lese sew
e lawse of dewand and supply would e free to operule Lo mintadn
the flow of goods and services and the Tull esploymoent ol lsbou

and other prpdastive resoureas, withoul the banpering eifects of
sonopolistie and qua
The othey sehool of theught believes Wt the Samurch

i=ponopolistie resislences,

ie" syoloen
of fvos enterprise ils responsible for e Lusiness gyoley wil ita

spenying cifficuitiesy and Lhat & more orgindzed eontial of

pupply s needed, which would suwvelop Doth Bonope
ive snberpriscs, This sohwood of (huyht i Peprasenied Iy ¢ 6GV00-
ates of econouls plamning.




monopeliotio copetition frem

The elisdivation of nenoply snd
6 Ives colerprlise gypten, I addition %o providing & solution e
whese problens, would also %o & large Gegrec snpver Hw wemalning
problans of productdon, The solure of (heoe probiens end Jusy uiy
they exisl, will evelve from lhe Jdiscupsion which Tollows,

The ineliicienay of protusidon iz ancbhwr way of saylng wat
produetive resouTees are winted or rlsused, This wsete o visuse
pey be due to seversl features of the free enterprice syctemy the
business gyele, restvietions on jovenilons and pew indusizdal toche
nigues, ant inefliclent meticle in U e of RLURL FeSOUD00T.

The Dusiness gyole represents lrvegulerily of production.

In e prosperily pba
orisisy and with this erislis,y producers reduce thelr sutpulie
durding the ensulng depressiony when the 4 3 i Zow,
production gontimes %o be st & mindaam, Wil the recwery phose
is under wuy, andl expanelen beglne sgain. In ercer to spyrecicte
ls phenopenon, the nature and (he seurse of Lhe oyele must Le

78y

re expand helr sulputd

ol the gyels, jreduge

and seyvisss, Dusiness sedildons Lhun preeipitsie &

@%&mi&j
friums in that tw enlreprensus

to the use of resvurcecs have Lo ntive, ltaken in agg
gither gontruel or upend thelir activities, (In setusl pracidee

this condltion would never exlety bat it is a welul starting polntle
Oplginating forses from outelde the sconosy, cuch 8B wary frventiong,

et the sconosde ayslen is in temporery egulls

s vl muke the declelons with respoot

1« The general deseription wideh followe e based on J. 4s Letoy,
s Crales, (MNew Yorks Prentice  Hall Ing.s 1346),
e 404137




g".

subatantisl churges In sonsumers' wante, caucs & ssrles o buslnees
responses wiose malurs depends on the genercl cummplex of dndusteial
angd Tisnweiald sonditions,. These respohses uPs exprensed in chuniue
in 2be volume of proudlive woiivilys the volune of bunk ereuit
aud 1t rete of circulationg prices wixl 280 ol I% iz these Guis
ulative regponscs, yther Uan the origimeting foross viulch give
the wovelike effect of groless “he originating forges roducse the
effect they doy becsuse Lhey cowraile on & Dusinses aystem hal
termls to reuct In certain Wiy, 48 Whese Dubliness reaponses Suuee
the shspe of gyelicsl changee, Wwy Bay be regurded properly as

of eyales frow wiithin the systen,

Gow let us exenire Ghe uperalion of these responses torowh

Wﬁnﬁﬂl {Beazisagta

the various phases of the qvele.
1) Zmapaion
This bogine under the stimdus of an originsting cause, i the
axpextation of rising relitsy entreprensurs ingresse the oot oF
thelr business setivities, They euplay move laloupers and they
order more ravw meteriale. 7hie Inecrsased dewend Qo raw malerials
pats recple o w0k 1o other planis as doss We ingrecsed Geungsi Lo
gonsasption pocds, wWhich re@lts whwn Lhe workers spond saditlional
wiges pald Ly the entruprencurs, IT the pesidion frow widch
expunsion started wus one of incorplote cuploymert of rescurocs,
increosed demand for goods le setielied W We rapid ingresse in
supplys The espension is maurked Ly inoressed production, but nob
rigeg in pricas,

However,; o8 & congideveile inoresse In woge disiursements io

made to pen producing vaw walerials ar equipment, and these wages



are spent on eonsaption goods, the time lug which ceowrs in the
production of such gouds will losd to n pise in prices. The wolay
in the inoresse ol the price level is due Yo the Iuet that planis
are not ob the time belng used at capuelily. lenge, they cun ine
grense oulput without o proportionate incresss in tolal Cotlus
Seon botllenevis, rising costs and exwpaniing plants lesd e &
geneval rise in the price lovel,

“als viee is dopendent upon i ingresse in the volune of
pongtary means of puyment, uhich ls effected lavpely through e

expaysion in benk deposits. The velsclty of elveulaiion incrcascay
{but the evidempe indlcutes only trowh 1o account Lfor the incrvese
i output,. Hence the incrense of prices must be acgounted for iy
the incrense of Doneyle

The vise in prices s ly »o veuns wiifers, ‘holessle yrices
rise pore Lo retall pricss. The pyices of 3w muterisle ise
pore han those of ssnufagla Parn produst prices Lemd
te folilow the swing of »avw maderiul prices, This ddeburbs o
some degree the gynmelyy ol the price gysics. Price relotionshipe

are dleturbed, Changes oecur in the price sproeuds fren oig level
o anothery; and thess gorewrally repult in ¢hunges in the distyibe

ubion of metionel irngote,

Theve sre also chargee i the coest strueture, Vuges el to
log behimd prices due o cowentlon and & ressrve Jorce of labouyy
which is brought vl ewployment Delore wiges and sslaxles slurt
to risee Interest, eapeclally loug run interest is slow W rloe,
enc in the cese of existing debie, le fleed, Thus the murgin of
profit de inercasedy 58 verlious cost elements lag behind the genesul
vise in the level of prices,



(@) Zosm

The increzce of profite and its supioted continwmncs
& rapid rlse in slock market values, The oulstausling cuage s in
stogke wiudch redlest Uhe cupitulised welues of progpegiive eunings

and go reglsier the zisluy rollww of corpuniss, Intrepreneuss
stimulated by profit prospeuls, muke Jwrtier lovesiuenty sgalin dope
enddng chilelly upon an expansion of bank eredit, This capliel e
ansion lesds to further depards for conpumers® gouds throuwgh Incrcesed
woge dishursements and a sirengthening of the price level, Thoie

is & prevaelling epirit of opiivisy showm in rPecl castate amd stock

The susulative Jorees of ewpenslon ere Leing oversone Ly

a series of linlting Forces boought fnte play Wy the expsusion itoeld,
The gradual rise of cosls relutive (o prices cuits down the Dulge

of profits, The increcsed desends In the werket for matericls,
labour end woney capitsl, have resulted in rising prices, wive

and interest rutesy which werse formerly held haek by svailoble

reberves, LCosta of production rige s entrepressurs resort o Joorer

grades of sgulpment, wor
sll used, I neny guces new plante have been bullty wesulting in
gudden rissg in overheud gonte, 411 thene Jaotors conblie o raise
unit coata, '

“he prebles of sising widd cesta result dyon the sewrelly of
efficient means of production, miyit be met ly incrsseing priccs but
for two foctors = the limit imposed by Glmirdening bunk eredit snd
irgreasing consumer resioleng o rises in prices.

W0Ip end manngerenty &8 the best gruied are



Price risce muat be seeompanied by an inerecced voluse ol bank
credit In eireddation (or inorecsed veloclty)s The point 48 reached
however, vhen the pressure on bank sescrves lizdts Josres and Ww
volume of depesit liabilities. The banks relse intercest reles and
exanine with grester cude projecis oought Yo thers, This wnis w
cheek prices and the rise in stook meorket velues, The recwiction
of collateral may lield credit Darther,

Topressed econsumar resistence is due to the fuct thal
althoush incomes of living doesa't rise
eusily, oo that wore 13 soved fron these increused incopes tiamn i8
spents The incresse in demand for dureble goods fulls olly since
they ds not Luave o be poplaoced for & gorslidereble peried of UWooe

pey {nsresse, the standas

This muvke Ve pericd during wideh the orces maliing fow
gontraotion Dinully overawe the lorees of sapansicn, The oulsiard
gigne are - liquidation In the stook markel, stiain on the bunking
aysten, the beglaning of falls In prices, reductlons in order snd
80 ONie

The fall in the sloock warket is chiefly due to the pealisstion
that prefits comot e maintained, It le due in pard to ingidors
Wying o get ocul eardyy and in port o the presesure of the Lbanis on
broners’ loang. This helps to bring sbout the {all 1o prices and

prolits, Dovrowere on atock muvket securities fimd thwlr collistessl
shrinking and may hove o pay off sore of thelr louns, ikuy say
find 1% convaenlent to liguidete some of thelr holdivgs of coumodis
thus weskening price, The banke besome wwillirg to expund or oven




maintain the volume of loans, e & resuldy of this vweakening of Ww
neds of evedlt.

“he cuwmdative weve of Iliguidation wiiieh sele In on the stock
murkot, the money murket and the conmoddty market leude Lo e prolonged
vhuse of declining sctivity.

Vhen @ erisie oscure 3t is the result childefly of & collipse of
eonfiddnoe, wiieh onuses sudden demands for liguldity wich feed on
thelr oun Impossibillity of satisfuction, 4 @poctoculor wnd wespegied
failure may esslly lewd al this time to panie whieh results in a
general Fun on Sinenglal Institutions.

(&) Contzeation

There is slong pericd of stegmtion wxl industeial contiwm
agtion, marked by fulling prices, & awrtaliment of productive ucle
ivity end o decreses in the volu

The fell is price irn corider sicges wy be due o lguidation of
accumulated fnveantories. It i Juter due 0 & grect redustdion in
the volunme of baok oredlt, Danks and husinesses are waiiliin: o
continue on o nowmel scule of borvowing. ey heold cugh belingos
tecanse they fear the future. Thie full is purchusing power is U
background for the mice Inillsy Whileh despite gonorul

¢ 0f cEployrent ol POSOUICUDe

reductions in cutpult mark the depressione Fricee Dall unevenlye.

ihoge for nonmuflactured goods fell less than (hose for yuw matericls
and somi-findshed gooda. “holesule pedces £ull sore then rewuil
prices, loenopolistie compeiition tends to keep cevtain pricos une
paturslly high. A1l this lexds to w diztortion of the prise structure
and changes In the ineome disteulution vhich may prolong the depressiop



Yages and saloxdes log behind the fulling price levels due
%o publie opiniony cusiom, trade union regulutiong und 80 0.
Interest rete insurance and Wses cre also slow, he muwgin of
profit in mapy cases turng iste & loss, ALl thils creciles pessinisny
wideh exagoercies the asetunl losees, “he weukening of awwctation
froaw whieh recenaion started, brliyges sbout price fulle,y reduwtisng
in output, unesploypent reductions in purchasing powery and fTulis dn
the voluse of bank eredit, Pluslly contvection lisiting fovees
arise to bring conlrection Lo an ekl
©) Devival

Prices 2t lset ceuse Talling, Gue %o scereliy of wuppliesy

the weoring out of duralles goods, and the meed of Feplugemants in
indasiryg i agousilates, The costeprice relotionphlp bhecoros
move faversble. Iagging cosits begin to Fwil, The less eddiclent
‘ﬁaﬁi&w and nanagerents have Teen elivinated, llence, the mrgin of
loss is reduced and swy nudckening of busiuess noy now otart & wWve
af recovery, Olock exghangt setiviyy beowes grecter, 7The lower
lavel of Intervest lg wore lovourslle to an incvesce of brokerst

louns, ’The wpansion of constouetion and other capliteld projecws
nay start. Inventlon and iuprovement hove been enoourcged, Shasg

if the exparsion progesds on any substeitisl seuley, the tendengy
will be for grester industrisl asctivity o get under way, snd e
phase of rosovery nowes into the phose of expensions Prouuction in
modern free onterprise scononies is very Bighly specislizedy with
grest econonds intesdependence smony producers, whilch means that
when business s good for amy ene indusiry, conddtisis for othors will
wel to hmvove.



The evils of the business gyels lie in e unpconssde use ol
productive resources which srise from ity and the ceoconpuaylng
gocial uphesvals which are peneruted, During the peried of expans
slon, many entveprensure allow techniesl inelfficientes %o exist
in thely industriesy and sowe 2y overexpand because they are
overly optimisiic of future corditionn, Others Wy to eroate
demands Tor new geods, vhich luter prove o be ummntedy Wws
repregenting an iseflicient use of produative rescurces. Suding
depression, thousands of lubourers are idley end plants produce
a minduum of soodsy so et the eountery sulfers from & wuste of
both caplitel and lasbour resourecs, hese then tre the conditions
which should be rectified,

47he effective Dunetioning of our econcric organization,
M«ﬁ FATE A | a&iisatien of existing recourgesg

g Luboury use the best of wehndeal m%&a, wiis
; allecution of rosoureos Lwongs

@%,

¥ SN

&Mblﬁim;lwmw uses," 1
This should e the aim of the free enterprise coconuye
wo madn schicole of presend doy ecgononde thought have pul
forweyd solutions Yo this problam; based on their snmlysis of e
guuse and meture of the Dusiness areles
The firsl school consiste of the Dollowers of Leynes amdd

Hengen, “hey belisve that =
“eselluctuntions in econonle setlvity, supposculy pecular
to & eapltalistie s stam frow the wypredictalle

% 'viar of individuals u&i z thelr income, They moy
imﬁwmumwgww Tese uRlOSS
m&a behave in such a wy &8 Lo bring about o fairly
ant flow of morgy into conpuption and saving, and

1 = Gfmono, Qoua Glte Pe 7



a9
rely constant disteibution of momay auong
be sa%;;;:eet £ %ﬁaﬁfﬁwﬁ%@ﬁ%@m&éﬁ%
anplitade of hich are Peloted mot Inconsiderably $0
the decisions made.” 1

Reynes Interproted the bDehavier of individusls se bDelng uead
on a "liguidity preference™, (the desire to hold sesh balunces),
ag the shiel feoloy disturbing econonde equilibriunm, This he cluing
is due to uncertainty ss %o the future of the intercet rule.
Individuale will hoard In expectation of o Jong run riee, Loynce
aleo sssumes that as incones
paved Ly the Individunl, This scilon, imdependent of the rate of
investnerd, tends to reduce the sxpected med return on lnvostoani,
Yot for the sere roasons individuals are ineclimed to anticipate
higher future yales of Intersst,. Therefore there is o tendengy
for inwvestment o lug behind savings, with the conseyuente that
substential sepuents of lsbhour and Sapital pemadn 1dle wep lndicds
inite poriods of tine, due %o & long peried “deelining propensily
to conmpe®, Onge he proeess of decline has been indticated Wy
an excess of savirgs over lnvestoerd, equilibedun will only e
restored vhen there i o reduestlon in émvszg; goual o the Geilige

wontes desand for eapitel m&as

The stegrationist assert thet in the long rumy nel lavestoent
is related to the growth of populstion, tersitery end technologyy
anl that now that the period of econonie cunnucat of new tarrilode
desy ond of Incveusing birth retesd & well as techuolog
monte of a nation Bulldlng sesle, such as railweye, i8 overy we

ingresse, preperticnately more is

1 = E, Uy Dusrgon and D, P. Seheddt, Jgonople Sltasmstlo
‘ew York, London: Helrew - 111 Dook Coe Z&%ﬁ}, Pa 2
2 = fhidy pie 4=8




ave feced with a cholee betuwesn & high level of employmon
by contimucus goverre ;’i}ﬁﬁ;ﬁ}}@‘ or uwnerploypent with pollitlicad
and econorde inatabilivys

The liberalist school of thourht does not accept theste Contlude
ions, They have preceuted several eriticlsme o i
{1) Territoriel end population chunges are s & vule extrenely
gradual and ﬁm‘t‘ fmperceptible, eapeciclly for & countyy such we
{2) There is no evidence thet & deelining birth sate has adffected
the demand Lo coplital,
{3) The grestest economiec progress in the United Stotes came after
territorial expansion and reilway bHullding hed long einee been
{4) Zntreprencurs condition thelr plane largely YW those factors
deternining thelr expoctotions as to price and coole

I prefer to asgept the liberalist esplanstions of econcuie
flustustions, They ke the view ¢ghat =

Tese BNy interuption of the process of cupiisd lormuilon
to bwing & recduction af‘ BaELness mﬁiﬁ‘@g &

hiced Llow of goods and henco umenploybents' o
anid argue that soonouic growth and prepress have bees prohibitod Ly
geriain anti-econcnie olemanis, which have rendered cospetitdon
ineffeative, and wWhiich must e reduced of elindncted through g&ih&%
govermment aotion, desigmed to reestablish® the rules of the gue.”

In the view of the likeralists, the evils of the eyele Jhone
oseron arise from two fuetoras

BERY

1 = 1bid, pe 1€
2 - 1613, pe 16



(1) the unequal flexibility of dlffevent sete of pricoesg and node
(2} the relisnne of the siale uponh oo
of curvengy wWhere thay cnumwt possibly E"i‘ﬁ"—iﬂgl
{1) The 1nflexibility of corteln prices :plces Srom CUId-

sptual comdttsents over long perieds, snd frem olther menopoiiutic
elesente in free enlerprise seonounlesy which eseriiice volume 1o
price, in order to inoresse thely own gpins, "hile other pricus
oy Zelly these will nover the lese remain comsistently highy thus

1inz to ddalogate the vwhole pise gysten, Iabour ponopolice

ebitive contrels in the lield

prevent wage eutiing by erpleyers at the expense of wholesule isw
charge of workevs. Firvpe are fovged out of businessy boeouse they
sloply cernwt affond te pay the high prices for certeln produmiive

urees ey z%;:;ﬁ%f

{2) Covmerelnl barking with ite repld swalative owpunsion
sotion of eredit ls perhepe the mest lmportent single
Ssuse of the business qyeis,. Pubchasing powesr 16 at one time high
by virise of expanded evedit, and ot another low with contemcticn.
This bes & profound eilfoot on the etonoiyy throwh e
Investeent and the Jdonand JoP gesun, llove stale sotion 1s nogoeousy

w prevent twse estrene fluclustions of the volume of woney ard

credit within the %ya%m.é
Price Tluchuations we buwd o coour in & iree emierprise

econony s Wb Lhe bore Jdore would b considersbly lossensd Wy U

oval of monopolistie elemants and thedr resulting friotions,

end the agoeptance of the stuits of one of 1ts bosiec Dwtiong -
the provision and regulsiion of the alrculaling nediunm,.

1« Dixons, b 018

2 = ibid, ps 15
3 = ibid, pe 15




Two other polnds =0t e pantionsd with vopad o U
efficiengy of produstlian, The Rivet perialins o palenis, whigh
prevent the publice from Lenefiting fron techmslogical dloscovericy,

ough the erestion of monepollatic conditlona, or the prevention
of these dissoverics Delng put inte eifest, Vhen thle o0uurs,
in he lowy mun, there 1s & wate which iz needlesi.

“he geoond converie the eo
Iy whleh T de st mean tie atlenpt o save resources for e fulure
through precent abotinence, {1t is very possible tal these

needed in tines to comely Wt
Fallwer & prevention ¢f tiely wetell utdll;
Thie woote Tooulls -
{1) fvom the marketing of sesially undesiveble preducisy produs
glgmed W stisulate now wanlts, but W induge the covmwcr
o tuy the adverilsed good in plage of & substitule good, and
{3} Prop the explolitetion of resourses fop short Lern prelite
with utier dleregnad Dor thelr Righest yield,

vetion of malurel Tescurces,

subiohe

These LR are the probdens of production in Wie free eniolw
prrise opononys Tae gunerel polutions nave been afferal,
{1} &4 sejuvenation ef Whis tpe of coonoeys to muike it funotion
properly o Gae prinsinles of fras conpetitdon; o
(3) & 810y Tron gontrel of the syston Wy ewpetitive furces W




2y Telated to dlatribulion,

oe problem of distwribution In the Irec enltoryrliic coonony
is twodold, Individuals are weguived to muke two uele ol scunuiie
decislons,
{1) They sust decide how Lo allocule thelr protuciive resources (0

to secure went satisfectione
The firet relates o productlon, the seeond to gonsw
fundenentsl differences arvize betuven these two sels of decisicin.
In the ires pluce, the orpandizotion of resewrees in production 1o
& wahinicsl problen Gifferent from siy in the subjective Digld of

choosing final producis in conm

reandzation of differvent kinde gf vepductive cepasity o wloe
available for uses other than procuring mousy imm, while mongy

etlon,. Thyees

santions 3@@&’{’&’} the sooial

suy be used anly in the purthase of gimzééww‘»w

In Cheory, each Individusl spportions hils mongy incove smonyg
products in such & way as to veselve eqgusl indvecents of WLilly
fron the mergingl ineveuent of cwpenditure on every products It is

pmed that there ls only one price Jop the same product in the
sune povket. But every IndiviGuel does mot buy and congume every
products mor is he on an Indiflerense wmrgin with respoct o deling
B0y The uwillitiss of voricus produets to Gifferent Lnaviduals
canngt be sorpared, Ingvrepental utility reslly only moesures wiee
for sny twe producis, for all inuividuales who conpume bolth, o are
on the sorpin, The eguilisstion prineiple 48 then only vwalid in

1 e Enlpty Fe ey J0LES o Utidity ard Conbs o
S e iDidy pe 4




e merket where everyone bhuys and eonsuesd every proddunty wilh
Aiffererges only in Z?W%inm’; Tuds raises sesplicciad questions
a8 to the gconditions under ¥ilch an indlvidusd eatubliches wn ine
differarmes squiialence
one which he doose If hie iz Oree L0 4o 6oy Twp reasons ey 8
glven - 1t noy werely o & matilar of lasiey or 1 may De had at
e exlsidng price scale and with hie given ingomey the inocreiantul
utiilities of Final uolts of olher produglie aye higher Lhan the
indtial udlity of the a&::g in question. In addition the individual
oy ot be fres to o 50
Vith mepead o the alliseatian of produelive ressurges asong

fifferent vecs in envning & zoney ingope, limliaticne of e cquale
isation privalvie Uwroush restdictions of Lhw Sreedunm of the Likiiye
idual to ransler rescupces fvm one ues W arather nre slndler W
those on the monay expenciiure alde, With division of lubouwr
Srecdor exisip only bhefore speciclization bafine, . fHlerusrdsy 1L
i only possible o speak of epuilization ot equilibriue of somay

W to different uniie of lobour, as %o slesces of labourersy
within vhiich e}l individuals sre quantitatively alilke, smd all
of who gsp Wwansfer Srom one otoupation to anetiery within thelr
given glans, without changing the guentily of labour Jurnlshed wo

ot he Goes not sonsuwe apnd

wessured Ty the value of e added produnt end the fnoons repsulvals
Heilsrly other produotive rusources ove linited e o woblilily

YW Allevercon In the sultsbility of didferest rosouroe Wpes W
Gifferent m&s

1w 1083, pe 6
& e ibidy pe 7
o - iﬁi&,g&ﬁ



L working of the fwpes enterprise gysieny Dros o Jraelc slaids
point, fuotors arise wWhiich obetat the working of thle il ~te
ep where the pinlmd

SR
A

The moerginal prineiple will operete ot Dudl offigdensy ondy A2
in produation, at eouilliveium, Sisiler unite of produstive sepuelily
carn egual ingonos. For this Yo be the sesey both the provusiive
eaprally 1toelf and the incme sorped mist be celined in pursly
ghlective terms, The effoste of difffeverses in Uw sublective
attdtude of the different owners mast be inoperniive, and productive

¢ Lo smatleur of peling piyelicsl resus 2

produce o maxinue soney ralunn, duindlusessd Iy olwer coneliarationt.
A% any egpallibrium polit, the relutive supply of win products mast

e deternined st e meygin of Indiffevernme Ty rosouress wWuleh nove

aizatlon mmst bo redase

from ong £i61d to the other in respunse te the lesst ddfferesce in
he pesuniayy welue of the product,. Thie reoulres Ued eltier the
ansiyre sepaeitdes of the sletely
7+ m&&g Wizg or that 5 fixed freotion of thelr gupaelily e oo
ée'&a%ﬁia
Thres othey poldnte should be santicosd in conglosion,

srmnedes o oudm ponay 18 devolel cum

{1} In precont day free enterprise cconunles, sunopoly ot soncpolists

is corpetiticn il {0 prevent radusitive vusouw

I~ Jn He Clagk, ““mﬁaﬁmma

Vole 1V pw 172




8 lesg produstive use %0 a more produstive allerantivey o I hnve
nofinted cut beloree

{23 ore of e underlying sesuptions of e frece entersrise
seonay s Thet e coonarde belwwvlor of Ui indivicusd is pationule
“here ils i not Ghe cuse, there will be imediiciences in thw
woriing of U6 arsiche

{3} The swveblen of ddatritution 1z reletad to the problem of velue
and pedeos, Then the lalilewr & solveds ¢ selution Lo Ltiw lorwer
ray e oltaiwed Dyruw ite Fhon e price gysten fuils Lo opeinis
smoethlyy In alloseiisy goulds and sarvices, disteibution il pushed
on dencndnater whieh

Lorthey Dram oplimus, alnge peice 1a the o

rakee i allovailon Nawilion.



Se= The Imnplitutional Fuslors

In the Jlaanglsl atrutlure of modern Dusinessy the corporatlion
pioays » very lwnorbant role, Hagy borelig hove seovrued (o seeloeWy
throagh the covelopment oFf the jolnt stock gonpuiye Livdted liabile
ity has oped sources of espital whilelh before were inpopsible tw
wililue, and wilh iis in cupitel, industry hes been abic
Lo sl great alWwldesy pertdoulardy in mecern Lires. Dowovery ol

e sanm Wae, serbtadn undesireble feutures have weveloyed alivy
ehled woong Gheee belng the prective of pyrandding econteol by mmans
of <he holdlay company. This has ewsbled men like Dockerfelier ww
Wils wge Tlranglel espires, wiiah, widle they heve added %o soglald

gain o s eurlaln degree, hove Deen uniesivalie in forsisg momopolies
wad exeriing wndus politissl sontvols. The conguser remning relolive
ely spocking, pelitieally lparticulatey bul the monopolistis producs

er is alie to exert consldershie infivense wirough loblying and

PRCEIE CROUPe.
The sammereisl beuk by sesns of exwpanding end contracting orocit

espiwmeizes arcelioal swingss wiih sericus »esulis b hes wlrowyy boon

polnted sule This oflem has The eilect of mmulinlislyg sound govVeIrDe

mewt Discel poliay, shdeh mey e atierpting to contrel the velume

of pomoy in elrsulution, and thersly lessen ihe olfects of the

buglness oyule.

Government sonelaryedizonl policy is mel houwever vy osien

whnd 11 should be. loney s the bDasis of vur enlerprise econqy,
aluge prdes wot enliy serves W allocsie predustive vy cuong
gidferent Industries, But also apportions oulpul DoLcon CORSUERE
woods and cuepliel goods, It is the mediue of exchange in e




3
eQOnAIY . O also effecis e econony Woroush 1Ue use a8 &

mengure of value, 7The lncresse ond degrease of ithe cwount of monay
in eireulation has & murked effeet on the geversl price level, &b
well ze on relative prlees, lenee the need for good government
ponetery policy. In the past, poverurent huve oblalned money o
fimance Yy Inflating the currengy to oreute new purchasing powery
{veally only o method of indirect taxstionl. To & limited exitont
this may be banedielsl, but on the Whicle tends Yo be heraiul sinec

certaln groups in the soonony are burd Ly it. Por oxaapley all

pergons with rigid or reletively Tixed inpues are Iurt. 4 colile
imaally unbalanced tudget ly oreatdng rmew songy (or éxtending gove
ernment oredlt) will eventuully leed to indlation. There will be

a loss of sonlidence Ly Lupiness, wilh decressed private expends
iture, incvensed hoarding, sad a falling off of Luwvestment and long
term commdtiments, Finslly the publie loses sll confidense in the
govermment o conlrol the situstion, with resull -~ pusde ayling,
The end is wan in sight.

Judicious govermment spendlng would earialnly tend %o allovicie
the business gyele, Ingreaced tuxing and deevensed gponddng in
good times, and inoressed spending with E%ﬁi%’&i’bu&% toxation in bad,
would decronse the Iull loves of gyelical swing. Politlicel eonildole
ations greste gpvwve difficulides in following o prograr of this
mture, In the Tirst jlage, people tend to evalucte goverrsenis
by the asmount they reduse texess Thorelore there i o tendenyy fov
BBt Jovernments to try and lower then regurdless of the econoxde

SonSeuUEnses, Uecoadlys there i the problem of predicting the

{lew York, London: lletraw - 11111 Took Cees 1938) pe 34




gyaley, and plenning shesd, ho is to prediet how sccurately we can
plan? 4 final consideratieon is that Ly spending on bullding nalere
ials, the govoryment il iend to keep the prices oy theso Whilngs
high with the possibility of penalizming privite Industry.

& progressive wantlong goverpments can help te oreale
& more sgual distribution of wealth, Here aguin politicel cupids
lengy enters the question, The diveel taxn, alliough it plaoces e
burden of taxntion on those who are best able (o bear ity 16 une
peopulary whille the Indireot taxy wiich does not do this axd Jo
therelore regrossives ls very popular sinee iV is & more painiess
sethod of paying,. “he burden s shiftedy and a8 in the ocuase of
the sales tax, my e o voying degress pussed o $o the cunswer,

Hany povernmentes follow the easy course and tax indirest

Jne of the muln features of givemment cconowdic poligy ZTollowme
ing the Gepression ol the Lndrtiesy true not only of supitalict
gountries; tut of newrldy sll statlesy wes Lhe prectieelie protecition
of home Industries trough trude lewpiers sueh se the twrild, In
llazl Gevmepyy this wes corried to an extrese in an abioupt o muke
e countyy os nesrly self-nuificient &8 possibie for e soming
world wirs Internatliopal trade bogped down almost conpletely
during this perdod, with the resdlt thet the worldls eccnenic roe=
ourses wore lserdiciently used, and masy npot used at all, Cone
sumere in one countyy were barred Dros beneliting froe superior
production nethods of another eountsy in a certeln industry, They
were foxeed to pay more for the sume conpodity prolwed &b hotn,
In ndaition Yo these conditions, the tarllf often operaied o erecie
monopoiiatic conditions with thelir scoo

rparying econpude evile.
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“he desperevic form of povermment which sesompunies the free
enterprise Jovm of ccunpmy leuds as & wule to ingenslstent econonie
poliey., In cruelald Liuees o depression for esampley this moy hove
& severe Impact on Whe eoonony a8 a whole, 48 yel we have found
solution Jor thisy and we w1l Dind no solution; unlil cach incive
idusl oltizsen hag been edusated so that he ls Dully comwersant with
econouie principies and pollcies,

in gonolusliong ot me cum up the mailn problens videh face the
capltalist cconony todny. These cve unemploynenit, monopelys and
the business gyoley with selstively lov ratiomsl income and o very
unenual dlstribution of weulth, Thelr existenge hus led muy to
favour the aslternstive cholee wovided by ecoropie plavming.
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mﬁ&ﬁs@ refers o Lot sovenent shiich aiss o vt dn
a.& i %&z rutoer than in individualis, e ownode
AT axf all msturee~nnds end mrmm am}&w
g ' : &agr@dmﬁammmmmtw&m
az*a%sssﬁ pational may be wove egually distyributed witie
out meierially éﬁ@w@m the imiﬁ&:als gopronie ma%iﬁ-
ation o his Ipesdom ol occupnitionnl syl consurption
cholces," 2
This dedfindition of sogisliae Irpliles & muwber of thingse To 0Pt
jate 1t fully, ithe individusl poris must be cxapined curefully. In
the Liret plugey the lavn “movers
izations with specific progrups using dellibsrotely chosen tutics
Gegizned to transforn the ides of soslslienm into conorele working
“Soplety as a whole® refers to the combinued
sxisterse of sope fovrs of crgenized soolcty and the exislence of
gone fore of Wit we enll in the lowades
grpenization of soelely. The vesting of “emershipy aml menngensnt”
in soclety rether than in individusls seans that the decisioms
congeralsg the use of produsers' goods would e direetdy made Ly
soglety lnstead of inddvidunls, “Ownorship® of property g
mowus with The power 4o ke Geclslons with reguad 0 148 GO
It is this power which sogisliisn plans to teonefer fven the 1ndivide
ual to socslely. “atwe and mon-pede produsers’® goods” are used in
lorge sesle produeition whenever the fndividusl gontrols sueh &
guentity of produsers' goods that he Jinds 1t desiveble to esploy
hired labour to ssslst his in velng
adw is o Incresse notional ingome, we Iuply that the potentiel
outyut of exisving productive sgents s vesier than thelr present

W moane that there exiat orgiie

Thon, Vhen we say dYut the

1 = This introduction is & swpury of Cie Loucks end lloot twestuent

s PPe <GeEUG
2 = Ibidy ps 276
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actusl outpute If income is to be move equally Clstributed, the
extreses of high and low ineore must dissppear, This is sll o be
done “without deatdoring the individusl's cesnonic molivation®s
In other wowias, wille @zf%.iam yving o shilt frop Inddvidaced
sgonopde impentdves o social mon-ccunatuic insentives, the cesire
for the inddvidunl %o soguire ifmgowe wiith which he can Tuy goods
for his perponsl uvse will be the incentive which provides husen
enevrgy for the produstive profess, “Freedon of ocsupational
eholes® means that the indlvidusd w11 Love substantiel Drecdom
0 chwoae the purtisuler ¢lumnmmal of cgoupatdornl
e wishes %o follow. Y “freedon of consuspilon choiee™ le woand
the absenge of retioning of consusers' goods, The inGividuel ie
free to ghoose withoutl Uhe restrictions imposed Ly the gurpend
s1legedly mislending sdvertining wnd pales tally & mowe sgual
dlstrdbution of personsl ineoees will peun grester fveedon of

sumerst choloe for mary who wore Lovmorly exsluded from & wide
range of choloes Y esallzsss of ﬁmj

The centyel fsoue betweon goclalies and capitalionm i cne of

properily eights in producers® poodsy of the seononde decleions
relative Yo these poolay and of the distribution of the outpul of
these gouds in conbimmtion wdth lubouwrs Segiallsn propossd o
organize productlon, distibution and gorpuwrption ddfferentdy
from capitaliom, axd W this emi advosutes changss in the legsl
institutions ﬁiiafh e socialiate Oeel ave he buels of e ovile
of eupiialien,

spdsavour widah

L= ibidy ppe 3770



The soslolicls mske severel bagle eriticisue of the gwpltals
ist sveten, They polnt oubl thet prolits can Do muie by eharging
& low prigce snd sellilng o lavge quandily of Zoodde The buslincas
man oy Do induged %o oracste o searelly of guols b oruer o Iroflt
from thedr sales at bigh wigess In addition to this, very lure
Pixed lmwesteents sgy muie 1t uprefiteble for the business ren
benedit In both these

The soelelist elaims thot competition leads to waste U
gestructive metheds of produeiion, wittholdisg goods fyow the

ienge soolely fadle o
1

sxsmples of the working of the prelit notive,

3oy

market, and destroying them to keep the price up. Price Wars may
rain efficlent planits Ywrough unethicsl eonp
thie sume time, the conbination and coup eration which twerds W
reduge his foster munopollstic priceefixd %j

Under capitelism, eertaln ypes of gouwds
Yo meet unheelthy demand
1itersture), are to the detriment of soclety, bucsuse of the Zact

people will by them. Produetion i not at its full potenticls.

sLitive ruetiges, 4L

winigh are prrod

{for exunple, the derand for pormogrushic

Lonopelles with thely quolo gysieus, andé (he wrdengy of producors
o restyict produstion whep Vipes are hupd
wasie, 28 we ore ot suploylisg owy produciive rescurses o thelr
011 sdventage.

The soclellists eritiaize the wnewrned ingoews which wre a
foature of vuwr cuunouy, vhether they may be & result of imberitusce
or individusl gontrol of sewree productive resouroes. hwy buelieve

poang tut there is

shat vsesrsed Incoves eondxdibute to the spread of isecones from the




Tew that sre vory high to Those that are very lows They bellove
that the seuxe
ite resulting witle trilute, such ag Jund renty the intereut on
ivherdted funis, monopoly profils. They consider Lhat such mule
disteibuiion will have o vory unbeslily efiest on the prpauetive
z;m@as%z

2 iz private cuncrsihip of produciive resoursesy with

The socialist atiack on capitaliss vay be summriszed undsr
e maln headdnges
(1} Critiecism of the manmer in wideh produstion s carried on.
{2) Diesatisfection with the wey in vwhich ihe products turned ocub
jed Individunls arg fenilien,

Thue v ey say that the tasiec alwm of seclailsn f8 to Lsprove
the position of the properiyless clusses of sutlety LWy o redietribe

ution of the ingowe derived Lron PPOEriye

1= Ibldy pe S



1. Delsted to produstion

The gentral protlesm of sooisliet scongsede theory 16 e
problen of the allooation of rescurass in 1he sboense of & Sreely
gperating prlice gyston, 48 I have polnted outb helorey the onldos

prenour uses the priging aysten W reduce %0 o 2O
g snd serviges whigh enter into the mepulacture of his
particular commodity. This omliles him Lo agsess Lhe cobl of prolde
uation undeyr different ecubinnitions of the produstive semwviges, It
is e pelcing grston sﬁzﬁ*zﬁa in sstablishing o weans of sowparing
the efficiengy of varioud metholds of production and of voricus ootib»
imations of prodoctive services, poovided the basis o the wlioge

stion of produniive resources Lo diflvrent uses

Professor ises wus The first W polsnd oul this preldes of
allosstion of wesources witheul & Dreely operciing price aystom in
; gismand Uy, - ide

hie arbicle on [gongsig Selauiation I s Cecialist ©
padn contention wua that an econpude use of sveilable resources (the
use wihdeh will maxindse returng) wases only pesesible il prieing wee
modlate produnte and meens of production, Singe tiwre is no mrket
for the szchenge of the sgente of srodustion wilh the cugepiion

of lebour servige under svelallism, se these e owned and used Wy
the state, be madnteined thel they are incapable of belng prdced,
ds eonplusion s that no othey process takes into coveiderstion
2ll the relevent facle In the sty woy as does the prieling poceds

7

1 = lilses, "Deonopie Coleuwlation in & Jocialist Conmundty™,
Calleetiviast Doononde Planpdng, eds Ly Havek.



of the cupltalist murkel,

Professor ialm followsd the lsud given by rises, malntalaing
that ¥hille frecton of gongaption will gusrsuites Ll %ﬁii%%%ﬁ%z%%*
are priced,; these prlees cre meandng less ue they con oniy be

gumpared with e arblbvary prlces of 12 sgente ol 8
sxpoption of Isbour) whieh are seb Wy the cenirnl sulhoritve.

Julm looks upon the prieing progess se “an endless notwork of exchunge

relotionships from whigh individusl pleces gannot be amwmxy

torn without Injuring e restP, IT it i impossible for 8il e

<

agents of produetion o enter the prieing pyocess, ten ho rouaining
pards will lsck the isterdep 2
vorking of an exghenge CCONOIY.

The Dizst major step Lowmads & selutlon wse talen W Profegeor

Jickinson, round
in Wds srticie Price Vovvation in g teglulint © R
g}@gﬁi‘?}lﬁ to ovelusie izzéz factors of prodi
a conpetitive market,

Digkinson starte wih Tour sssuspiions:
{1} &11 goods for pevsonal consunpilon ave privetely owned
{2} The fuctors of production eve publicslly owned.
{3) Production s orgunised into aulonome
grouped In thusts on the baslis of thelir technionl nature,
{4) These trusts wre grouped into Imdusteies whilch ave supervised
by ap sgoronie cownsll with the Lined word in all matiere invelving

dne out the ssrlier work of Snwico ’ﬁr@a@t e ghous
" wwt 1t is
don withsut

5 corporntions whileh sve

;zmi;:{a& ansl dlstrutution,

1 = Hanlmg ’%W T %ﬁiﬁi@mmm on the : mzﬁmty ol ‘dequale
ﬁm& tiom In The Cealalist i‘mgﬁ & aﬁz&aﬁaﬁ ooty
Pe 1 eds iy von Tlayek. {(Londons ’é&&l a5}

2 = Deonvnde Journsl, Vole V. Juney 1080, pe 257



In getllng up Bis Iypeltietdcsl econugy he dletingulgins between
e poods and sexvises Whieh the Inddvidusl munld choose Iov hisseld

S ‘X’:\i‘

{euoh a8 food) snd those not provided Wreeplh e sotien of W

and supply oo the waalel, Wb whdeh snust I provided
a8 o whole through grouwp sotion, (Lo sumsple ¥
be used in this cconuny, and all relovent and statisticsl dots sueh

dicinson ¢lalne the poesibilily of mathomnitigel detenmdmniion
of all the prices which sre necesssyy fop the omplsie and aouurnis
allogstion of pooduciive Tocsources, 7“he problsm is to e solved in
s Selilng on the meoket will be done y sules
asgencles widh will kesr stocks of gowde on hand ot & level sullice

iont for current mesds. These slocks
aent beok to the produsing sorporations,. Sgoneiss will sell thelr
souds on the busie of Wt the merket will besr, sdjuating peice

to avoeld surplus of stock. In this wey the uenesi sghedules for
maption goods gan be statletieully consieuwsted. The oriels sand
will walie thesm to consliuct e

Into the produation sorporetions
enand schedules Tor goods of a higher order and tius emsble bhen

to set the prices they will ghwrpe e selling sgunciss, Thaap Dicke
inson elsive 1% is possible w e prices ell e wny Jdowm the
iine, by equating supply ond demand ol o
ations obtaindng an sdegunls costing systens e admiis e ddificule
ty vhich srlses with goods wWiigh ave 1o Joint and corposile denvnd
but slizdue 1% is still possible to reach z solution.
This theory hwe been ¢hiefly eriticized on the oo

gugoessive approiline
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rrastibility. The maber of equetions ard theiy invawporsble solule

o 2% Ea;

ione make iV impossible te % produstdon Lo mect lhe predore
ences of consumers. Under dwuic conditions Ly the tdxe sie 836 of
equations would be solwed, the sltuntion weuld huwe Ghanged aguin

corpletelye Profsssor Lerner also points oul That In ootpudling &

gongumers® demspd sobeduale wnder conpetiilong ithe assupilon ie

e thal sll other prices are ﬁﬁﬁﬁu&%i mt Hekizeon in culs
culating the propo
devote to Jdifferent usea; is sdding togelthwy e Lndividul dsuand

lone of ¢ifferent Tastors of produgiion W

sehedules for different prouctis el varlous prices Wi culildom
dieting Uie sapuption.

D Cegar lange hae offsred e oot saticluctory gunteinuiion
to the solution of the problem of piclng in soelallsm whileh ;s{&s;
yet appeareds in his Wect Jn e Jeongrmls Theory of |
in wihigh he exanives Yo scoueic » Mili%g* af M&aﬁ’&m in
satting oul %o stieok the pooblen he oske o questions?

(1) 9111 the conguser hoave Troedon of chodes?
{2) ¥hat will be the slleoation of resources te sutisly thelr
prelerences?

speuming the angwer {0 the irst one ls wifirsniive, then e
consuserts praierenscs {shown Yy dowand schediles)

1 = fe Pa LETBow, .uﬁmi{a Theory i the Suelnlist ooty
EFISE o AT A * 2sy V&Q ié’ mm@; 1&3’%




zusd govern produciion and henee allocuilion of rogourcus. 7o
viilizse rescurees LIy econcmic esleulatdon i requiredy ond Lov
thisy & mathel of ovalustion, (lange pregecds this wilh o discusie
fon in which he comgludas Wt the consuser should be irec to chosse
the gooda e desires W0 conguemg ob The basis Lut Lo uwe another

ghoosing for hie slht set wp a dongerous precedent towerds totulits

arfanion),

Hises »optudated three theses which he considersd W be vallds
(1) Puldiec owneyabipy nenng no actor perkete
{2) fio Paglor workel soung 0o prices.
{3} o prices woans no retionald cnloulation,
Lange sgpecs with ithe firet and third of Liese, Dul not the seewndy
as he corsdders that lees hue assused too naevow & conoept of
priges In its nerrow mesndng pwice mey be delined as Lhe sughonge
ratio of ary Luo ccommddides on the merket at the noment of tive,
Bt o wider view may be tebon ad price gonsidered “as the erme
on vhich ellarnaiives wee affem%g

Longs belleves that for oprisun allogutlon, thive clugues oX
iformaiion ove Decesesry. IR the Iiest ploge, there sust be a
prefeverse sgale Jov findghed poods tased on individusl demad
sghadulen, Jecondlys "Lie terss on whilch Lw vllermeiives nrg
Foeourves avellcble Jor ppciucilicn,

Thds is to say Sl reslly W sllocule Pesourges, ety
pices and supply must by kaoun, Heos Dellsved the second

unsttainable without o meshet,. Longe clsins thet witisetely in

1« 30ddy pe €O
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both cupitalisn and seelallsm, price is detormiyed by the poseliblle
ities of wrassfarning one cosmodity into ancther, e believes
that soslaliot enlvepiensws will Do abls o sel up wotoumbing

peloss cqually as siguificant o e goriet pricos of ouplitalisn.

Tuo apsurptions underile the covpetitive muokels
{1} The mumber of coupeiing producers wid cans
80 that T Influence of sy obe upon ice is neglipglble.

(2) There 1s fweedon of movement tiwoughout the LnGuBtEyy 1se
wobility of produptive rosourges,

T oblain euidlibeius an objective and & subjective gordition
sast bs ulfilled, The corpumer mast maxisize the potential
utdliyy of his Incume, and Lhe wuiucer mast masdsize hls prulita.
“his he doses Yy sisladzisg his cosis tiwouwd Uw wguillssiicn
pEinoiples Ho will expsnd output o Rwe polint where purginal
Pevenue aounls sergial aas%l In this wy the suppldy elenent of
shorterun eouiliirion is deternined ad ot the supe tlne the wols
ucer's desaal for ultisste productive resoure
prives of thwese meepurces will be sush a8 to egusie supply with
With Sreedon of movenent bobween Industrico, the botal
stpud of the induntey will be cuch that ovornpe cost poer unit Wil
cumad the pyice o e produnt,. 9t the solnt of ecullilwiue
winel revenus equals merginal cost sguels
averass coatls The objsciive coxiitdon s sotisfed wien ogullibe
rioe prices oguete swppdy and demamdy longe bDelieves al tohe

smere e sufTiclent

3
P

s eprecsed, The

under sospetition mas

i it s

1 - This sy e only & short ran equilibriun, since sveruge coste
are ot meecscarily sindcized,



5o
problon s solved Yy trial snd crvor, very competitor regads
prdocs a8 Sixed sk unalfected Ly sy setion that heo oy ehke. He
will zot in the menter indiccted abovey and so prdges will sove
under the Impuice of 8 lare gvouwp oF coopetitores uullibyiunm
pricos are appreadhed Wy 2 sorles of Wislsy coeh axislzg o Uw
error of thal prosgeding ity wmil equililerium ls reslored., Vel |
vrices do b cguate cemand and supply Yorcse catw inte ploy which
bedinye sbout this return Y eouilibwium,

Fuilexdy in sovlaliss the come tee conditione would hwe 0
be Julfiiled, Pricse, now of Doitbh the maketing end secountlng
verlety would hove o epuals Gend el Supplys 0 the tasls of
thase prlees individuads will operote weeonding
e, ting peices will be objeative in that any deviction
Trom ojullivelus theousl: covore In the piries ebructure will be
vevesled Ly shorioges o surpluses of the oompodity in question,
thue polinting the direciicn In whilch the produgtion
nove to Temedy he sltuaticn. et proferences will dolopw
nine demand, Humagers, however, will mol o8 before stlonpt w
pmoxirdze profits, but i1l be guided Iy sorinin cocounting relce
isid down by e contrsl suthority. F
e corbined 1n the mood elficient mameyr o ndninise cobta of
produstion by owualizing mowginel felurns, 70 Mepluge the pewdit
motdve of the compaiitive gystamy the conlenl authorily met oneurp
that agers of o whole industey wpend o gootonet Uiw :

voiuetive servises st 85421

to the polint dlwre rorgingl gost euunls price.



Thvee ralee are iald down
{1} Combine the isctors of produaition %o nintsdse aversy
(&) Produce to the point wWwre muwrginsd cest euunls price
{3) The owmers of the ultisete fsotors will sell thess o e
higheat bidder ap before. The gentrul euthority will ix prices
on cupital and natursl reseurses, and these wWll go only to Uw
industries shore the vetwrn Drow them will o grestesis
iange hes shown us how 4 specialist coonusy
obtaln an optisam allovsiion of roiours
competitive market for the leetars of produ
The next problem in production we nust conslder is thet of ithe

6 dn the sbeense of &

34 £33 300

regulation of the vute of intevest in ¢ soedallst sbuley in oyder
1o enoourege capitel fommation, Geory alin elaiss Lot valicsnl
intewest esdoulation is Lnponsihis under &s%imi@.} Hith copital
gurad and allecated Ty the commnily, & sale of lnteswst wideh
will deterndne the relaftive noeds Tor ouplitel cun 1o longey o
obtalined, Ay orbltewsyy Tixstion of the interect rete Wy ©w
pearelity of eapdial in relation to the Jdeswnd Tor 10 would o

Dlekinson stater that fnterest solouiation is ﬁ%ﬁ‘%m heawgh
e gapitel desask sghedules oL wxicus rales of Aaa%ﬁs‘*@&% Sy
these the centrcl suthorilyy wouldd be able to cmpute &g

1 = lalme " ‘mﬁgw Conplderstions ob the Posslblillly of mgw%
caloulstion in ﬁi& Coelaliat Ctate"y CUollscuiviet loonomde
%«sﬁ?ﬁ?ag Bls Ty Fa La Vom Hoysk

3 = Cdekinson, "Feice Formatien du he Doclnllet Cesmundyy”
Goonopdes Jousmal, X135, «»%%m; }ms;}




depanid, Then with the Interest rate and the smount of ¢
prested Iy an eguotiong 1L my e ceen thal when one is Fixed,; We

othier s setomticully delergluad, Caloulation Doy the surshuys

of risk, soys Dickinsen, will at Dirst b Lavgel

¥ & Botier ol [aGboe

workly oinoe Lreo conpumerst eholee will mesn
predictaldes Lo & certaln entonts lowowers he polints oul whud
statistical dndorsmetion might possitldy be able o resove sote oF
thic wnpreuiotibllity.
The Intevest rate mush b 50 determined that the Yormutlen of
gapitel le enoguraged. lange, with subseguent gorrcotions Iy
Loernor, belloved Yhwmt hds should bo done sybderdly Ly the cenad
plavaing &aﬁ%@ﬁt@f In sthey wovun they bellewed thot whe 1ntorosy
sate eould be sod by this eonlenl authwerity ao et eapital couldd
be cocumilated &% e rale they desmed 56 TYe 2amdr position
is brielly ot lnvestuent chould be mede in an industyy vhen the
resalting cutput from these lnvesimunts will cover the soste of
produsing it This would 4relude sn interest charge on the aupited
ivvolved in the work, IHenoe Inwecsiuent deslsdons would o decontauls
ined iv fovw sod direstien whille 1% would Do wp %W s planming bosrd
b of cepital %o be imwested In all Indlyy
during & cerbaln porded and then st the intsrest reie so Lwt
agsregpte Go would be adineted W this smound,
This tresteant of the problces hes been ordtisized
grounds, the firat belng the congention of the deswad for auplial
in tovme oF the dininighing profuotivily of o gliven stock of ouplicle

prenst

on severnl




&

If thic were Wue, e hipheyr e interest vatey the less epliwal
will Be wesdy and conwerselys e lower e intersel ey e Dode
capitald wlll De used, Uhis vwould noun Whet the laderest muw
SoRteeds The rale of Lfonvesiment, I8 astuel peaticey as Lwasteonis
incveuse, Gere is o cumulstive swvarent of fmwvesty which arbiltoury
iaterest adjustment weuld protully il 4o chsok,

Senondly s Zﬂ:ﬁ‘& has boen oriticiszed for not taiklng ivdoe cunslids
eration the questien of full employment in projesting hie $dsue on

the Interest sate, The interest yule st be 8o repulated that

the usnger of technologicsl unemployment is mullified, hen o
gucetion arises s Lo Whelher precugers should produge only w e
point wheve marghned Sout epualds prlce, AT mem will be vsespigyed
at thie levely e duweer rude lald doon mast be overleaked in
orver o ilnsure Jull simloment,. It is pelnted out thadt G luterest
rate dose nod rellect e Juture need For goplited for soaitionsd
Johse Shis e Gue to the Inely thet workers who huve been &

i3

by technological lspruvanente. lowever, the centvel planning
wmﬁty would sertaialy eonseloualy Wy o oweldd thils in so D
as possible by starting leng 1un Diwestsente duving iy given pericd
whdeh would be equally ddsleibuted between pinjecis wideh dixindsh
J008 apd projscte vhich orvatle Jjobs, with proper sllowance fop
length of e inwolved fop dldicrunt invesizente (o Peutis

lastlyy under longe's scheme, investoent would be orgenized
threudh & decentrnlized aysten whiloh would be operuited Ly the

Sastlon managers would

veuponse of accounting priges Zeem the p



&6

be without relevant Gota almost o he sore degree s thelr suuive
alent mesbers of the sapdtaliiat sogletys

5.9 i&bﬁﬁl podsie the wiy o & posslble solution 1o tde
prelsm, Ly
a8 manh &g paseible, The sontrel plovadny suthority shwuld doelde
o hawy mush of the commurdiy's recourees ghould be dowvesled, and
whe varicus produstdviviss of the dlfferent resources oo
reported by the dllerent indusiries, Yhers the murgisel producte
iy o teres of Dhdal peoduet fe estiseted W Do & naximang
Fesourges ghouldd be used, aogh produntion mamnger would salmdi

sgresting thet all dnwestrant cecigions be gentedised

inste, whieh
io wm eelimcte Miher Wak an sulamatic reguletor for the notual
ﬁw;,éiaﬁs to e made. 421 prejects could then becRHprosued by e
wAle betusen thelr pet produoliviiy and thels couly W foe &
zﬁ*i&z‘ita; 1iet dwen which all vecources eould be sliooateds B
asdy problom whalch would then fhee the produttion mnuger weld
be that of mumndng his plent in the most efilelent wanner poscibles
Twe Dobba' propoced schome of otion my be sound econonieallys
but 34 1s open to question on soedal end pelitiesd grounds, Hfs
sohewe 1n opeveilon mipght in elfeut very sseily lesd to Lowalitope




related o production In the soelalist slute, these wre Irvelon
the comsunmer snd freelom of the worker, UDlscussion sround Loth
points will be goentred on material from Darbura Yootlion's Dook,

To beging es Veation exanmincs the freoudom o 4he COULUDOD,
She welkes the distinction fo uy whel you 1ike oub of the exdeting
stook of goods, and the deeper meaning which g wwn &8 cotgumer
Ohe aleo polnts oul that ihewe is e frecdol o

suve Yo be comgideredy and comes to soxe Interesiting conelusliong
wlth regaad to this latier Jrsedom,

et us exaxine the Iveudon to Spankd,. Himece "ploswed decisions
andd uvnplenvad merkel resgtions are in faot sliernate wys of
detersindn: econowie g‘?ﬁmﬁiﬂﬂﬁf we st atiewpt o sursloe W
what extent the sltustion would be alfered in moving fron the Ivee
enterprise systen te plaaming. Under planning, the problen luveolved

is to allow e vosinun ehwice within the sveilabhie totel W cuch
individusl or grow
that 6ll these sholeen add up o the Fight tolal, A8 D, Lange
has shown ug, this say Ds worked oul by the telel and wirer

> of individwnls, at e save tive ensuring

sethody in order Lo setimvte the devand lor ceriein goods wid Lo
arise thoe sdeguately, Metribution of cormodities may 84ill be

=

operated thwough the use of movey mupplewented by fves ddstelbation
without lisdiation In ceriain cases, a6 for instores the publie
highunys, in order to pive the mexirus Preedon 68 we now have 1%
under the Dee enterprise gysten.,. Plamning i no et Lo Sreew
dom of consmusplion in this sense. Howewver, [Hes Vootion balicves
that planning s imsenpaiible with the next type of freciorm, that

1 = 3. Upotton,




sers® soverelgnby.

sners? soverelipnty -

Slelise seetint the palterm of prouuction shouwld
‘:faa éﬁﬁ%ﬁﬁi@ﬁ o the sotual eholees that the
sonsuer makes *m&g&% e goods thot e @?:*gé%%
f&f‘ ﬁ%ﬁ% Lo Bim e m%. ok ol the kel
ploge in faot.” i

Under the rule of conpuners'® swverelnty, sales will be indlucn
ag wmach by the policy of vhicover bas the power Yo £ix prices as Wy

the prefevence of the consEwre. ven i all goods wore put on
aale ot the most esonomieal, unesubsidized price poessibley i

everyihing Jud
ught and everythlng is unsold, voved dewn By hley in & continuocus

eriows linlietions

a0 by the soversipn compumery, a6 being worth ling

poatiarn of wWwisl wul ervory there wre still
to this ddes of consumers' sovereignty., Unjustificble plursl
voiing tales pluce, in the sense thet differerees in poney pean
that the pan vhe i wesltly iz able %W Wy vhere the soopr tan

gantl, although the poor man's need soy be grecter, Conpetition

in sevanl fact 18 never perdeat, oo that we never find the situntlon
dis are priced exsoidy b thedy ninds

?ﬁ‘ﬁé‘hﬁﬁﬁﬁg =, GJootton drews e conclusind Ut =

The wesknoss of the i&;ms@* golng ePitics of
e emmeious detervimtion of scorunle priods
itics i Uwd they m&&ﬁg sompade an fdeal,
theorstical consumer coversignty (in whieh
Semand corresponds precisely to deslire and all
% sduotion is sorpetitive) with the sgtunls

%i%;% of uzmﬁrg in & world of ﬂa@%}x sixd blood
and fsperdest humeen ingtuliong.® &

u peecosury cost of

1 = Ibidy e 52
2 = 1bid, pa €1
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Ghe alee pointe out that for the vast uejority ol pocple, Sveedom
in thie serse is of no Liporiance, a8 Lthey we on Lhe whole cuplesw
tely uneware of It. Omly e few prlse 10 ab sll highly. Thee ahe
eurpdders 1% & frendon well worth Toregoing io order o guin W
advantages of plasnding. '

Frosdon to seve means the Drecdon Lo ddstrilute your Lngwe
rough s period of tivey that is to say the fyecdor to choosse
betueon saving and »ob suving - to spend your fncore When you icol
like i%. This ls a frecdon whilch a1l of us rank hilghly. Yeb
there is s ewilliict here; beluwen this Trecdow and the idesl of
£l employmant for whiloh we are striving, Vhen & pereson refreing
£ron spending wongy, be is actually decressing the amount of tetal
purehaaing power whiieh hos Deon erasted by produttiong i hoie,
geterls paribue will tend L csuse gowis to sell sl prices below
thelr real value, This will lead to unenployment a8 the entios
preneur attenpits o oul his coaote in oider to stuy in produRiiois

Thus a8 pecple save or spend or invest, we hoeve a flastuating
denand fov goods singe our donlelone aie sffected Wy anideljwiions
of futuve busincss conditions and wo offon act on the ispulse of
the other fellow. I be thinke Welnese ia pool, he will iwvest
bis mongy wnd bossuse we see nip do ity we tand Lo Lhisk wwt
wsiness is goud too and fowept our money slong with hine Only
when no saving ocours can there e full employmont, IF the Jovaitm
mant resadns paassive, Henece vhen we cxersise our frecdom 0 suve
we ave endanpering the 1iberiy of the worker to Go vove than

- walk the sirevets looking for & Jobe & solution lice
tirough vhet 15 koown ge defielt Tinencing on the part of the
govermmmni, This is caryied out whan the state undertases o




&8

make pood the delisiennies ond cumpensole for the vagaries of
conmaner apending, Only welsr such & aysiten ghould we e allovwed
Yo enjoy our Irecion to suve. Hles Veolion concludes that gworhe
ment planndng in this mamner ig necssuary In orusy to recch Dull
erplaynani,
ihe task of one way oFr annthesr
total smount o aweml by publie a mﬁwr&i&s m‘:s
pedvete persons to the mm gupaeity and der
%&% %&W et must bDocome a publie ree che
iet ue now turp Lo frecdom of e workery which idas Yoetion
has divided into three categuries:
{1) Chofee of esploysent
{2) PFreedenm of collective bargaining
(3} Fresdom of entavrprise
Cholise of erployvment pesng What the Individuel has the frecdon
to chicose the Kind of work that he would like %o de snd wlse hwo
the nedivilese o accept or refuse ayy parliculuy jeob wideh is

offered o him, The problen here under planming i o enouwre Wl
fvportent Jobs ave ©illed by san with the sbillty o hundle e
properiyve. Thles will be the czee 1f the condlitions for sployoens
sulficlentdy sttrseilive. iy trial and orror e aie of
noyvaent oy be set 8o et Tece people with sullicient compeloige
will be atiraeted %o the glven Jobs 7o inswe the workabilliyy of
suoh 8 gyetamy people aust be willing to move fron Job W Jjoby

a8 the desmunds of industyy requirvey in response to Wils method

ofF Inducsuent,. This would undeubtedly be the case if the fear

of enmswloyrent wore remwed, 4% the saxe tney there must not

be cxoessive wobllivyy, Tor tiis is to be sven pore foured then

3 o EDdds ne GO
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undue slugglehnobos The vates of oy &b i e sotuslly adepiable
to the nl for labour necescary W Tulfill ay plands I Wdle
stioms in weges cre W be e efdmulus vhieh will atiruct workers
1ste Jobs hovey ikl repel then from other Jjobs theres then e
vonwerds nust be made throuh comiuld

plandng,. In this way legel resiviletions sy bo aveidedy anc
the frecdow of sholee of erployment meads %o be restricted by any
econouie samtions. The stroopest restrictdon - Lear of loaing
one's Jjoby and the gap bedore one has & chusioe Lo el another,
dlaappesrs i weeanoles are o cugeed gpplicanisy bt the fow
elready been purtially allsyed Iy the
ployment insurunos oF relief, lse Usolion believes that -

Beee Wie ounly Wy 0 coubine undversal frewdion fven

wanh with he use of sWrictdy ecosonle sumoiiong
apeinet exgeseive o Jdefielent weblilily is to widen
e meorpin betseon the mdinimue subsistenge paid io
all sases evan of voluntery umemployneni, and e

morpel insurance mﬁit gwahm &8 the x’*ﬁ.{,‘m %o

m g@swﬁmz,g 3, Gy by pushing the latier
Therelore 1 sompleiely (vee cholme of amployment tended o produce
an Incgpropriste dletribution of laboury or exces mobdliy
between dfferent jobuss these plutilas would be gorvected ly 1ano
of effeciive ecomnic inluoonenis.

Tied in with the Iyee chcice of ogoupation i the fresuom of
gollective bermining. Here the probiew with regud o planvdsg
i that 17 we vely ob wuge adjustnenis to adjusd supply sid desand
in the labour marikely how can & aysten of collective bevguining

agtion of Bntoe

1 - 1bidy pe 97



be alloved, snd ot e swe time Do sure What Whose adjustienis
will in faat be mades If 3 ceriadn group in the sconay elaim the
risht o detersine thelr wopes Wy indeperdent collective wynine
ing theve can Do 0o sesurence that the enswer Uwy suvive b wlll
be the one whddh will 4% into the pluns of the povermont. In
other wordsy eonpclcus determination of predugtive pelovitics
seans clso consglous regilatdon of relative wape Puliss

of %?izs.%egiz@ 2% fg@ paper to z:@mii%ﬁ b 4

Has Vootion goes on o docwes the pusslibdlitics of st

kind of imdustriel arbitretion, with the trwude uwnions im advisory
copapltyy and speclel Wihunls whieh would Lucdude “"lspartial®
persung, To the Individuad this would mesn hat ins
his weges fiued Qor biw Ly s bargadn betwesn his unlen and his
employersy they would be £ixed Iy o neuteel body v has hewpd
e vesult of his owmn deels

sl of hawving

Pates of wupes e ot
ionsy be haan't recldly loet 0o nughy

&3.1 things gorsidered.

The Tiral fmeedon o tw Drecdlom of enterielise, This doco
2ot conosrn us hodvns but s reiher o problen of drawing the liciis
between complete soolalism and prrtdsl svelslizetion of the

oy whiich will be ddncussed lntel,




2 = Melated to dleteibulion

The soelclilatls weke soveral boslic erlideliame of dictadiles
ution in the copiallisnt ecunotye
pergonal ddstribution. llowover let us first ern 10 & consliiade
stion of functionel dlsteilution in the soplalled stale, Haie
the soglalicts ave uwnienided apong theneelves sg Yo the basis for
thae payment o Lhe owness of Iunbour and the other productive
semvicess They aagree 8 Lo whwther poyeont should be on the
bagie of morli, o on the Inels of need,

b o produstlive rescges were on the waie of
rrocuetivityy & prleing syetaon gould be worked out on the husls
of ZLangets sugpestions, so that throush the tlsl and ervor mothod
of establlebing egullibriun prices, with production mayvgers
sonbindng i the most ellicleni munpwy the marginal produnts of

cae ore ehdelly congernod with

the sorvices of Whe amee valaey 59 Ut they would also be egual
in valug, For awy efliclent wrdking of the congeptican of alierne
ative costy rescuress must e pald in this muuer to inswre Lhat
siy JLlvern rescurce will be most sooncelenlly used, In other wids,
vhere Wwere ip & cholce Lelusen o uses of ¢ FeBCUING, Uhe ong

in ish the vesouree will Do most productive iesthe one wwve

it will recolive the grecitost relturn. The prollen is twwilold,

In order to cecure an alleenilon of goolds, there puat be & pielng
tomy 1€ this sllocetion is %o Be rationnds 4% the s tive
the allocotion will only be rutionel 1% the resources are puic on
the basle of their mprgisel yrodustivity,. 7he escononde priseiple

Tt -




“the maximum velurs fron aiy pescurse s oldwined
et S e TS i
ative mades ol usey

rust be fulfilleds

However it Is with regurd to the pgyuent of e productive
regoures in partdeular Rwet ddlfererpes of opinion arive - msely
the poymeni o labour, In the dedicition whidieh ds laic doun fop
sociailem, it wus stuted that the dlstribution of the mational
inoome would be ¢urried oud witheut destroying the individusd
escnonle motdvailon, meandny hut the individual weald be motivaied
by the desire Lory Ingresssd pursonsl incwre o ouxpend LHusdn CLOFT e
These ingomes could be bused on W productivily of the individua

’Eg

Tat mamy sosiellistes deel that the payment o the lndividusl should
be on the grounds
they postalsie the sulstiiution of non-ceonctde incentives Lor the
regunicey motive,; oo thnt Guese nouhwegononic motives wouldd sewe
%o induce the individusl %o sWive o e best of hls elllily W

prosute, in shotever cocupstion he 16 enuuged, Tims while puyme

of needy Dot of productivity, und csnpeguentdy

b

would e8%ill 4o & sense e payment on the taels o gzm;m.wﬁgg iv
would be poyment i & large dopve ia things otlwy then poiey ig

we romove the prolit molive, we nust substitute some otier soilve

in opder o make the coononle gyetem funotion., This suices

guestions s tw the wesimbliliy of nopeccawmnis as suninst

egvnunde potives widgh are in Lhe leld of scololoyy retiwr Lwb

that of econonlcop, Thers are gowe doubis ss to the advissbiliyy of

using extyrere notionalisn as the central motive and st the geme

time I4 iz too much o expest of lnesan meture Wt o wotive of love



for our fellow men could be utilized, however worthvhile 1t muwy
goeny It would then appenyr that puypent o resourcss should be

Distribution of ingome
socinllat, and sone of his mosi sovere oriticiong of the geplitlde

on proiuetivitr.

jat econmy relate W Wids fleld, Ome of U most imporwat
alws of sceisliss is to elininsls wesrpsd fnooes ani to Derdow
considersbly the gpread of incomes wilsh preveile umder ths Iree
gnterprice systen, ‘here are Uwee main causes of Uwse o

phengmena, says e socinliet, all srisizg oo one SOWNCE =
private property. These spe land remb, interest on inhwerited
funds and wenopoly prodiis. 411 ave in o sense whot may be
ealied itle wrilule,; and ss sush ahould nob be allowed Lo

g Gre to & grenier or less degree

exist, These ilorms of
unearned Iin e sonse thet the return 18 Uy BO TOLRE PIOLONLe
lonad %o the sopunt of sllert put ferth Iy the Individuals wiwe

?&@’:{v% them, They werd o spresd he ronge ol incong
further than is sorally Justifisble, The sdvgeste of sotinle
i seintadines thet Ly plecling the owneraiip o sanngonensy of
aonle produstion® in the uovle of sogliely veitior then awy
varticalar group of Lndividuals, these weamwd lngomes will v
elininsted, UDieckinson postulaies that all pocds for pevsanal
conguption should be priveately ownedy il sldl the fuolowrs of
production Wy publieally ownede

e producers? goods used in large



FMinally let us consider the inptitutional fuctors in soclale
{en, Tievsy what coneerns us chiedly e the Toruation and power
of the gentral plamning suthority.

Pogr mﬁf this Institutdonal problen means the greotion
of sn cconcuic ayvelenm in wWhich the responsibility Lo meking
scononde declisiong i8 tronafered fran he privete sorporstion
oF group to representitives of the comamnity, (to form the
Dpard of & Publie Corporatdon). 7hese represantitives wre in
wirn snswarable o & Suprene oonomie JMutheorityy, which i Gopw
endent :g}aa an elected paplisment, Such & centeslly direcicc
econony cop be fnstraeied 4o adipt ite progras o the ghaging
wighes ol the sonsuning publie or the changing conditicns od

tecimicnl efficiengy, using a priclsg ad m&irz,;; gyston W0
gidde the Geclelona of e plenning suthordties,
idae Goostlon poinds oul that the politisnd &
we value snd must rotain slong with plenndng, posaidly ae hos
besn suggested abovwey are the fresion fo oritielise the present
govermmmnt and 1ts work, the Drecdon to Sorm opposition portics,
el the Treedon o mplace obo gvertoent wxl one leglsleture
Iy apother withoutl mesort o foree, I the latier Svesdon o
%o be malntalned, then the tenuwre of every goveripwnt and leplge
lature le relotively insecwrey and in present day dempovoolies o
goverywerd 2omnot 8xpest to lust mare than five yours on the

euars wiloh

EVerGi8e OuP problem ie that econeede plansis

ey

1 o Durbing Qb Glke
2 = 1bid, pe 358
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ity Denee in soxe wy we pust mlie these o things

Jgg : 32' %ﬁé alter the fuebt that we cupnot Lolh
% 85488 % mg % ?m ;,;ié&sp W‘&giﬁi:z% i@?
exereise e »ight Lo change gf@ i cbout alyw
falyg ot sy ime” 1

4% present ve hove gontdmully throush the eatalliigivent of
boards such a8 the BuB.0s in Grest Tritais, and the Dourd of
loamewrs in Capasds, Uwowlh which contdnuity lws Deen
racghed, Thess hove o definite job 1o dog wihieh i ladd dowm in
thelsr gherteor slorg with thelr constitution and & defindition of

1inlts of Lwle wuthority. Dillsvent govermments wid %0
deove these Donxds o wrk oud thely own preblons el Uae estabe
ligh coddmalty %o the solution; il neot coorilnation, If Durbin's
Sosrds of Public Corparuldors and hie Suproms

Doonmnle futhorly
were to e left to apereie In the some way, pevhsps contdnulity
eould be sstablighed, and our politinel freeloms 18t relatively

unbouched,

This hes been & lvied suever of shet sceluliss night pean

nosie terme, wil 40 hae been the soulsiian of Dookss Follows

: o svenine o congyele swanple of & seelalist
rogren in setusl prantice, by looking ot the prosent day o0LDOl
et Brdteln s 1% hae Dosn gl up Wy Uhe labour pusiie

1w %%ngﬁ?
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48 8 surrent illvetvstlion of the proeticnl difiicultiecs of
hos fssued & Jdwe

lized e problems thel fsee Dritaln in e ceming yeur, wnd the
broad outdines of how they Intend %o "pluni® he eQonoIya.

The general stotonent 1s pade that =

Sthe object of eovnunde playwdng is o uos ‘%’-m

nationsd resourses 1 the best inloresis of

the mation as & Wole, llow hie is done E&Iﬁ‘%

d@@fﬁ o the econonie glmcumatances of e
ity 118 stage of palitiesl develorment,

fm i% m'@m&@ 'y w%mm%" a8

“ith this is miady Were are Jlve madn nationsl needs, vhich

mist be consldored sbove everytnlng elso &n the allesstion of
mational PescUYGess
Aritein hes owtaldn silitary ccmpditocants which she

Brdtedn sust fnport nadd the ool she

consungs and most of Uw Leele v meterials Jor Ly lnGstics.
She muet sroduce sund sell encugh sxpwrie wbeoad to ey fopr these
€33 Sepliad culpgend. This must e wodsridsed and eupaniedy 88

well ap mﬁmﬁ, iT Tritalin s o prouuss onolgh o oeet her

The “regular consumption needs” of the
i produetiony Luportationg Lasportotion

end ddelribution of gowds snd servicos,

2 = 101G, pe &
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3, el sorviess s educstion must be mldntadned

If these dennnds on the eoconumy v W e mely preliueiion
songidernldy beyond 11e present polnd in (Hoet

=%

st be incicuced
Sritain,

The seture of e plan ihe lsbour Jovermment Intends 1o tollow
is not yel cleny g o deteill, Twad sutlizes have perely beoen
Wngeds In e Ovet plice, econgmic plonming must be condueitau

in sugh & ey el U sadlem poseille Dreedon of ghodos 36

Hong

proserved Dor the Individuad gillsen. Uarialsn econgnle guisk

in Grest Twltelsn ell o speelad corgideration. Job Busy Joure,
under the cspiteilst gysten in Dpltaln, e deolslons wiieh welate
o predustien have been in the hwands of muy thousanis of oyl
atdons and lndividisls. The publlic has been uccuslosed b & wide
mage of clwles and uslity in what 1t lyye. Hetiomnl existence

dopends upon lLuporisy 80 thal ritels must export goods dn petan

which ave able 4 comate in worldd nrleis, &8 o pricsy quailyy
end deeligs, Industoy mued We able o adet fteell Lo werldd
aTketes very replidly, s o rosulie.
Llexdble,
The ¥aee m&a elerants of t’*}a Zoyreraente plan ares
{1} To exeute awﬁmﬁmtim with suffictent inowledpe and
| information o nesens the smidoncl rescurees wnd deterunine e

rning mast werelore o

e mlgeits” By whdch resourges and
meods will e relatody the poverrment will know wiust is the best
pEe of repourses in the notionsl Intoerests.




{3) To Sevelop meithods Usvough whlch the govermeens will e sble
%o fndfluence the uwee of 3 o8 in the desired ddrectlon withoub
interferange W demogretie Irec.uim,

Ho fery short tive planning has bDeen ohilelly emphuslsedy in
erder o have a guide for the cooisions which had to be mude in the

short ¥un allogsiion of rescurcen, lowevery soon planndng Sor
long term decigions will e undorwmy,

In the okl
& genbral stoll W
Covermsent Deportamnto. Thess buigels desl with nipeyears of
work and quentiiden oF goods, sluich my be wotndiled In tavms of
BoD0Ye and eonstitule maticuad production oyl consunpiion. These
budgets must ulilestoly belance singe IV is fwpopsible Lo colgume
more Winn is produged. o nule people may Do amployed Cum e

of e plenfeconomic budgeis® ove propored Ly

E5

b works with veriouws representitives of tiw

roody 0 Worke 4t Fiveh,y eguiresentis will corplderably oule
misher available peusurgosy Dul this gup will he closed by some

of the sequdrerenis Lelyg lelt unsupplied, This protess of
shoonlng the reguivessils L bo mety pual not be 1t Lo ohongo,
gtherwice, aome of Wa vital regulrenents =y e soueossed oub

pspential ohtse
Theve shall be Wo melin bulg

sL8y the Lipet sebilng oub

resourees and pguirerenis 1o Woos of manpoucr ek e second

in tovse of ustlonal dncomk andd evpenditure. These W1l Do sy

lemanted Wy speclal stutopenis cuch as one fron the Hdnisteyy of
8% stabing the reguironents of the reiluiys fop gquiment




Afver the (fieial Comml
the poasible seons of striking & balancey & Pepodt will Do
to the Hindsleors desoribing the whole position, 7he Mrdstere
w11l then decide What stope ghou
wili fDorm e backbove of 61l subseguent sotion,
ermment contiels are used to direot the sconosy in Whe
direction ingdlented by e plen., The level of govervment cuponds

4 e tuken a3 helr decisions

itures snde Yy other publiec suthorities will determine Ui ols
uwetdon of a wide vorge of gmoode and geyvicesy {(divect sexvices
such as edusstion and sovialized industrles such 2 the DiNcos)
Pleeonl vollay gon be uned to axert indirect Indluence on tae

ingy snd so on, may be uwsed to allovate soorce resources of all
Hogs. Others such as mriece sentesl Influsree the course of
production Ty 3lmiting soweilly moplng,.

The eobjegstive of the labouw
is to isprove e standesd of living of Uw people, I thic is
o be dongy Gwring the lmmedlate perioed abead, cosite of produstion
mst be stesdled, the manpower situntion i underparmed inustedios
mist be lmproved, ool sbove w1l produstion puet Lo otepped wp
until & belange hue been reaghed betuean total desand and Wwial
aapply.

he repainder of the "hite papar zives & detalled veport
on vhot the situstion wns n 1040y and gpceilic objectives which
1le shead fn 1047,

Por our purposes these mey be saeed up very Wwiefly as
folliowe:

govertsenits cconcnie poliay




oy snd upon e evesything

(1) The eentral problen is cosl ami &
elze depends,
{2) In order to insrsase produstion, the labour Jorse must be

dedy ad the culoul per manWyear Inernassds
v’.'.;} In order to meeh puyments for lwporls, caporis puet bo Pecovered
to 140 pepgent o the 18008 wolupe Ly the end of hw youle
rates on these, the foundatlions o hor
mtdonal 1800 oy rever o Nﬁ%ﬁ;‘@fa*l
This gives the ploture In breed autline of the position in
whish Tritadn Dinds berseld todoy, s Wil ss the malin festures
s concrete eoncluslions shoul plomdng 1t is mecesssyy 0 dloe
tinguiah betesen fectaures pesulisy %o the sltunlion Jor Drltein
anl the situstion a8 1% would be in aoe other demoaragy which
wos attenpting to "plan” thelr eoonmy W & glven depree,
Daring the wer Britaln lost spproxissieldy ope ueriey of
her assets » fasloriesy maohinery, housess; hall hor ehippligy
helf her fovelgn stocks and buuicy o the Lune of J8UGUUOUCGGG.
Her Hiiteyy comsittents In Pelistine antd Indls gosd her
TEOL000,000, but she canmot yet glve up eliher mﬁz@“&a&% % § 0
She ig called upon to fead heyr seclion of ceoupisd Celmmiy. Hew
e altuation io desporste, e wur camunliles W€ 00w
vhere arowd 6004000 people. 7The 8ix yesr dlverslion of nauy oralte

noie polioye. In apder o Peudh

ssen to woardive vurposes has slowed doun thedr oulput, Hary stople

" % e gﬁ{}gﬁ gy above is based on the “hile paper -




%

are enployed in paiotalning the government contecls such & Dalw
loning, The srsed Jforges olaim 1,300,000 men, This leaves only
$52350,000 for the mmulscturing InGstries, 4% the sune Gioe Jory
pevgent of all those within $he age growp Leendy Lo thiryy wat o
emlgraie. In order to help ol the sitweilany Ieitein muet tuen

0o mens production, Ilere &hw i handieapped Ly the fagt Wl it
has been 8 treditlion fov her o Wrn ol hundefinished goods of
ingompareble uslity. How sbe mst semilsgiure her goods Jor epord
ty mass producilon in owier o e oble o undersell corpetitors
end Beild wp ber world murkets sgeine This will e hard alnce many
of her old customers hnve tendsd o becore mere selfesufflicient as
& regult of the war. 41 The pawe tine che must absoyb todsy's
risine cost of solerisipy foteh thenm howoy and alsoe =baord the
gosts of higher wagee and shorter workin -

overpment hag setuslly |
corrdled out 1te achemes and whit cuccess 1% has had with plenning.
The cond erieis of this vinter mpy give us en 1ldusivation of

Just vhat is being dong, The govormment hee Indtlated a suund 1onge
min poliegy for the miveas, The ceal ghordoge in fteell we unavoide
ableg but the govermsant i W Dlawe for alleowling It Lo tuen into

8 origls., The shorioge had been proplepled many times Ly experit,
and esplier 1% would have been pessible Lo svold some of the
regultant econmsic parulysis Iy stericter allosation off exleting
gupplies of fusl omong the wsers, Sueh a policy wus uwrped by

gome of the dnisters in the Coblinel, btut the govermment deslided
that mdioning would be wponudar, and the restristion of supplics

Yhat gonoerns ug now i9

1 = Py and i Urekey "Capn Bwitain Vork 1t Sut?, Stlantig loniild
vnpeh, 1067 |




midal userg would couse & eerisin sumolnt of UNBle
ployment, therefore they declded to pin thelr lwpes o & Blld
winter and laft things along,. The bandling oF e origls wis
sven woree then the mpprosch to 1t. The public were nob werned and
kept In toueh widh the situation, The Dirst Inillsg of iU Lwoin
in a Debote In the ouse of Comons, whilch the govermment hedé ried
to swold; at the end of & vitaperative pollitlsal specaly late
Ppiday aftcvnoon, Then nothling wmore wae I8t oul to the publicg

until iirs Attlests wningpiring politicel speech oF Uondiye Sugh

andiive is bound to destrar & larye smount of 9w condldens of
« 40 addition e
fefused to segert Uhe resoonsibdlity for thelr poor

the peosle In the govermen

the alinlr and »refer 1o blooe he ¢old weathew, They sould
howve vrevenied $ie <onl sh
ceneralized econuie puralyais, nd tusned the oxdsis, when it
gamee inte o ahnllonge Lo e Pwitish peoplde, Instesd of 0llove
ing 1% 1o broed Jdesporddengy throughouly the countyy. This show

us one of the main didfficulities of planning in & coundyy whilch

for go long has bDeen bLased on the reg enlerprise gyaten, She
wlamers were in cmplele apvesuent that seeething hod o be done
sbout the Duel sharbagey yeb e ondy shorterun polloy they sseed
e e shie to amres o e o polley off do nathing sxd hope Zow

dpey ab they gould have prevented

Ay

good sﬁs&a’if‘mzﬁf This laek of congrste poligqy sesse 1o e o point
o ome of Wie cesentisl Toaluves of planmingg, and thot g, In
oPder to acoupliah suything, without beconing bogged dowm in
enileose horansaes snd arourents, suthority must becore oo

i » Uiy lomwberts Crlels™, Zhe loonoists Febuumay 10, 1047




V%

aentralized thed freedon is endungered, Plamers st aleo realise,

That they must eardy the publie slong with themy so o spedwl
pegple ave o asccept the contwels Wt are ineviiably tw b colabe

" -
T A

liahed, they mupd kuow the ressgns Loy them, Yo aeoorplish e
desived ends, the sontrolling sulhorily pust sell 1teell wixl its
plan Lo the people,

In melation o the beveder problenm ol the iwitish cconoayy
the Duel problem 1o bat an 1llwstestion of the gonernl eiluntion,
sbiony soelel welfewvey Indusierisl

i g

lotionalizetiong housing, edu

reconsructiaong defence, wll have Twen allowed 40
erininately,. The amerlcss loan will soop be munndng oub, &R
overshelning proportion of it is belng spent on conpwer ool
Unless the goverament acte quickly all ¢ Ixports will be
suspendedy lanving her with s raw melerlal shorluge, whileh gzt

-

e 88 esslly overcoms as the power whoriages If Iiein Lo 1o
pull through, she et adopt & reslistic positive poligy now
snin features should be 3

{1) eeruitwent of additionel workers

(2) Bevieien of tesmtion to increcse th

: Incentives o eliort amd
entarprios,

{3} A wsge seale designed to socanlieh the sure end,

{4) Conplete overbaul ol the usppoxatus of %ﬁ@i’@lﬁ

effective, 1t muat override ithe interest of the trade wnicns In the

is Lo meke a poligy ol Lhils mlure

interest of the counlyy, and relam to lornpey worklsy hourns with
ingrensed produetivity fren e labourers. Oociel Justice muet be
gagrificed for the tlue belngs 4n the fuce of soglel productivity, I




75

uwndader privileges will lesd %o ingveused production, then they
st be granted for the tise bedng, Plaally, it cust wipdd el
a% the momenty matdonnllssiion end contwol howe Deen eurpled oo
Pupr Lov the present simﬁm Unnecessary fontrols should v
sholished, as Uhey use wp sdmisdetestive skill and hondleap
entarprise,

Coversment slaimg that publie cunership would greatly stionlote
productdon hove proved fnlse, The boawis wdd coemissions that hove
besn sot W o meke e declalons for speeifie indusitries moy hove
the bast will 1o the wordd, but 1% is 8till ispospsinle for then
0 aveld teconing tisd up in yed tape, There 16 ofiten coupetition
betucen copplesliong for celain rescurgesn, whilch wmis Lo weale
valuable tins. Privete sengeent ls proteatdny et 4% i imponow-
itde o vaise produstion under cudh corditlons, I7 the profcopional
pepents declde o withdrawy sather Uwn endure sueh conditions,
they would be slpeost leposeibls to reploge, Withoul them Iritain
would hove 1itile ohmneoe o reach her objectives; since e

golution of her probleme will depend o & large degres on e
gquality of the mansgement in key isdustedisl positions. Hany foeld
that e govermment le Delng weed vy e Trede Unloss o taelsr

o oixisy suoh as the olosed ghope Hanagement hwsliistes to sisk
capltal, unoertaln of the future and cfreld o expard umsier
zﬁfagi% wWiich they ey oF oy not be sble o see Uwuough Lo the
Srile

Thie disunity belwesn goverment and i:x;a;stz:f st e Yoe
Gused to o winfdmes 47 Dritain s %o reach her production gools
It ghe Talls to reach 1L before the loan explrves ghe will be
fosed wilh collopuc

VOETTE CPiBie" O0e Clie



What say we conclude Ivem all thie? In the flrst pluce,
Deitain iz in such poor condition cconcndicnlly, thut dreolic moase

Wres £ DolesEAYe B ny For her 18 necesualy.
there must be some delinite suthority o say thet Lirst ildngs

gome Tirety and o coe thatl they do. The conservaltives with thelr
poliay of sneowraging froe enterorise would accomplish litile nore
wan hes slrecdy been done Ly the leobour govermeni, Vhet is
eulled for fe definite planning which will determine priesitles

and insure that rosourees go where they will be best wsed in Peilode
Ing Tritadn to o sound econonie Dosls. 48 yel the lebour Jovorie
ment hes foiled to do this, Thoy huve stated e problems whilch
fage the notion as o vwhole, but do not seem to be able 1o &

amonyg themselves, he speciiic messures which should be teken o
reudh & sclutlion Lo Theme 4% the same time they huve sctunlly
hanpered the recovery of industyy ty revelutionizing mamugomeniy

and atlerpiing Lo secorplish Wwo much in too 1itile tisme, Iy

doing so they ae destroying the initiative of muyy in key positiomnn
in industry, Theve g spprehession that by sttespting W 0 W
ol the governoent 1o »isking the change of socepliohing soite
thing effeciive,.

The moot dsturbing feet of all is et the long prumised axd
mach poatponed “leonomie Iudet” cunsisted slmeet “wholly of
dingmosls and baxdly st &ll of presgription®s IV sppours el
the govermment is overn yet undecidsd on the lmsortant detuils
of the glan valeh they bave se broadly outlined, lothing o
fmoeove the situntion seems io hove Deen dons beyond exhworiing




Ygvory ven and wormn in the countyy tw devete thersolves wnflingle

ingly to the teske dhich 08 UBgess (he TPILioh)eetoufident that
they cun achieve wigtory in the ceongsle £ieid su ip the olx yeurw
ovesr the enenye”

of wap they Wwiumphed
7he people of Iyditain will meed more
ance to win thelr rece sgdnst tise. They need wise lendergldyp
and decisive wotion ob the part of theldr govermment i they hwpe
to have thelir cconwy buek on its fest before the imerican dollurve

Lhan Courae Wik CIuiil=

pun il

Underlying the econamie there is & less obwious, bt move
isporbunt Issue atl stelie, which although perhape buyomi (he 200@
ef eoonomics, yet is rvelevant to the Whinge vwe wre cousidering.
This is the quesition of individwl ZDveedom in Deiteln 1
ave beconing uneasy as plasning hos inveded upon surtadisn i Lte
whlch before have beek 60 serupulously respeciad, The ap W
are now planndng the econusy of Twitain sve sen of inteprllyy ad
idenls,; yet vhen minority volcss wre gllonesd, the wy S0 serioop
is opening up. Adveady, 1% i1z eowming & comdition of employment
in Iitaln to belong only o unlons affilisted with the ‘ace
Undlon Comygress. Ablenmpits huve been mede (o 1init the Jurlediculon
of the couris, to deryy the individuel his £l wighie ofer house

e People

aping .z;, regent sttarst Lo stoong s purFses of & Wy oodon
hospital i?%@ @ ala%ﬁ shop usdon, the nurges proleeied and
: w:sl;y fondanad, ¢wwﬁm headlines bluved, (it
erim&a gracklied, 4 long wensging gvowl soitess the nation.
The poveryment hwa% downy Wl k,fi‘&fl sabsided, [t Jop

e popent there had been prescience that the wvast irrevossble

2w e a0l Fy Drokey Q90D 8its




ox Kl’aiiﬂ&&i%mw; 17 wisdireetod, cwuld
s&ég over the dead body of Johm Tully to Ome
Poriy, Dne Lesdor - W Jegpotlans” 1
This 1z the real danger oFf plersdiy,. “hon tireg e had and
stomache caplyy frecdon 1 & hollow woryily Ut in the longerun, io
it worth swordflicine o £112 the siomachs and to hove & Deasuse of
soterlal setisfeotion? Iritein Jought Sor siz yoors lLoctause she
414 not think o, 20 Ler Do on hey guard that ghe Jdoss not lose
the preciocus heritoge of Jreedor 1o the bDatile for eoononil S

vival,

L o= e and Py mm, s
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resulies of the study must be cnslysed and set forthe

Plaoning is ot (9o sosuer o the problen of the idesl Wpe
of coonmiyy, The veplocement of the free warket ovgenizction Ly
& eenteralized politdend conteol will eventuslly lesd %o W Cobw

truction of frecdss and Lien denporeny, to e reploced Wy a tolols
$torian coulal order, The sooleliszt sbrs eve ingoapatible with
the metheds thgy would use to obtadn then, They went gresier
goaial Justice, emellty and seeurily, wd bolieve thet the wy

to reach Lhese goals is the sholition of privete enterprise
and through povernmenl osnevehiy of the peang of production -« in
gther womis & "planned econamy™ with contiol estabiished throeugh

& gentreld plamning body, lnstend of the entvepreneur working Zox

& prolit.

Plasming and e Jemoereay we imow In Canade Loday, e 1o
mothods o our ends viden in the lomg mam esn mever be havmonized.
Iven i7 evory couber of e logisisture would prefer the plunning
of soononie cotdvity to wo plan ab ally yet no one plan appears
prefersble to Do plan ot all. (ltnsss Great Trltein, where the

ant has Deen uwosbtde a@#ﬁf& e agree on & gpesidic
aml detailed plan, but merely the genersl outlines of such s plan,
This I o poblam whiich oarmot

lng uwp o plan and




&

voting en partleoular issucs., Por ay plan Is & conplex whole with
suoh pard carelully adjusied tw the othergs sl In order that iv
sisad for 0w sake of guillioking

mRy works none of 1t gan be compr
vious,

The zepaent 1 put fovwsed Ghat es long as parlicment hus
the Dl say in vhot the plaancrs pul Jorwasd, we would be in
oo donger of W our frecuon,. Thie would meanr that porlicsent
would e osked Lo protute an agresment on everythlang, vhere bofore
gysten will ek down slnge mejorities a8 & rule oun only be
obitalned shere the cholee is one Dotweon Lindited aliernalives.

This would wwentuslly lesd to a system of delegeted legisloture,
with more and nore matiars bdng pesced on bedove they weve alesyrued
dGravgh the housty Parlisment i only able to contvoel the esecule
ion of tasiks vhere 1t onn glive dedindte ddrecidons: where the end

has Livel been agvesd Wony and the delegetes v mersly working
ot the delally Howaver $he slituntien would e entirely dilferent
17 the yosson Jor 4delepuition was that no resl sgveement botwesn
boteeen enday of winloh porliicment wag Dol oven mudes Purlicmont
would soon degenorale lalo the sedlum o the gowermment to sproad
3% is the price of demoersey that the possibilities of
e Sl S SR b e Y
et be ledt to gharde, b fn s miety za%ziah for
i%s Tuneliondng dopends on gontaal 3
gunnot be pade dep e 3 @m Y wga;‘iw‘a

gonLeel
dedng able o apree; it w1l ofien be necossory thab
the wﬁtl of & %&ltmmiw b 1%&%& wpon the gaaag;m,

l el mm@% v% z;%@%‘* J SaEMadE TS ”',z, u,.< N .»‘




soause this wminority will be the m-gm alde
*&a sgree wsong bWwmaselves on W quesidion ﬁ;z ﬁm% i

The eonalusion 1s thal plenndmy: will lead to Uw Wtelitarian
glate beesuse dlotatorshipy 1o e most ediestive lnstoument of
coergion and the endopgoment of ideals and is therelors essertial
i plaming e %o be on & lovge sonis, The condldiet bDetuson Gorow
eragy and plamdng arlses from the fegt Ut Cepogrngy i an obole
asle to the smpprescion of frecdon widah the ¢entyul ddrecidon of
sponmusde aotivity rosulses,

g gar Jule o law would of necesuily Tuecome the
ule of arblivary govermoenit, Our lawe ure now 4o cesigned Lhat
rales hove besn cstebliehed wiieh apply W generel Wpes of alls
wations and ellow the Individunl frecdom in everything wileh
depends on ire, placo and olrouwsstonse, Thus e Individal
Rnves belorehand these "pules of the gome” amd is thereliore able
o adapt hineell W Guame I be 1s W be alble to plan Inte e
fulare, the coblons ol he stule must be predictable - detwrsined
v mégﬁﬁ whaleh hove beop sreived of Independently of the goneele

ng suthority would mot be alle o 1isfs
1taeld to morely providing gpportunities for unlinown puogds Lo
adjust thencelves &8 thay pleocsed, as they simply oould not tle
hemselves down Yo the Tomsl mulses Whidch would prevent ol
vy aetion. IT the planing Lody is Lo direst Individusl aotiom
Yo sobhleve porlicular endsy 1te cetions must be o pesulld of &
cooplele knowledge of the clrcuwmstarces of the preticulsr ense,
and thereiore these notiens would be wprsdietcble, OCinge thay

are wypredlotable they are no longer lspariiel, wnd ol the suwe

3> il B %
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. 1
tive 1% becores ore and moyg ifficuld for thw fmilviduel o plans

I¥ our egononie aotivities wee Lo e concolously divueiad Lhey
will of necessily hnwe %o be dlrecied through & otulf of enpiriay
ot

mbe sutlhiorlly restisg i the lunds of one =

aotions exrviot be Limdded by demogestic quston and progcodure.

o Tery, the ressons I have glven in erder to reiute plenning
hove been polltical rathor than ecomonic, Yety I believe thot
planping enn be reluled also on purely scononde prounds, The
plannere tell us that we are to have Iresdom of cholfee of ooCupm

gtion and Iresdos of ¢holdes of consum

gostise 4b the sume wiig,
they tell us et to secorplish Uhe ende Uhey seek, 11 ie neoecs-
ary that the stale maupe «ll poductive resoavecs, I Teil 10 ses
how they will be ¢hls do direcl lsbour and yet lesve the workmmn
freo to choose his tende. They eluim thot ty 4 regulated wum
soale, they will be able to direct labour imto the channels thoy
gesire without usling cosvelon. I do nol think thut this would b

possible in practice, Sewe Jobs would Pequlre an ing
out of line with G (ype of work belny done and the mergingd
produckiviyy of e workey in oder (o soours e nusber of 16be
QUPEPrs nesoBeLuPY. AD cxunple of thie ean e seen in Uw goed
sindng Industey of Urweal PBrlialn today. The situstion Twa Doe
gome auch that many Hedtish soslelisie, end supporters of plamning
are beglnndng to advocste conseriptien of lohour,

iw iﬁié} Pe TG



aming would afiect nol only our
bt would determine he things vwhich we would be ellowed W cone
slder as wmorgiral, The centrnl bLody wideh would cenwiol our prute
es would therelore contool the poans Lo all oupr Oils,

end honee would declde wileh are 0 be satielled wnd whigh wiv Wb
Jo of chelee dn &
itive soslety lles In the Inol thaly IV ome producer yelusss W
satisly our wishes, we may Wwrn to another, With gentral direciion
of the vhole egonuuie gvetler Wy & suell bely of plenners wo would
be entirely dependent upon thelr decisions und be foreed to soegept
what wes olfered 4% the e g%.%z;}

I 4o not see et e 1n line wlith e Sar

B0 be satisfied, %he twels of the Iy

arial econcude
cuest

xde systen 1o to give the gwe
unt of satielsobion pooulbity
e whdeh will De the

mest eifislant Yo While purpose,. In tong coses 1t night be possible

goneept that the alm of an ecom
uniber of individusis, the grest
an sllocstion of protuctive Posouy

that cortaln srticles could be LaTed oub st & lower cost WK
plansdng than conpetition, hy stands
over the whole field, this would nob be the cuse, ¥With Ww decruunod
feal that they were werking for thenselvesy und from the grealer

laation of the «Flisley Wb

2% 5

=Y

o

o

o the fuot et entreprensurs

segurity peesumably provided fovr ully the industaedsd pege would
izovitably slow down. “he stlwmul
producers to steive for newer and betiler metheds of twrndng outl
thelr goods would be lugking, Under plunning our ecommy would

become pourer, consurers weuld luwe & morrvower vamge of goods

15 of coppetition whleh cuouses

1 ibidy pe 90



end servicss o ¢hoose feon
stand to lose the ires
hope to meintein undes
his vy

and vhat e poot vital, we would
dolns we tow hue, and which the sceliiisie
planndsg. B Sastmany a commniot pubt 1%

ﬁztwa*&ammgﬁ now - Lhough I
st suy In cwdng o the a&w@lﬁﬁaﬁ &ﬁ;{& tﬁzﬁ ix&a ution
of private propery is oue of the main &;iz:g;% Lhat ‘wfe
given van thal iﬁ.&ﬁ%ﬁ spount of frev i eus AR A
Harm hoped o render inlinite Ly sbolishing this ifs%i%k
ahm Strnngeldy enough 1k wse e fm o gee ilg,.

e Iz the ong i Iinlorped usy looklng beglawds, et e
evolution of privaie a@é&ﬁi@ with ite free 5 ?aat hed
been a preconditien for all our du %ﬁiﬁ%ﬁ@ Treoions, I
pever oegurred o %igs 1&&%&, wﬁmﬂ that if &ﬁ. fr
80, thess other lregdoms alilt disugy ey with the sbolition

‘&;}a iree s &:@%ﬁ* 3.

Simse plancing s epsaluded to e wastisfuctory, we st
turn to seme other selution to elin
Ivendy showp exlst 1 v svonely LoUdaYe

lrte the problems sihich I

Bo sobiration of econonie plommding and compotition ¢an e
worked out unlses 1% Is plawmdsg fovr gospetition, wideh e
advoustes of the “plumned scomomy” do not conelder plammdng ot alle
A swmprownise Delween the two is lepossilde begouse the pelielng

ayetan would gocse %o oper @ as an erlective julide W prelduntiong

et s mow Lurn o reaflirs Dvee suderprive s Us moad
eonplets argwor snd the most elficient eoonosle gyeicwn which pan
sh bis deslired dnds, “his systen ie
based oo e doutvise of lnissepeinlie,. The uial esneept
s that vhere conpetdtion an be orestedy Wen It 1s the best wy
a gerelully thought out legsd eystem ds requireds (Thie does

has yet devised %o agcanp

In owier Lo werk bovelislally,

not deny that whevre compeditien fells we must resert o othoy

1= m;g, 1&3;.; Pa 39
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gothods of zulding seonowie asiivityis patition s vogurded
a8 superior begause it lg the sout efficlent wiy
sgononde setions of individusls, g et
activities gup b adjusied withoutl cosrelon or wrbitrugy intor-
veation of authordityd The priciug syveten of sush 83 GCOnMEg
ables entreproeurs o muke thelr declisions hieh repulate Ywin

rwloesses In relation Lo ollwews Wy weichlng (he movenents o
gonperatively few prices, This wlll Duwetion properiy omdy i
mweld to theee movemonis

the Individual producer has o adopt
of pwice and ?e  The move scaplicuted
the viole econopde syoton begowws, the more dupendent ull becone
upon the division of nowledge
systen.

Raving brielly restotedihe case for Uw i‘?@%fi&%ﬁsmﬁ@

betieen individels whose sgaruie

egoncey, 1%t iz now neceescry bo Orew Wp o progrel o sorvect
the ovils whdch we hove previcusly observed as exisiing in o
eoonoy, totay - In e %&; the business gyelsy the roblen of
ponopoly, and the oxleemos of woeuldih and poverly wWlch ere bDoulw
The stote must vesemae 146 fseaponsiblility fov eontandling
the aizgulating wediunm of the eoon
of the Tmpiness gyole is the adverse Tluntustion of bank ereddd
Gue to the syetem of fyectiomnl moesrves, This eould te ellis
sted by 1000 resorve baaling, Tt would be foolhandy o Wy ol
atcorplich thie overnight but rather 1t nust e Jomg over .

i‘}l gﬁ‘

1 - leny of wy suggestions ove ?.%ka%ﬁ upon those propesed
mﬁﬁﬁﬁﬂf 4 ;,, J&m i*“i mﬁ pomphlet 4 Pesitive Proru
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% vopervass (This

peried of time by pradaally Dalldlne up o bas
ndght be secompended Wy o swall reCugtion of deposiis, howiver
this course Tollowed to sy luzge extent would have ostestpodic
caflationeyy resulisls In Cunpds thie could be dome Wuwadh e
Sank of Conads Duyinge w lovee mushers of securities wivdeh 1he
commereial bauks now hold, until the reserves vere st the I0UE
lovel, This would mesn thet there would e no muliiples espanaion
of orediiy simce deposlt pomy would equal cuch moheys The bayis
gould 50111 opercte on & Trestionel reserve gystern wvith mgasw
o sovings depoalien, slues Lheon Bad o be mush o otallo,
Wt 1t weuld pean the end of
There aPe & Jovge maber of advantages 1

Commserainl banks would no Jonger 2un the riak of lepg runsy oinge
1005 of the depositors® woney would alvweys be svailloble. The
interest hocring dobi of he goverrment could b substasddally
reduceds simge the Tark of Canede would seguive & grent part of
e debt vhileh Lhe comwmrelsd banks now hold. U sonelury sysitan
would now be eleplified, sinve no eosentisl differsmoe would exict
pngy and bark deposit money. A curTergy oould be rude
dng operaticons vwould e grently
simplified, since the beniks would not be allowed to lend out money
Gepoaited Iy eustomers while they ot the same time weve using that
woney by deeving sheques sguinet i, Host imporiant the sliern-
ating perieds of infloticn and defintion of hank eredit would e
elininated, The amount would rersdn fixed in totel end this totad
would be rezuleled By the Tenk of Cenada, Tusiness grele flugte
untiong, in so fur as Uhey weve caused ty this indistion i
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daflation would be cindsized, The Pwk of Canada could contrel
the cuantity and through the quantiyy the value of monay 1o the
econony to stabllize the priee level.

Adong with such & moenclary program, It would be neccasary W
reptore and maintain elfective corpetitive conditions in all indude
trdes vhere Wiﬁ%ﬁm ean funetion properly as o neons of dncuring
effective utilization of rescurces, 4t the same time the goverrment
should take over sl operate sll industries which ave maturul
mongpolies in thet corpetition canngt be mode o Tunetion properlle
This would call Tor & complete revision of the position of the
peivate corporation, Provigions should be made tétaaﬁ 5o eorpoarat
ion ongaged in one line of production should ownm wiy seouritics
of sny other such gorporetion, Limitationms should be pliced on
the total amount of property al ay one corporntion nmay oun, &
thet po singde coppory ¢uy Decone larpe enough to daminsie he
particular Industry Yo wihieh 1t bDelomgs, the smount fox each
parbticular induslery being set Yy the Tedoryal gowerpment, The

mbor et Rinde of securitlies that corporutions may lssue shoudd
be preseribed by lsw, Imwestownt companics holding stoeek in
opeyating conpanles should have no vollng righis, and be pronibitec
from exevelising infiuense over such punles with regud
thelr managonents. This is to pruvert the pyrerdding of contyrcl.
Interlocking divectorates ¢hould be prohibitad by leglslation |
whleh would prevent sipene frop semwing we an officer in ary W
coppanles in the same line of business,; or sy oificer of an
investeent gorporation from serving a8 an officer in an operating

BOE
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corporation, The potent lows dhould be reviced, so that they will
have no ferdeney o Bbelp creale nunopellice, These vessures would
prevent the axpleitation of the consumer Iy the moncpolist; the
seldisteibution of rescuress wWileh resulis frow monopoliatic
campetition and monopolyy and the price »igidities which crphasize
the harw dome LTy the business ayels,

In oxder o secure & more squilable ddstribution of the
gountey's wealth smong indlviduals, = revision of the taxation
gyaten is neceansyy, This must Do sceorplished Vwough & aysien
of progresaive tanstion, Ieduction of imequslitics night De
obtalned without oo mugh loss of afficliongy or destvuation of
Indtlative through tauation, Gains ot the lower lovel of W¥w
income sesls eould Do sesured without much significunt loss o
those with large incomes, so long &8 they maintain thely rurk in
the income atele, In additdon ail unearned ingome sueh as Ilnher-
itanee ghould be heavlly inxed; in order Lo prevent the perpeluale
ion of huge fortunes, he Invoms tax should be esteblished w a

snd levy, with e suerptions of eny kind, 411 dteme of
Lncomwe dhould be Ingluded in esloulating what he lndividusd
ghould pay. The possibilities of m&im of this personsl inguen
ax by slockhwlders wiih respect o the undistributed eurnings of
gorporntions should be aafi’emyaay blogked, A1l inheritaices,
£fte and beguests would be ingludeld we perecnnl ingome of the
realvient in the yeuwr received,

The government should reduce tariflis in so far we poseible,

eince they disoriminste sgainst the home conpumery and eince they




moy tend o mehe possitle the forsetion of wponopelics, vhere the
field within navionsl bounderies is too navrpow sllow effcetive
competition,. This muet be dome gwdsally, so thet hooe Indusiiw
ies which are now protected by o terilf will Bot be compleiely
diglocatad,

in adwertising and selling setivities, To keap wp with otlwy
companies fivee are fovecd to spendl enormous amounts on advertising.
In order to gain the cooperatlion of the merehanis, euch prolucer
mast provide fantaetie “mark ups®y in ovder to keep up to his
competitors, Consumers mst e prohibited seeess to vholesuls
parikels,; Iin ovder o pyotect the retallers, This hos had the

1 ol ouP resourcos

pevEne P payling trerendous tribale to these piddlenons
LAdwertising morecver, intrenches novopoly by setiling wp o Timsnglicl
baryler to nower s saaller Jirps,. Therefore the merchamiisisng
gyoten should be rencdeled; not only Lo Dree wsied resou
useful employvient, tut aleo tw roxove one of the gonditions whieh
Binder the working of goupetition,
This progrer suy Lo swmerised s followes
{1) “eorgmdastion of the monetary sgsten
&) By the abelitlion of wivate deposit benking on the
basis of fractionsl reserves
b The sssfipnesent of the responsibliliily of sdudsdstering
the monolayy sysiew to some QYedersl suthority (in cur
gose “he Dok of Camudia) to mudnteln a stabilised price
level.
(2) The establishwment of sifective sompetition in industeries

reuall of e

aen fop




where thie 18 poesible by the elisfineiion of priveile sonopady

a) Throuwh leglelation dealing with the povers ki the

pights of the corpomution

b) Through renovation of the patent lawe,
{3) There sompetition will mot be sffsctive, then the industvy
should come x rervment ownershipy or supervision.
{4) & wovision of the taxrtion eysten %o orente & more egual
dilatibution of income

a} Threoush progvessive tasation

b) Taxstion of unssrned ingomss
{5) & weduction of tarifis
(G) Preventlon of supessive adveriisccen
o tignt,

IT Cw goverteerd were O pursue such o progitol, then sany

of the econsmie evils wihleh surround ue todsy could Do elinlnaiods
ent 2en talke weiiong It

angd unheslily selling

Tovevery in & demooracyy belure & goveirTm
mist hove (he peeplets aupport. Progressive taiciion ig nover
populay, The sonopellsts will DAt o meindcin thelr posliticia
Countides sbroud will put wp terldy bewrlers videh forae ue o do
e s in may cases, e possibdlilies of such w pregmvm boling
sarried s todsy are aliw indsed, Ve are honding the other
wny townrds plo petsy D0t S0 much on this condinent &6
vely but almoot coveryubere elae in e world since the warye Dt
the bellevers In free enterprise and the dJdenoeratle wuy lxwve o

feur post today, s Professor Indght puts iw



' ot danger o freecdon undoubtedly is thot o dlotute
mﬁiy gffectively eell its@zf “o vm peaple - even L tho
gread mﬁaﬁw - unke them iike & m Hive wnen move of feelling
of fresdon thon ey sun et e necescwrily sombwhot

Qisorderen PPOCREsss of W@ snd frec enterprisc, 1t zs not
you deponatrzied (hat most of W & pecple prefepr &m%ﬁ%’ with the
responeibillty and strugle of plamning thelr own lives in rolation
o We plans of others, raihay mm having the Job token out of
%&mir hepds ang done w. ther Ly o paternalistic lureuuercgy; In
the *Tnith? thatl the latter will do 1% im = wolerably compeiond
and disinterested S
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