THE ECONOMIC WEEKLY

FromthelLondon End

July 27, 1957

Socialism through the Stock Exchange

THE eagerly-awaited Labour Party

policy statement on the national-
isation of industry affirms the
growing influence of the "new-thin-
kers" in the Labour movement the
group who believe that contempora-
ry capitalism possesses within its
structure features which Socialists
should accept if not support. The
statement itself must rank among
the more important of Labour do-
cuments published since the war.
It concedes in print a viewpoint
which has been held by many of the
Party's "leading lights", but about
which few have dared to be explicit.
More than that, the statement ac-
cepts an interpretation of contem-
porary capitalism which completes
the break which has been going on
for some time with the thinking of
the more conventional Socialists.
The Labour Party now accepts the
characterisation of A A Berle that
"the capital is there and so is capi-
talism—the waning factor is the
capitalist." From this premise flows
the analysis justifying the most
cautious and moderate policy on
Socialist ownership of the means
of production.

The Labour statement, Industry
and Society, claims, as the first
significant point of departure, that
the one major development which
now demands a new policy is the
emergence of the large firm. Quot-
ing from the work of the National
Institute of Social and Economic
Research, the statement shows that
just over five hundred large firms
to-day account for about a half
of the profits made and over a half
of the investments in the whole of
private industry. These large firms
and their dominating position in the
economy are described as "a new
and distinctive form of business
organisation." This new form of
business organisation possesses cer-
tain important characteristics. There
is the almost complete separation of
ownership from control—this is ex-
plained partly by the enormous size
of modern business enterprises, and
also by the fact that investors, even
wealthy ones, tend to spread their
investments and hold relatively few
shares in any one company. The
separation of ownership from con-
trol has enabled the rise to power of
a new class of technocrats. The

technical and managerial  experts
who control industry, particularly
large-scale industry, are not neces
sarily wealthy themselves. They,
however, provide a body of skill and
knowledge which has enabled capi-
talism to develop to its present con-
centrated form. Underlying this
development are three important
factors. In the first place the very
size of the large enterprise has made
it increasingly difficult for the in-
dividual shareholder to hold any
more than a tiny percentage of the
total capital. The statement cites
the example of the .Shell Oil Com-
pany the current market value of
1 per cent of the issued share capital
isover £5m. It is claimed that
wealth on this scale is extremely
rare in Britain. Secondly, there has
been the far-reaching' effect, of death
duties—large individual investments
which may be accumulated during
a lifetime cannot be expected to con-
tinue into subsequent generations.
Thirdly, the rich, according to the
Labour Party, do not normally in-
vest all, or even a substantial pro-
portion, of their wealth in a single
enterprise. These factors, therefore,
tend to enhance the claim that there
exist today no substantial capita-
lists who could become, as in the
days of old, the target of the Socia-
list movement.

Does this estimation then demand
of the Labour Party (if the estima-
tion is a correct one) a policy on
social ownership ? It is certain that
no Labour Party can in fact accept
the existing situation, no matter
how much it wanted to maintain the
existing forms of economic organi-
sation. The demand for change
has become part of the political
situation and it is inevitable that
the Labour Party should put up
some demand for change. The
changes recommended however, are
of such trivial sgnificance that for
Britain the long-term perspective is
now one whereby the large firm will
continue in the main, and that the
Labour Party will do little to change
either the nature of the control or
of the ownership of such enterprises.

Wherever change is becoming part
of the Labour Party's policy, these
changes are broadly being based on
how far they will be able to assist
towards a reduction in income
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inequalities and of a possible redis-
tribution of income and wealth. The
Labour Party believes that the
large firm has in a rather peculiar
manner tended to increase income
inequality this apparently has been
made possible by the ability of com-
pany directors and the new class of
technocrats to  obtain from the
firms that they manage  specia
facilities and financial resources for
personal  advancement which are
not available to the broad masses
of the people. The statement cites
the rather exceptional case of one
company enabling its senior execu-
tive staff to send their children to
special schools against the firm's
pension and staff provident funds.
In this way, the Labour Party
claims, the perpetuation of class
distinction is pursued. These undesi-
rable features will come in for
change when the Labour Party
comes into power.

weakness of the
policy now  recommended by the
Labour Party is that the changes
to be brought, about concern some
of the more trivial consequential
features of the large firm rather
than the firm itself. The Labour
Party hopes to assist the share
holders in controlling the techno-
crats and managerial experts. In
this way it hopes that the more
undesirable features with regard
to this new class of persons gain-
ing special privileges not available
to others will be done away with.
The more fundamental feature of
the large firm, that is. the firm's
ability to control vast sums of
money, to undertake large invest-
ments and to concentrate increas-
ing power within its hands remain
under the Labour Party's propo-
sals, virtually untouched. The
old Socialists had aways claimed
that the foundations of social
ownership was the belief that pro-
tits provided the motive for capi-
talist enterprise and that by and
large this motive was inconsistent
with what could be construed as
the public interest. To many in
the Labour Party such an estimate
is still correct and still pre vails.

The central

The large firm is able to spend
considerable funds on advertising.
And this advertising to-day veers
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consumer tastes into  directions
which not only provide for a plan-
ned basis for industrial investment
but assures industry of its profits.
The large firm creates its own
market by the amount of money
it spends on advertising. Such
profit considerations and industrial
investment are however not neces-
sarily in line with what the Labour

Party claims to be its policy of
"economic planning for social
advance." This patent fact, how-
ever, does not come within the
purview of the Labour Party's
policy statement. What is recom-
mended is that the State itself,

through such State agencies as the
State Pension and Superannuation
Fund which possess large sums of
money, should Invest such funds
in the equities of large firms and
in this way enable State represen-
tatives to sit on the Board of
Directors of the 500 firms. There

will be no discriminatory treat-
ment, against such firms indeed
the Labour Party ses in  these
firms a quality of economic orga-
nisation  which  provides little
reason for change. In this way
the Labour Party, when it does

get back into power, will be able
to obtain for the State the capi-
tal gains that arise from specula-
tion that normally goes with Stock
Exchange transactions. By main-
taining State representatives on
Company Boards, the new class
privileges which the technocrats
and managerial experts are gain-
ing will be avoided.

If the Labour
any evidence how the large firm
has come into existence and has
been able to distort the process of
reward for enterprise, then it could
have delved into the many reports
of the Monopolies Commission
which the Party itself had set up
in 1948. In those industries which
are dominated by one or two firms,
the consumers have become sub-
ject to the whims and fancies of
such firms. Price fixing and price
maintenance arrangements  as
well as controls over sources of
raw material supply have reduced
the competition that would other-
wise have operated towards bring-
ing down prices or enabling the
normal processes of reward to pre-
vail. In fact the Labour Party's
statement on social ownership pro-
vides little comfort to the consumer
of mass produced goods.

There can be little doubt
the policy

Party  needed

that
enunciated in this im-

portant  document will find little
support from the mass of the La-
bour Party. This is certain if ac-
count is taken of the resolutions
that are before the forthcoming
Conference of the Party. Accord-
ing to the list of resolutions that
have been presented by Labour
Party branches for discussion at
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the Conference In October  next,
almost every branch of the Party
has called upon the Conference to
affirm its belief in the common
ownership of all basic Industries
and a number of resolutions ex-
press anxiety "at the present
tendency to deviate from these
accepted Socialist principles".
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