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I - I N T R O D U C T I O N

My ob jec t in th i s paper i s to d iscuss some o f the po l i t i ca l

problems posed by the existence and workings of large corporat ions

and some o f t he so lu t i ons o f f e red t o t hose p rob lems . Th i s p ro jec t ,

t h o u g h s i m p l e e n o u g h t o s t a t e , b r i s t l e s w i t h m e t h o d o l o g i c a l d i f fi c u l t i e s

wh ich I do no t p ropose to say much abou t . I t i s c lea r, t hough , tha t

phenomena do no t go a round labe l led as "p rob lems" : to iden t i f y

someth ing as a p rob lem i s t o say tha t i t f a i l s t o mee t ce r ta in c r i t e r i a

fo r wha t coun ts as a sa t i s fac to ry s ta te o f t he wor ld o r t ha t i t

p r o d u c e s r e s u l t s w h i c h t h e m s e l v e s f a i l t o m e e t t h e s e c r i t e r i a . T h i s

invo lves an in te rweav ing o f eva lua t ion and descr ip t ion wh ich car r ies

o v e r i n t o t h e d i s c u s s i o n o f " s o l u t i o n s " a s w e l l . N o r m a l l y t h e r e i s

no such th ing as " the so lu t ion to a p rob lem" ; there a re on ly var ious

th ings tha t might be done, each o f wh ich se ts in t ra in a d i f fe ren t

range of consequences. For analy t ic purposes one may segregate a l l

t h e e f f e c t s e x c e p t t h o s e c o m p r i s i n g t h e s o l u t i o n a s " s i d e - e f f e c t s "

but th is does not make them any less important in str ik ing a balance

1of advantages and disadvantages.

1. To suppose that one can make an eva luat ive d is t inc t ion between

the intended consequences of a policy (say, combating Communism in

Sou th -Eas t As ia ) and the fo rseeab le bu t no t i n t r i ns i cs i l l y des i red

consequences (say, killing and maiming civilian populations) is to

make decisions easier at the cost of making them moral ly obtuse.

A p a r a l l e l t h o u g h n o t i d e n t i c a l d i s t i n c t i o n i s m a d e i n t h e d o c t r i n e

o f " d o u b l e e f f e c t " . T h i s i s t h e n o t i o n t h a t i t i s m o r a l l y a c c e p t a b l e

to do something which is known to produce bad consequences - in the
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stock example, performing an operation on an expectant mother

w h i c h w i l l s a v e h e r l i f e b u t r e s i a t i n t h e d e a t h o f t h e f o e t u s -

bu t no t to k i l l the foe tus as a means to sav ing the mother 's l i fe .

The argument is that in the former case God could always intervene

t o s a v e t h e l i f e o f t h e f o e t u s - e v e n i f H e h a s n e v e r d o n e s o i n

any recorded case of the operat ion* . A somewhat equiva lent

argument which has actual ly been used about Vietnam is that i f the

Vie tcong gave up , nobody wou ld ge t k i l led . In my v iew these

soph is t r ies a re unwor thy o f an in te l l i gen t human be ing .

To s a y t h a t a n i n v e s t i g a t i o n o f t h e k i n d p r o p o s e d w e a v e s

together fac tua l and normat ive s t rands is no t to say tha t they

c a n n o t b e d i s t i n g u i s h e d a n a l y t i c a l l y. B u t t h e a n a l o g y w i t h w e a v i n g

ho lds t o t he ex ten t t ha t un rave l l i ng t he t h reads i s no t necessa r i l y

the bes t way o f apprec ia t ing the pa t te rn . No apo logy i s made, then ,

for the way in which factual and normat ive considerat ions are mixed

toge ther w i th fewer inh ib i t i ons than i s now usua l l y though t academica l l y

becoming.

O n e f u r t h e r p r e f a t o r y p o i n t : t h e c a t e g o r y o f ' ' f a c t s " i s a

very broad one. At one end are s ta tements o f the k ind be loved of

sense-datum phi losophers l ike " I am" now seeing a red patch" . At the

o t h e r e n d a r e s t a t e m e n t s o f t h e k i n d w i t h w h i c h t h e v i c t i m s o f s o c i a l

psycholog is ts and the i r a l l ies are expected to express agreement or

dissent, such as "When i t comes down to i t , most people can' t real ly

be trusted."̂  I am always mildly surprised that these questions do

2 . P e r h a p s t h e s e a r e n o t q u i t e t h e f a r e n d . W h a t a b o u t " G o d e x i s t s "

or "The universe did not have a beginning"?
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i s o n e o f t h e o b j e c t s o f , s t a t e a c t i v i t y ; p o s s i b l e c h a n g e s i n i t s

form and cont ro l are i tems on the agenda of po l i t i ca l d iscuss ion;

and i t ha is enough at t r ibutes of a s ta te to suggest that a t least

some of the analysis developed for the state may be appl ied to i t .

On the who le the con t r ibu t ions o f recen t po l i t i ca l sc ience and

politicsd theory to the study of these matters are not very impressive.

The most abundant a ind sophist icated l i terature is that concerned vdt i i

the "pressure group" activities of business vis-a-vis government,

though, as we shall note later, even this is fair ly spotty. The

corporation i tself as a subject for pol i t ical analysis is a

remarkably neg lected top ic wh^ one cons iders the s ize o f reso i i rces

whose disposition is determined by decisions made within corporations.̂

5 . A t t h e r e c e n t ( 1 9 7 0 ) c o n f e r e n c e o f t h e I n t e r n a t i o n a l P o l i t i c a l

Science Associat ion, the largest number of papers was contr ibuted to

t h e s e c t i o n o n " C h u r c h e s a s P o l i t i c a l I n s t i t u t i o n s " . T h e r e h a s n e v e r

been a sec t i on on "Bus iness Co rpo ra t i ons as Po l i t i ca l I ns t i t u t i ons " .

This being so, it seems appropriate that the following discussion

should ra ise more quest ions than i t a t tempts to answer.

I I - P R O B L E M S

The exercise of power in society is always a potentially

political question: because the state demands a monopoly of the

means of large scai le coerc ion, o ther wie lders of power hold i t in
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s o m e s e n s e o n s u f f e r a n c e f r o m t h e s t a t e . T h i s i s , o f c o u r s e ,

A fa i r l y obv ious c r i t i c i sm tha t m igh t be made a t th i s po in t

wou ld be tha t , hav ing re fused to equate the s tudy o f po l i t i cs w i th

the study of power relat ions, I am now doing i t by the back door.

Such a cr i t ic ism would be largely misplaced, hov/ever, s ince there

is a big di fference between saying that the possession of power

ra i ses the ques t i on o f poss ib le s ta te i n te rven t ion and say ing tha t

a l l possess ion o f power i s the p r imary focus o f the s tudy o f po l i t i cs .

c o n s i s t e n t w i t h t h e c l a i m b e i n g m a d e t h a t t h e s t a t e s h o u l d n o t

interfere in the exercise of certain kinds of power.̂  But the case

5* For examp le , Jean Bod in , usua l l y regarded as the fi rs t exponen t

in modern Europe of the theory of sovere ignty, mainta ined that the

father of a family should have absolute power over the members of

h i s f a m i l y .

has to be argued. There are two counts on which the possession of

power can be de fended : t i t l e and consequences . Tha t i s t o say,

i t can e i ther be argued that the possessor has a r ight to exerc ise

power or it can be argued that his exercise of power has (on the

whole, and re lat ive ly to a l ternat ive possib i l i t ies) beneficia l

consequences. Obviously, the two may be used in conjunct ion, and at

various times (notably by the English Utilitarians) attempts have

b e e n m a d e t o c o l l a p s e t h e fi r s t j u s t i fi c a t i o n i n t o t h e s e c o n d . I t

w o u l d b e r e a s o n a b l e t o d i a g n o s e a g r a d u a l d r i f t o v e r t h e c e n t u r i e s
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towards justification by results but pragmatism has never completely

tr iumphed and has recently come under renewed attack, albeit a

pretty inchoate form of attack.̂

6. I have in mind here, of course, primarily the so-called "new left".

However, for anyone who regards himself as immune to this current of

thought, I would recommend a reading (or re-reading) of a classic of

the thirties like Thurraan Arnold's The Symbols of Government (Reprinted

by Harbinger Books; Harcourt. Brace and World, New York, I962). Even

those who think of themselves as relatively hard-boiled will, I suspect,

get a slightly creepy sensation from Arnold's dismissal of everything

except a direct eye to outcomes as mere superst i t ion.

A l l t he ' ^po l i t i csd p rob lems" I sha l l men t ion i nvo l ve the

possession of power in some way, though some of them are politically

relevant in other ways as well. The exact categorization is in some

cases fairly arbitrary - there could be more or fewer categories -

but I th ink the main points most people wi l l wish to inc lude come in

s o m e w h e r e .

I start with three effects or by-products of the corporation's
r

economic operations; micro-economic effects, macro-economic effects,

a n d e x t e r n a l b e n e fi t s a n d c o s t s . I s h a l l t h e n c o m e o n t o t h e e x t e r n a l

pol i t ical act iv i t ies of corporat ions and their internal power

r e l a t i o n s h i p s .

1. It is not, I tfiike it, in serious doi>bt tiiat the contemporairy

l a r g e c o r p o r a t i o n h a s a c e r t a i n a m o u n t o f f r e e d o m o f a c t i o n i n

deciding what to charge for its product, what to pay its employees

(i?^uding directors), how much profit to plough back and how much to ^
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ŝhareholders, and so on. It can be argued, vdth (as far as

I can see) a good deal of plausibility that there is nothing new

in all this, that concentration of industry has not increased,

that improved information and transport make competition more

effective, that economic growth makes domestic markets bigger and

in any case imports and exports grow faster than world production

itself, that corporations tend increasingly to compete in many

d i f fe ren t marke ts , and tha t innovat ion in t roduces new sources o f

competition (plastics v. metals, for example). The labour market

and the capital market, even more than the market for consumer goods,

it may be said, hal̂ pever operated gr̂ tliinĝ lik̂ 'the atomistic model of
perfect competit ion. All that is new, i t might be concluded, is that

the existence of big corporations makes the departures from perfect

competition more obvious to the naked eye.

For the present purpose i t does not mat . ter i f th is is so or not .

The important point is that, although certain politicians (Enoch Powell

and Barry Goldwater, for example) still propound the ancient verities,

the paid promoters of the "free enterprise" viewpoint, such as the

Institute of Economic Affairs in Britain, do not rely very heavily

on the schematic version of Adam Smith that used to pass for economic
n f A V - i Uorthodoxy. The importance of̂ lies in the place thaŝ orthodoxy

? • P e r h a p s t h i s n e e d s s o m e q u a l i f i c a t i o n t o c o v e r t h e i r l e s s

sophist icated academic outr iders. After the original text was.

written. The Morals of Markets by H.B. Acton was publishedl̂ L̂ongmans,
1971) under the "sponsorship" of I.E.A. Bernard Williams, reviewing it
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(Guardian, p. 9» 1 April 1971) commented: "The defence of *the

market economy' largely lacks force and interest because the book

is hope less ly undec ided abou t a cen t ra l ques t ion : to what

ex ten t i t s mo ra l de fence o f t he p r i nc i p l es o f p rofi t and compe t i t i on

is supposed to funct ion as a defence of contemporary capi ta l ism.• .

Some very brief and evasive remarks are all we get on the subject

o f monopo ly ; and many cur ren t c r i t i c i sms o f the e f fec ts o f marke t

f o r c e s a r e n e v e r m e n t i o n e d a t a l l . S o i t i s h a r d t o k n o w w h e t h e r

i t i s bus iness i n t he wo r l d as we find i t t ha t Ac ton i s t a l k i ng abou t ,

o r n o t . " ^

held in the defence of the pr ivately-owned economic system.

As I sa id ear l ie r, a l l possess ion o f power is open to a

po ten t ia l demand tha t i t be con t ro l l ed by the s ta te , s ince the

s ta te removes t he r i gh t o f p r i va te j us t i ce among i t s c i t i zens .

But the best way of avoiding chal lenge is to deny the possession

o f p o w e r . S o c i a l l i f e i s , o f c o u r s e , r i f e w i t h e x a m p l e s o f t h i s

s t r a t e g e m a t a l l l e v e l s : " I ' d l i k e t o l e n d y o u t h e m o n e y b u t I d o n ' t

have i t " , " I 'm sorry, once the decis ion 's made I 'm not empowered to

a l t e r i t " , a n d s o o n . T h u s , a n e l e g a n t r e p l y t o c r i t i c i s i fi ' t J f - ^ e

conduct of business firms would be to deny that they had any

d i s c r e t i o n - t h e h a r s h a n d i m p e r s o n a l " l a w s o f t h e m a r k e t " d i c t a t e

t h a t t h e y p a y t h e i r w o r k e r s n o m o r e o r c h a r g e t h e i r c u s t o m e r s n o l e s s ,
7 a

on pa in o f be ing d r iven in to bankrup tcy by less so f t -hear ted compet i to rs .
a

One aspect of the freedom of aanoevre which firms enjoy is not

of ten commented on and that is the scope which i t provides for lavish

work ing cond i t i ons . These advfiu i tages a re norma l l y, o f course .
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Theo Nichols, in his book Ownership, Control and Ideology (London: (Seorge

Allen and Unwin, 1969), asks whether businessmen welcomed the publicization of

the Berle and Means conclusion that power within the corporation was moving

from the owners to the managers and suggests that 'there can be no doubt about

i ts undesi rabi l i ty. I t s imply t ransferred the at t r ibutes of corporate power

from owner to manager, and with this, of course, it also transferred to the

alleged new holders of power the need to lay claim to be recognized as

disinterested and responsible men' (page 27). Although the specific point

in question is one we come to later, this passage illustrates well the point

that the reputation of power can be a burden since it makes one answerable

f o r o u t c o m e s .



particularly concentrated on the directors and, to a smaller

extent, other management employees, but even other employees have

working conditions that often contrast starkly vdth those prevailing
Qin the sector of the economy reliant upon taxes for support.

8. To give a small but fairly typical example, most of the

schools in Colchester could not legally be used for commercial

purposes because the s tandard o f i l luminat ion in the rooms fa l ls

below - in some cases grotesquely below - the minimum laid down

in the Shops and Offices legislation. In some schools the only

well-lit room is that of the head-teacher's secretary'.

There does not seem to be any conceivable rationale for this

discrepancy if one simply thinks of the outcome. It is presumably

t h e r e s u l t o f a l e g a l f a c t - t h a t t h e r e s e e m s t o b e n o l i m i t t o

the extravagances that can be offset against profits as a first

charge, provided they are not too overtly "private" in nature -

backed up by a general feeling that expenses covered by sales are in

some sense self-Justifying whereas virtue calls for expenses covered

by taxes to be pared to the bone.

Another use of corporate discretion, which is occasionally

challenged by shareholders at sinnual general meetings but more often

goes unremarked, is the use of the corporation's money for "good causes".

Since the writer of this paper, like the other contributors, is a

beneficiary of this phenomenon, it seems rather churlish to point out

that, for good or ill, it is an exercise of power, and that some have

argued for its being an illegitimate exercise of power. The money
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should be vised, they suggest, to pay more to employees or shareholders

o r t o r e d u c e p r i c e s t o c u s t o m e r s . I t i s t h e n f o r t h e s t a t e t o r a i s e

such funds as are thought necessary for "good works" and spend them

subject to public accountabil i ty. This is an issue (one of an

increasing number, I think) which has the capacity to unite left and

r i g h t . T h e c o u n t e r - a r g u m e n t s t a k e t w o f o r m s . O n e , a p p e a l i n g t o

the greater ease of ra is ing money as a firs t charge on profits as

against having it collected by the state, is simply that desirable

expendi tures paid for by corporat ions just would not be under taken

o t h e r w i s e , a n d t h i s w o u l d b e a s o c i a l l y i r r a t i o n a l r e s u l t . T h e o t h e r

conf ron ts the i ssue o f corpora te power and ins is ts , on the l ines o f

pluralist l iberalism, that i t is actually a good thing to have

al ternat ive sources of finance for publ ic ly beneficia l act iv i t ies

and tha t the d i f fus ion o f power assoc ia ted w i th th is i s to be

w e l c o m e d .

I n add i t i on t o t he power o f t he fi rm to se t t he p r i ces i t

charges and the amounts it pays, there is the power (how great a power

is obviously in dispute) to mould consumer demand (and, incidentally,

other beliefs and att i tudes) by advertising. In i ts most extreme

form the thesis of the power of advertising is argued by Marcuse in
i

One-Dimensional Man^ in a somewhat less extreme form by Galbraith

in The New industrial State^/^ In either form,
t h e t h e s i s p r e s e n t s f o r m i d a b l e m e t h o d o l o g i c a l d i f fi c u l t i e s , s i n c e i t i s

ev ident ly t r icky to detec t the gross e ffec ts o f such a phenomenon, fo r

in the Marcuse version the idea seems to be not so much that specific

a d v e r t i s i n g s e l l s s p e c i fi c g o o d s b u t r a t h e r t h a t t h e t o t a l i m p a c t o f
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See Alex Rubner, The Ensnared Shareholder (Harmondsworth: Penguin, 1966),

pages 45-51. Thus, on page 50, criticizing the decision of the Ford

directors to give £200,000 of the company's money to the University of Essex

he wr i tes 'The d i rec tors o f Ford are appo in ted by the i r shareho lders , and
/

their intervention in higher education is to be deplored, because they are

not competent to decide on nat ional educat ion pr ior i t ies.. . In Bri tain

there are government-appointed committees which advise Parliament on the

expenditure of publ ic fund for higher education.. . I f parl iamentary control

is to have any meaning, then these priorities must not be left to the whims of

i n d i v i d u a l s . N o o n e h a s g i v e n t h e d i r e c t o r s o f F o r d a c e r t i fi c a t e t e s t i g y i n g

to their superior competence over the educational experts advising the elected

r e p r e s e n t a t i v e s o f t h e p e o p l e . '
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advertising is to refashion people's self-images into the passive
9a c q u i s i t i v e n e s s o f a " c o n s u m e r " . P e r h a p s t h e l i t e r a t u r e o n t h e

9- Another, rather more precise, statement of this theme may be

found in Raymond Will iams, The Long Revolution (London; Chatto and

Windus, 1961), especially pages 296-7.

s o - c a l l e d " r e v o l u t i o n o f r i s i n g e x p e c t a t i o n s " i s m o r e r e l e v a n t t o t h i s

debate than the swapping of anecdotes about the Edsel and plastic

daffodi ls . As far as I can see, the impl icat ion of th is l i terature

10. A pioneering example is Daniel Lerner, The Passing of Traditional

Society (New York; Free Press of Glencoe, 1958).

is that very little in the way of advertising is needed to make quite

a lot of people in the "third world" want cars, refrigerators and all

the other impedimenta of affluence : apparently all that is needed

are a few old Hollywood movies. The same goes for the Soviet Union,

where people seem to have discovered a desire for consumer goods

without any official prompting. The more l imited Galbraith thesis,

that firms can in broad terms stabilize their market shares by brand

advertising, seems a good deal more plausible, but does not, I suggest,

constitute a degree of power very much greater than that already

acknow ledged in the l im i ta t i ons o f p r i ce compe t i t i on .

With the waning of the beliefs underlying the "no power" defence,

the possibility of a reasoned blanket resistance to scrutiny and control

d isappears. We can thus expect an increase in demands for in format ion
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o n b e h a l f o f c o n s u m e r s , s h a r e h o l d e r s a n d w o r k e r s a s w e l l a s

g o v e r n m e n t , w h i l e b u s i n e s s m e n w h o m a i n t a i n t h a t t h e y w i l l b e

bank rup ted by con t ro l s ove r the sa fe ty o r qua l i t y o f t he i r p roduc ts ,

o r the t ru th fu lness o f the i r adver t i s ing , w i l l no doub t go the same

way as those who maintained they would be bankrupted if they were

not al lowed to work women and chi ldren for sixteen hours a day or tOarn

forced to put safety devices on machinery.

At the same t ime, the defence of the corporat ion 's market

power has to be made in terms of i ts benefic ia l e ffec ts , s ince a

d e f e n c e i n t e r r a s o f t i t l e d o e s n o t s e e m t o b e o p e n . ^ T h i s i n e f f e c t

pushes the "po l i t i ca l prob lem" back to the quest ion whether the

sys tem as a who le can be j us t i fied by r esu l t s . O f cou rse , even i f

i t were accepted that firms had no pov/er, the whole "automatic"

apparatus might s t i l l have been cha l lenged : and by some people

i t was . Marx , to take the obv ious example , accep ted tha t marke t

forces were beyond the control of human agency and based his moral

c r i t i q u e a n d p r e d i c t i o n s o f d o o m o n p r e c i s e l y t h a t . B u t h e a l s o

pointed to the tendency, especia l ly among popular wr i ters on economics,

to iden t i f y the " laws" o f a par t i cu la r fo rm o f economic sys tem w i th

"na tu ra l " l aws , f o r examp le t o t r ea t i ncome d i s t r i bu t i on and

t e c h n o l o g i c a l c o n s t r a i n t s a s o n a l l f o u r s . P s y c h o l o g i c a l l y , i f n o t

l o g i c a l l y, t h i s f o r m o f d e f e n c e b y n o t c o n c e i v i n g o f a l t e r n a t i v e s

seems to lose i ts force once the idea gets around that ind iv idua l

d e c i s i o n - m a k e r s h a v e d i s c r e t i o n .

T h e g e n e r a l l i n e s o f t h e j u s t i fi c a t i o n b y r e s u l t s a r e f a m i l i a r

e n o u g h i t h e i n e f fi c i e n c i e s d u e t o m o n o p o l y p r i c i n g a r e r e l a t i v e l y

smal l , the d is t r ibu t ion o f income can be made to lerab le by appropr ia te

fiscal measures and, above al l , the system has shown i tsel f capable
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of generating sustained econoniic growth. Apart from the first,
which I have nothing to say about here, I shall take up the

limitations of these points under the headings of macro-economic

effects and external costs and benefits.

2. The second politically significant point that calls for mention
is that the decisions of firms have macroeconomic effects and that a

decision advantageous to a firm may impose macroeconomic "external

costs". The second part of the statement is crucial. In any sort
of economy, each economic decision must, obviously, have some effect

on the level of employment, the distribution of income, the general

price-level and so on, however minute; but this may or may not
constitute a "political problem" as the term has been defined.

I cannot help wondering if economists have entirely come to
terms with the political implications of the cliche that inflation is

the problem of the present period as unemployment was of the nineteen

thirties. Both have in common the fact that the consequences of
individual decisions can be in aggregate undesirable, but the difference

lies in the way in which the available remedial action operates. If
we go back to the inter-war period we find, of course, that the standard

socialist argument suggested that the concern of firms with profitable
production could not be made compatible with the full utilization of

resources; hence the "profit motive" must be replaced by "production
for use" according to a national plan in vrtiich each plant would be given
a physical production quota. However, skirting around the controversy
about the relative importance of fiscal and monetary policy, I suppose

nearly all economists would now think that it is possible to avoid mass

unemployment of the kind experienced in the nineteen thirties.



I t is not surpr is ing that when economists address themselv i js to

the"problcm of inflation", what they usually seem to be looking for is

some equivalent method of leaving individual decision-makers to pursue

their own interests as they see them while manipulating central controls

so that the final result is satisfactory. But at the r isk of being made

to look foolish, I am bound to say this appears to me something of a vain

hope. The government may, of course, by monetary or fiscal policy

arrange things so that aggregate inflation will be "punished" by

a g g r e g a t e u n e m p l o y m e n t , b u t t h i s k i n d o f c o l l e c t i v e s a n c t i o n i s f a r

from ensuring that it is not in the interests of the employees of a

firm to demand more pay and the.employers to prefer paying up to

facing a long and expensive strike. It is pointed out (Jn \Ih±teha.l'Q
that large settlements are contrary to industry's long-run interests,

particularly if they lead to a future balance of payments crisis and

yet einother cycle of . stop-go.

11. John Palmer^ "Wages of Strife", Guardian, 1^ April 1971, page 1?.
This article quotes an "executive of a large engineering firm" as saying :

"On the one hand the Government acknowledges that our overriding national

industr ial target is for greater profitabi l i ty and more investment, but

on the other hand Ministers want us to do bloody battle with the unions

at great :^sk to our profits and our market competitiveness".

If this really represents British government opinion (and there

is no evidence that the government has any other ideas) it is rather

sad because it shows the government does not grasp the distinction on

which, it is not too much to say, the whole raison d'etre of politics

i s f o u n d e d . T h i s i s t h e d i s t i n c t i o n b e t w e e n w h a t w o u l d b e o f b e n e fi t

to al l the members of a col lect ivi ty i f they al l did i t (relat ively to
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their all not doing it) and what is of benefit to thera individually,

in the absence of enforcement. If "industry" were a single entity

it would meike sense to treat "its" interests as adequate motives.

But since "industry" is simply an abstraction it is quite irrelevant

to the actions of particular firms to speak of the interests of

" industry". The idea of " long-run interests" is often used (as in

the quotation) to fudge over the distinction between individual and

co l lec t ive in terest ; but t in for tunate ly a co l lec t ive in terest is
1 2n o t a l o n g r u n i n t e r e s t .

12 . Fo r ano the r examp le o f t he con fus ion be tween co l l ec t i ve i n te res t s

and long run interests, this time in relation to the decision to vote,

see my discussion of Anthony Downs in Sociologists, Economists and

Democracy ̂ ollier-MacMillan, 1970)̂

To a polit ical theorist an inflationary economy is powerfully

reminiscent of Hobbes' state of nature. As Hobbes pointed out, it is

useless in a state of nature merely to point out how much nicer it

would be not to be in a state of nature and positively irresponsible

to ask people to set an example by renouncing the use of force and

fraud since a man who does makes himself "a prey to others". The only

answer, as Hobbes said, is to change the rules of the game and introduce

a coercive authority capable of enforcing peace. The analogy seems to

m e p r e t t y p r e c i s e . M u c h o f fi c i a l d i s c u s s i o n o f i n fl a t i o n c o n s i s t s o f

saying how much better it would be not to have it and inviting various

groups in the community to set a good example. Yet the logic of the

si tuat ion seems to be exact ly that of a Hobbesian state of nature and

the solution - recourse to enforceable law - must be the same.''^

" { - 1 0 .
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15* Since Professor Galbraith rather specializes in condemning

o the rs f o r i nsu f fic i en t i conoc lasm, one can de r i ve a ce r t a i n

pleasure from noticing that in The New Industrial State he apparently

regards "guideposts" as an adequate anti-inflationary intervention

b y t h e s t a t e . S i n c e i t i s a p r i o r i i n c o n c e i v a b l e t h a t m e r e s t a t e d

n o r m s o f t h i s k i n d s h o u l d a f f e c t b e h a v i o u r m a t e r i a l l y, i t i s g r a t i f y i n g

t o fi n d t h a t t h e p o s i t i o n i n t h e U . S . A . h a s c o m e i n t o l i n e w i t h a p r i o r i

expectations. The bel ief in consensus as a substi tute for pol i t ical

machinery is in fact characteristic of Galbraith; it has something

in common vdth the now discredited Wilsonian "technological" socialism

i n t h e U . K . I d i s c u s s a l l t h i s i n r a y fi n a l s e c t i o n .

Whether the income d is t r ibu t ion a r i s ing f rom the k ind o f

economy found in Western Europe, North America and other extensions

of Europe is eth ical ly acceptable when sof tened wi th a certa in amount

of "welfare" redistr ibution is obviously a disputed question, Hugh

Clegg, in a recent book , points out that the Incomes Policy of the

1^. Hugh Clegg, How to Kan gtn Incomes Policy and Why We Made Such

a Mess of the Last One (London: Heinemann, 1971)•

Labour Government from I965 on (with the exception of "freeze" periods)

provided for exceptional increases "where there is general recognition

that ex is t ing wage and sa lary leve ls are too low to mainta in a

1 5reasonable standard of living" but that no survey v/as ever carried out

1 5 . C l e g g , o p . c i t . , p a g e 1 9 . .
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to find out what the "general recognition" was. He does cite an

enquiry in Ireland, carried out in I969, among adult males. "All

groups agreed...that pay was too low at the bottom end of the

hierarchy. Managers, professionals, craftsmen, clerks, semi-skilled
workers and labourers all agreed that farmworkers and labourers

deserved higher pay than they actually received.It would be

16. Clegg, op. cit., page 22, summarizing Hilde Behrend et al
Views on Income Differentials and the Economic Situation (Findings
from a National Sample Survey), Economic and Social Research Institute,

Dublin, Paper No. 57, 1970).

interesting to have comparable data for other countries, but the
existence in most countries of at any rate some people who regard the

distribution of income as unjust clearly constitutes a "political

problem" as I have defined one, in that a natural result is a demand

for remedial state action either within the existing framework or to

change it more radically. So far I have referred only to earned
income differentials but it is of course a feature of economic, systems

of the kind found in the countries I mentioned that the ownership.of

wealth is extremely unequally distributed and there are theoretical

reasons for supposing that the system undisturbed tends to increase these.

1 7 * J . E . M e a d e , E f fi c i e n c y, E q u a l i -

(London: Allen and Unwin, 1964).
t h e O w n e r s l i i p o f P r o p e r t ^
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Nor do governmental policies, even in Scandinavia, seem to have a

very big impact on the degree of inequality in holdings of property.

18. British death duties are voluntary to such an extent that

around 195^ "the annual death-duty yield of £175m. at that time

I represented the taxing away of no more than a fifth of the annual
I increase fin capital appreciatioi^". (Michael Meacher, New Statesman,

16 April 1971i P» 520.) Since the advent of the present Conservative

government , inc identa l ly, the openness wi th which avoidance of death
i

I d u t i e s i s a d v e r t i s e d s e e m s t o h a v e r e a c h e d a n e w l e v e l . T h u s a
!

firm of insurance brokers advertising in the Times (21 April 1971,

page 17) describe estate duty as "a crippling bill that is literally

t o t a l l y u n n e c e s s a r y " i n t h e i r a d v e r t i s e m e n t .

B y a n i n t e r e s t i n g p s y c h o l o g i c a l q u i r k , i t a p p e a r s t h a t t h e s o c i a l

distance of the rich, and the very fact that they receive incomes

on an unearned basis, makes them less the targets of criticism thain,

say, wel l paid members of the working c lass l ike car workers.

I On the other hand I should be inclined to guess that, at any rate in
I ■ ' '
I W e s t e r n E u r o p e , t h e . i n e q u a l i t y o f s p e n d i n g p o w e r w h i c h t h e p o s s e s s i o n

o f w e a l t h m a k e s e f f o r t l e s s l y p o s s i b l e i n a h e a l t h i l y f u n c t i o n i n g

economy would be widely regarded in abstract terms as inequitable.

Frsmk Park in, in a recent book, has suggested that act ive d iscontent

about the ba is ic fea tures o f one 's soc ie ty i s no t , so to speak , "na tura l "

to man. Unless a pol i t ical party is constantly at work interpreting

events in such a way as to articulate the connection with general

pr inc ip les of socia l just ice, i t is possib le for the spir i t of protest



among what he calls the "underclass" simply to atrophy.

19 * F rank Pa rk i n , C lass I nequa l i t y and Po l i t i ca l O rde r ( London :

MacGibbon and Kee, 1971)• "It seems plausible to suggest that if

socialist parties ceased to present a radical, class-oriented

meaning-system to their supporters, then such an out look would not

pers is t o f i t s own accord among the subord ina te c lass . Once the

mass party of the underclass comes to endorse fully the values and

institutions of the dominant class, there remain no major sources

of pol i t ica l knowledge and in format ion which would enable the

s u b o r d i n a t e c l a s s t o m a k e s e n s e o f t h e i r s i t u a t i o n i n r a d i c a l t e r m s "

(page 98).

While the leader of the Labour Party dismisses as "wild Harapstead

stuff" any notion of even a modest move towards equality, and the

Labour Chancellor of the Exchequer is reputed to have vetoed even

a gesture in the direction of a wealth teix in the Party election
2 0manifesto for 1970 one can say that in Britain at least the atrophy

20. See D.E. Butler and M. Pinto-Duschinsky, The British General

Election of 1970 (London: MacMillan, 1971), page 2, fn, 1.

is quite well advanced, and the same seems broadly true of other

European non-Communist parties of the left. But the inequality of

wealth can st i l l be descr ibed as a latent pol i t ical issue. I f Parkin

is right, much depends on the behaviour of the left-wing political

p a r t i e s . B u t i t c e r t a i n l y c a n n o t b e a s s u m e d t h a t e l e c t o r a l d e f e a t
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idea that it was sill the fault of the trade unions, whose

associat ion wi th the Labour Par ty is seen as. a ser ious e lectora l

hand icap.

I f the inequal i ty of weal th is dest ined to be somewhat muted

fis a "po l i t i ca l prob lem", a t least in those count r ies where the meiss

working class party is not a Communist party, there seems to be

even less to be said about the remaining macro-economic topic of

economic growth. Although there is apparently a world-wide tendency

towards a slowdown in the rate of growth of market economies, the

corporate system (provided we are willing to include the very

different corporations of Japan under the heading) cannot be said

to have failed to deliver the goods, compared with any alternative.

Whether economic growth is worth having is, of course, another

ques t ion and takes us to the th i rd "p rob lem" , tha t o f ex te rna l cos ts

i n t h e c o n v e n t i o n a l s e n s e .

3 * T h e b o o m i n c o n c e r n a b o u t t h e e n v i r o n m e n t i s t o o w e l l k n o w n

a phenomenon to require much discussion here. There is no need

for the present purpose to ask whether external costs per unit of

derived utility have increased in the last century or more, or

whether it is simply that^as the goods themselves yield diminishing

marginal ut i l i ty, we inevitably give a relat ively greater weight to

the disamenities associated with them, or whether (as some have

suggested in Britain) whereas external costs used to be concentrated

mainly in working clsuss areas, they are now increasingly difficult

to avo id even in favoured areas . Heavy lo r r ies , and the no ise o f

aircraft infest the villages and small towns in which many members of
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the articulate middle class choose to live - and anyone can be

poisoned by tuna fishl There is an analogy vdth the development
of public health measures in the nineteenth century : once it was

recognized that anybody could be hit by a cholera epidemic, public
health was taken seriously in the industrial towns with dramatic

e f f e c t .

The point about the external cocts of the operations of

corporations is that they constitute a "political problem", since

they represent the power to harm others and it is precisely such
diffuse harms that only states are equipped to deal with.^^

23- See W.J, Bauraol, Welfare Economics and the Theory of the

External benefits are less a "political problem" in that the power
to provide benefits is presumably less disturbing, but they are still

politically relevant in that the demand may be made for the state

either to require external benefits to be provided or to use its

financial resources to encourage the provision of external benefits.

Again, because the benefit will normally be diffuse, this is something
which, unless done by the state, is unlikely to be done at all.̂ ^

24. See my Political Argument, (London; Routledge and Kegan Paul, I963),
Chapters jX I I 1 ^

Since the subject is fully discussed elsewhere, there is no call to say

anything about it here beyond establishing its political significance.



k* The fourth "political problem" is constituted by the power

of business corporations to influence the operations of states or

to annex the powers of the state for their own purposes. No doubt

the extent of this differs in different countries and within a given

country at different times according to, among other things, the

p o l i t i c a l c o m p l e x i o n o f t h e g o v e r n m e n t . I n a d d i t i o n t o t h i s a r e

formidable conceptual difficiilties about the measurement of power

as well as obvious practical difficult ies in gett ing hold of relevant

data. Altogether then it is extremely hard to make usefiil

genera l i za t ions in a b r ie f space , wh i le a ser ious d iscuss ion wou ld

need a long book and several years of research. (Such a book,

say a comparat ive study of business-government re lat ions in Western

Europe, would be very valuable. So far only a fragmentary

literature seems to exist.) However, certain facts are clear

25. A recent self-styled "sophisticated" Reader on V/estem

European politics (M. Dogan and ,R. Rose, eds., European Politics :
A Reader. (London: Macmillan, 1971)1 illustrates the position.

In its 577 pages of text, no article deals exclusively with business-

government relations and only a couple have much bearing on the

s u b j e c t .

e n o u g h w h a t e v e r t h e i r i m p l i c a t i o n s . T h u s , i n a l l t h e c o u n t r i e s w e

are thinking of (Western Europe, North America, Australasia, Japan)

there is at least one political party heavily dependent for its

I finances on corporate funds, and in most countries one of these
i - '

I p a r t i e s i s i n o f fi c e a g o o d d e a l o f t h e t i m e , e i t h e r a l o n e o r i n
' 2 6

coalition with others. Then, whether or not a "business" party
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26. U.S. part ies are of course pecul iar ly decentra l ized financia l ly .

bu t mos t i nd i v idua l cand ida tes fo r na t iona l pos ts a re apparen t l y

dependent on corpora te funds. There are wel l -deve loped ways o f

a v o i d i n g t h e A m e r i c a n r e s t r i c t i v e l e g i s l a t i o n - s e e A . H e a r d ,

The Costs of Democracy, (Chapel Hill, N.C.; University of North

Carolina Press, I960), pages 130-5. Summarizing his discussion.

Heard wr i tes that " the anai lys is o f sources of campaign funds. . .

reyealCs)...that aggregates of social power are related to polit ical.

p o w e r t h r o u g h t h e p r o c e s s e s o f p o l i t i c a l fi n a n c e . E s p e c i a l l y i s

th i s apparen t among the o fficers and d i rec to rs o f the na t ion ' s

largest corporations, a collection of persons who control a greater

concentration of economic power than any other" (page 1^1).

i s i n p o w e r, r e p r e s e n t a t i v e s o f c o r p o r a t i o n s a r e i n v a r i a b l y c l o s e l y

associated with government. Although the categories run into one

another we can distinguish: (i).membership of advisory committees,

( i i ) discussions with civi l servants, ministers and legislators about

i m p e n d i n g l e g i s l a t i o n a n d t h e w o r k i n g o f e x i s t i n g l e g i s l a t i o n ,

(iii) actual co-operation in the production of goods or the provision

of services wholly or partly financed by the state and (iv) exercising

state power devolved upon some group of interested part ies.

C o m m e n t a t o r s o n t h e s e r e l a t i o n s h i p s h a v e f o c u s e d o n d i f f e r e n t a s p e c t s .

O f r e c e n t w r i t e r s , f o r e x a m p l e . B e e r h a s p o i n t e d o u t t h e e a s e w i t h

2 7w h i c h c o n s u l t a t i o n p a s s e s i n t o a f o r m o f p r e s s u r e o n g o v e r n m e n t ,

27. S.H. Beer, Modern British Polities, (London: Faber and Faber, 1965)*

pages 52^5.
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var ious v r r i te rs have no ted the d ispropor t iona te p lace o f corpora te

28i n t e r e s t s i n t h e i n t e r e s t - g r o u p fi r m a m e n t , L o v d . h a s c r i t i c i s e d

28. For example, Schattschneider, The Semi-Sovereign People,

(New York; Holt, Rinehart and Winston, I96O), Chapter 2. ̂
Mancur Olson in The Logic of Collective Action. tI'Md ! ̂  I llSj
e^qp la ins why th is is to be expected in theore t ica l te rms; see a lso

my Political Argument, pages 527-8, on the same point. '

(and Galbraith aunbivalently celebrated) the way in which it is

some t imes d i f ficu l t t o t e l l whe the r some en te rp r i se i s be ing ca r r i ed

2 9o u t u n d e r ' s t a t e * o r ' p r i v a t e ' a u s p i c e s , w h i l e K a r i e l a n d M c C o n n e l l

2 9 . T. J . L o w i , T h e E n d o f L i b e r a l i s m ; I d e o l o g y, P o l i c y a n d t h e

Crisis of Public Authority, (New York; W.W. Norton & Co., I969),

J . K . G a l b r a i t h , c v o . c T t .

have concentrated more on the dangers ar is ing to both indiv idual

freedom and the pursuit of the public interest from the delegation

o f coe rc i ve l ega l powers t o i n te res ted pa r t i esObv ious l y t h i s

50 . H . Ka r i e l , The Dec l i ne o f Amer i can P lu ra l i sm , (S t s i n fo rd ;

Stanford University Press, I96I); G. McConnell, Private Power and

American Democracy (Yci'k J A\ijCi\ A» K V, H«)

lis t does no more than ind ica te a "po l i t i ca l p rob lem" as I have

d e fi n e d i t e x i s t s . I t d o e s n o t p r e t e n d t o b e e v e n t h e b e g i n n i n g
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o f a d i s c u s s i o n o f i t . I t v d l l h a v e b e e n n o t e d t h a t m o s t o f t h e

l i terature ci ted is American. I have the impression that this

r e fl e c t s t h e f a c t t h a t m o s t p o l i t i c a l s c i e n t i s t s a r e A m e r i c a n

rather than any peculiarity in business-government links in the

U . S . A .

A closely-related form of corporate power is that simply

de r i v ing f rom the fac t t ha t , i n a l l t he coun t r i es w i th wh ich we
s -

are concerned, governmental goals are overwhelmingly economic in

j n a t u r e , w h i c h m e a n s t h a t t h e i r a c h i e v e m e n t i s d e p e n d e n t o n t h e
\

c o - o p e r a t i o n o f t h o s e w h o c o n t r o l c o r p o r a t i o n s . I f " b u s i n e s s

confidence" is believed to require such-and-such a government policy
i n

putting unemployment benefits in the 'thirties, imposing health
service chsu:»ges in the 'sixties) then, even if there is no rational

connection between these policies and the ills of the economy, they

a r e v e r y l i k e l y t o b e c s o - r i e d o u t . M o r e o v e r, s i n c e " b u s i n e s s

confidence" is often apparently regarded as being'closely related to

the pe rsona l p r i v i l eges o f bus inessmen , th i s se ts seve re l im i t s t o
i , , ' ■ ■ ■ ' V > , : "■ - " ■ ■
i w h a t g o v e r n m e n t s c a n d o , e v e n i f t h e y h a v e t h e w i l l , t o t a c k l e s o m e

I of the "political problems" of the second group.

51- See Beer, op. cit., page 331» "Producer groups do have sanctions -

the denial (in various degrees) of advice, acquiescence and approval -

w h i c h c a n c a u s e , t o p u t i t m i l d l y, P a d m i n i s t r a t i v e d i f fi c u l t i e s ' * a n d

which, by anticipation, endow the group with bargaining power in its

relations with government. The source of this power is not the fact

that the group or its members has a role - for instsmce, as voters

or contributors to party funds - in the system of parlisimentary

represen ta t ion , bu t de idves f rom the pe r fo rmance o f a p roduc t i ve func t ion . . .

From their position in the "mixed economy" resulting from this inter-

penetrat ion of pol i ty and economy, producer groups der ive thei r new powers" .



- 2 7 -

Final ly, we may note the element of corporate power inherent

in the abi l i ty to make an impact on the mass electorate and thus,

i n d i r e c t l y , i n fl u e n c e t h e p o l i t i c a l p r o c e s s . A d v e r t i s i n g a i m e d a t

get t ing people to buy a firm's products we have a l ready inc luded

under marke t power, bu t there i s a lso adver t i s ing by ind iv idus i l fi rms

des igned to br ing about favourab le a t t i tudes to the corpora te sys tem

as a whole (sometimes amusingly called "public service" advertising)

3 2 . S e e H e a r d , o p . c i t . , p a g e I 3 2 f o r t h e U . S . A . ; R . R o s e ,

Influencing Voters, (London: Faber and Faber, 1967)1 especially

C h a p t e r s V I a n d V I I I , f o r B r i t a i n ,

and advertising (as well as other forms of publicity) carried out

b y o r g a n i s a t i o n s w h i c h e x i s t o n c o r p o r a t e s u b s c r i p t i o n s , s u c h a s ,

i n B r i t a i n , A i m s o f I n d u s t r y . T h e a c t u a l d i s p o s i t i o n o f a d v e r t i s i n g

33* See R icha rd Rose , op . c i t . , page 97 i "Subsc r i p t i ons come f rom

indiv idual companies and t rade associat ions in a wide range of

i n d u s t r i e s . "

c a n a l s o b e u s e d f o r p o l i t i c a l e n d s ' - i n B r i t a i n , f o r e x a m p l e , t h e

Horning Star (run by the Communist Party) does not receive corporate

adve r t i s i ng - and i f t h rea t s t o r emove adve r t i s i ng f r om newspape rs

or sponsorsh ip f rom te lev is ion shows are not o f ten found, th is s imply

means that a poss ib le po l i t i ca l resource is not be ing used, perhaps

b e c a u s e t h o s e r u n n i n g t h e m a r e t o o p r u d e n t t o i n v i t e s u c h s a n c t i o n s
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It should also be borne in raind that a corporation (or a very large

individual fortune) is required to own a mass-circulation newspaper

or a television network, and it is hardly to be expected that those

in a position to control such resources will be keen on seeing

serious attacks launched on the status quo. (As we have seen,

social democratic parties do not now represent any serious threat.

It is therefore perfectly consistent for a newspaper with a pre-

dominaintly social democratic readership to "support" that party,

whi le, of course, chiding i t for any flickerings of "doctr inaire

^ s o c i a l i s m " t h a t m a y o c c a s i o n a l l y a p p e s i r . ) ; , . >

All I have done here is simply draw attention to various

aspects o f the power o f corpora t ions v is -a-v is governments e i ther

d i r e c t l y o r i n d i r e c t l y v i a t h e i r p a r t i s a n b a s e o r p o p u l a r s u p p o r t .

To wha t ex ten t th i s power cons t i t u tes a "po l i t i ca l p rob lem" as

a g a i n s t a p o t e n t i a l p o l i t i c a l p r o b l e m i s v e r y h a r d t o g e n e r a l i z e

about. Probably the most apt summary statement would be that most

people seem to accept i t as legit imate in general but can be aroused

b y p a r t i c u l a r c r u d e i n s t s i n c e s o f i t i n p r a c t i c e .

How far the r igh ts o f p r iva te ownersh ip are f rom overa l l

cha l lenge , though , i s n i ce ly i l l us t ra ted by the fi j i ro re wh ich was ,

c r e a t e d d i x r i n g t h e e l e c t r i c i t y w o r k e r s * s t r i k e i n B r i t a i n i n l a t e 1 9 7 0

when the p r in te rs re fused to p r in t a par t i cu la r l y unp leasant and ' un jus t

c a r t o o n ( c a l c u l a t e d t o i n c i t e f u r t h e r t h e h a t r e d o f t h e s t r i k e r s

a l ready be ing a roused by the sensa t iona l ed i to r i a l ma t te r o f a l l t he

main newspapers) unless a protest by them was printed alongside it.

This "censorship** was hot ly denounced by al l the other papers, inc luding

the * * l i be ra l * * o r ' * l e f t " ones ; ye t ac tua l i ns t ruc t i ons by newspaper
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ovmers to take a cer ta in ed i to r ia l l ine or defame cer ta in peop le

who have incurred the proprietor's dislike (e.g. the famous

Beaverbrook vendettas) are regarded as perfectly normal. Surely

t h e r e i s s o m e t h i n g a l i t t l e o d d i n t h i s : i f a n y o n e e x c e p t t h e

ed i t o r i a l s ta f f a re go ing to i n te r fe re i n t he con ten t o f a newspape r

why have the men who physically produce the paper any less right to

do so than those who own the plant on which it is produced? However,

as far as I am aware, this comparison was never drawn in press

c o m m e n t s o n t h e i n c i d e n t .

5 * F i n a l l y , I s h o u l d l i k e t o d e a l w i t h t h e q u e s t i o n o f a u t h o r i t y

i-elationships within the corporation. "3r>ca3»«--il>-at^^s««€\leriigt^^

t h a t t h e i s s u e s a r e

in many ways c losely para l le l to those which have a lways been among the ,

central concerns of political theorists, an̂ 'I find it interesting to
bring these not ions to bear on the quest ion.

The po in t i s a ve r y s imp le one . I n any o rgan i za t i on , by

d e fi n i t i o n , t h e r e i s " i m p e r a t i v e c o - o r d i n a t i o n " , i n o t h e r w o r d s s o m e

people give orders to other people or lay down rules for other people

to f o l l ow. Wha t can make th i s l eg i t ima te? The echo o f Rousseau i s

in ten t iona l , fo r Rousseau se t the p rob lem o f au thor i t y up in i t s most

severe form by demanding that the solut ion must l ie in finding a form

o f a s s o c i a t i o n i n w h i c h e a c h s h o u l d b e a s f r e e a s h e w a s b e f o r e .

34R o b e r t P a u l W o l f f , i n h i s r e c e n t b o o k I n D e f e n s e o f A n a r c h i s m ,

* Kocsj ̂  I ̂~~7 C) ̂
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has restated the condition as follows• A high value is to be

attached to autonomy, that is to say carrying out our own will

rather than the will of others (heteronoray). We may, consistently

with autonomy, do something that we are asked to do, but only if we

independently think it a good idea. (In practice, therefore, this

concession does not amount to anything.) Not altogether surprisingly,

Wolff finds it difficult to find a basis for authority which is

compatible with the preservation of autonomy. The stsindard technique

has, of course, been to invoke some sort of supposed contract.

It is then argued that by agreeing to a procedure for taking

collectively binding decisions, one is also agreeing to whatever

decisions come out of it. Wolff rejects this formula by saying that

it provides for an agreement to give up one*s autonomy (just as an

agreement to become somebody's slave would be). In the end, the

only source of authority for a rule binding on a group that he finds

consistent with autonomy is unanimous agreement to that rule among

the members of the group. Even this, however, seems to me fairly
<SLdubious on Wolff's own premises : is it much leŝ denial of autonomy

that a man should be required to do something he now thinks wrong

because he once consented to it (perhaps decades ago) than that he

should be held to something because he consented to the procedxire

u n d e r w h i c h i t w a s a r r i v e d a t ?

The po in t tha t , I hope , emerges f rom th i s i s tha t reconc i l i ng

autonomy and authority would be a feat of the same order as squaring

the circle. This can be appreciated by reflecting Simon's remark

(in Administrative Behavior) that in an authority relationship the

subordinate " holds in abeyance his own critical faculties for choosing
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be tween a l te rna t i ves and uses the fo rma l c r i te r ion o f the rece ip t o f

a command or a s ignal as h is bas is for choice* ' . The quest ion is ,

then, on what basis people are wi l l ing to acknowledge th is

r e l a t i o n s h i p ?

If we simply ask what motives someone (B) could possibly have

for obeying the orders of another (A), a three-fold division presents

itself pretty natxirally : (i) A can make B suffer if he doesn't obey,

(ii) A can make B better off if he does obey or (iii) B believes that
3 5A has a r igh t to g ive h im orders .Unfor tunate ly fo r soc ia l theor is ts ,

35. . Compare Btzioni's distinction between coercive, calculative

and normative bases of power (̂ n Complex Organisations) and Parsons'
dis t inc t ion between power, influence and the ac t iva t ion o f commi tments

as ways of get t ing people to do th ings.

we find that even quite extreme cases are rarely entirely pure ones.

Such is the force on the mind of what exists that even a system of

slavery appears to gain some legitimacy to buttress the physical

sanctions on which it largely rests; conversely, even in a relationship

which is based on legitimacy, the subordinate's acceptance of the

position is rarely unconditional but depends in the long run upon

the main tenance o f a sa t is fac tory flow of rewards

36. Thus academics often say that they are not doing so-and-so for

the money but they wouldn ' t do i t un less they were be ing pa id . The

distinction is, I think, a psychologically real one but some people

m i g h t t h i n k i t a f a i r l y fi n e o n e .
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Needless to say, the relationship between might and right has

alv/ays been a disputed topic in political theory. It would, I suppose,
be broadly accepted that legitimate rule is cheaper and in some ways

more aesthetically pleasing. What is at issue is (i) the empirical

question how far might creates a feeling of right after a time,

(ii) the moral or jurisprudential question how far de facto might

a c t u a l l y c o n s t i t u t e s r i g h t i n c e r t a i n s i t u a t i o n s a n d ( i i i ) t h e v e r b a l

question (connected of course with the others) whether or not "legitimate

a u t h o r i t y " i s t o b e a p l e o n a s m . I d o n o t t h i n k t h e fi r s t t w o o f t h e s e

have ever really been satisfactorily treated and l suspect that this is

because their formulation still wraps up a lot of different questions.

T h e t h i r d d e m a n d s a d e c i s i o n a n d i t w i l l b e s e e n t h a t I h a v e c h o s e n

to treat an authority relationship as any in which one person can

regularly get somebody else to obey his orders, legitimacy being one

of the three bases (the others being punishment and reward) on which

t h e r e l a t i o n s h i p m i g h t r e s t . . j ^ ,
O K ^It is less important̂which'side one comes down on̂than that one

s h o u l d n o t s l i p i n t o a p o s i t i o n w h e r e i t b e c o m e s a s o r t o f d e fi n i t i o n a l

t ru th tha t endur ing au thor i ty re la t ionsh ips in the broad sense must be

author i ty re lat ionships in the narrow sense ( i .e. legi t imate) . This

i s pa r t i cu leu^ l y s i gn i fican t because the t r u th o f t he p ropos i t i on has

been a postulate of much post-Durkheimian sociology, whereas in fact

the propos i t ion seems to me by no means un iversa l ly cor rect . Thus,

i f we ask wha t l eg i t im i zes t he au tho r i t y r e l a t i onsh ips w i t h i n ^he

contemporary corporat ion, we should not presuppose that we wi l l find

a sa t i s f ac to r y answe r.
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Oddly enough, if we take into account the central importance

of this (Question, the amount of social—scientific work directly aimed

at giving an answer does not seem to be very great.The tit le of

37• I should not like to be pressed too hard on the meaning of

the qualification "social-scientific", but I intend by this to

exclude general ethical condemnations of private property.

Bendix's Work and Authority in Industrv^<. (New York: Harper Torchbooks,

1963))is encouraging, but its subtitle "Ideologies of management in
the course of industrialization" describes accurately its limitations.

Although Bendix asserts at various points in the book that an under

standing of the ideologies of management provides a key to the

understanding of the development of industrialism, he nowhere explains
in detail how this is so, and I am inclined to think we lesirn more

about a subject by looking at it directly than by looking at it via
T l Othe distorting mirror of ideology.^ The self-serving ideology of

38. The same attack can be levelled against Bendix*s acknowledged
master. Max Weber. I have never been persuaded, for example, that

the best way to differentiate regimes is by the kind of "legitimate

rule'* they embody rather than by structural features.

a dominant group is causally significant, as Pareto above all

emphasised, in that a dominant group which loses its sense of mission

is unlikely to defend itself vigorously against attack. But a
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successful ideology in this sense need not be one that is causally
3 9s ign ificant in re la t ion to o ther groups. Bendix confesses a

39• Many dominant-group ideologies in fact intensify the solidarity

of the dominant group in terms which cannot possibly be accepted by

members of the subordinate group without severe psychological damage.

JRacist ideologies are an obvious example.

certain agnosticism about the reception of management ideologies

aunong workers but argues that managers would not spend so much money

and effort in propagating their message unless it seemed to make some

impact. This, however, ignores the possibil ity (mentioned above)

that the main funct ion of the manager ia l ideology is to cheer up

manage rs . Ce r ta i n l y t he behav iou ra l ev i dence sugges ts a l im i t ed

impact. According to Bendix, for example, the prevailing managerial

i deo logy in the U .S .A . du r ing the fi rs t coup le o f decades o f th i s

c e n t u r y i n c l u d e d a s t r o n g a n t i - u n i o n e l e m e n t : u n i o n s , i t w a s

c o n s t a n t l y r e i t e r a t e d , w e r e n o t o n l y s i n f u l b u t i n e f f e c t u a l . Ye t

in the same period, as Bendix himself notes, there was a rapid growth

o f u n i o n i z a t i o n .

I n t h e n a t u r e o f t h e c a s e i f i s m o r e d i f fi c u l t t o t e l l w h a t

workers th ink than what managers think, s ince workers do not usual ly

pay peop le to bombard the i r emp loyers w i th improv ing t rac ts . S ince ,

however, we can hard ly suppose that workers wi l l th ink up addi t ional

just ificat ions for a system which puts them at the bot tom, we can take

the msinagement ideologies as a start ing point.
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Nowadays there seem to be two used in V/estern capitalist

s o c i e t i e s : fi r s t , t h a t t h e m a n a g e r s , a c t i n g o n b e h a l f o f t h e o w n e r s ,

are buying, in the contract of employment, the obedience of employees;

and, second, tha t the managers , by the i r super io r exper t ise , a re ab le

t o o r g a n i z e t h i n g s s o t h a t e v e r y o n e i s b e t t e r o f f t h a n h e o t h e r w i s e

w o u l d b e . T h e fi r s t i s a m i n i m a l r e i n t e r p r e t a t i o n , t o fi t c o n t e m p o r a r y

cond i t i ons , o f t he I ' c l ass i ca l " p i c t u re . ( I t s p l aus ib i l i t y i s , o f
V *

• • f - .

course, severely dented by the inactivity of shareholders.) The

second p lays down the labour-capi ta l re la t ion and at tempts to present

t h e r e l a t i o n a s o n e o f a p p l i e d e x p e r t i s e - a p p l i e d " s o u l f u l l y " f o r t h e

b e n e fi t o f a l l p a r t i e s .

How far are these legi t imat ing ideas accepted by workers?

Alan Fox, whose recent book A Socio logy of Work in Indust ry is a

^ 0 • C o l l i e r - M a c m i l l a n , 1 9 7 1 •

41v a l u a b l e s o u r c e , s u g g e s t s t h a t " I n s o f a r a s a u t h o r i t y r e l a t i o n s d o

4l. Note that Fox uses "authority" in what I have called the narrow

s e n s e , i . e . s u c h t h a t a l l a u t h o r i t y i s l e g i t i m a t e b y d e fi n i t i o n .

p reva i l i n t he i ndus t r i a l o rgan i za t i ons o f t he Wes t , t hey a re p robab l y

most widely character ized, so far as subordinates are concerned, by a

low-key acquiescence" (p.45)• In addit ion. Fox later wri tes: "Even

t h e m o s t c a s u a l o b s e r v a t i o n o f f e r s e v i d e n c e t h a t s h a r e d v a l u e s d o i n

fact provide msinagement with a considerable measure of active legitimation.

This is demonstrated in such utterances by employees as: (i) *It's

his firm so I suppose he has some r ight to tel l us what to do*;
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' ( i i ) ' S o m e o n e ' s g o t t o o r g a n i z e t h i n g s a n d g i v e o r d e r s ' ; ( i i i ) ' H e ' s

so obviously an expert at the job that you feel you have to l is ten and

take notice'; or (iv) 'They treat us reasonably well on the whole so

we gene ra l l y t r y t o co -ope ra te 'He re , ( i ) i s c l ea r l y t he " c l ass i ca l "

legitimation, while (ii) and (ii i) are both (or depend on) the "managerial"

I one. (iv) could be regarded as a version of either, so worn down as
9

I to be barely distinctive. Alternatively, it might be thought of as a
f separate one, resting on a simple quid pro quo idea. But it is worth
I .
j n o t i c i n g t h a t i t i s t h e n e s s e n t i a l l y a n e c o n o m i c m o t i v e f o r c o m p l i a n c e

^ - -.. with a light varnish of legitimacy on top. As ITox himself observes,
i t i s a v e r y u n s t a b l e f o u n d a t i o n o f l e g i t i m a c y s i n c e t h e r e i s n o b u i l t - i n

ce i l ing to the expectat ions which the workers may form about the " fa i r " .
I f2

r e l a t i o n s h i p b e t w e e n w o r k a n d r e w a r d .

k2. Compare here the work of Goldthorpe and his colleagues, especially

The Affluent Worker, (London; Cambridge University Press, I968), Vol. I.

As Gold thorpe h imse l f has po in ted out , to the ex tent tha t veh ic le

assembly - l ine workers in Lu ton and the i r employers tac i t l y agree tha t

t h e w o r k i s i n h e r e n t l y s o u l - d e s t r o y i n g a n d t h a t t h e i r r e l a t i o n s h i p i s

s imply an exchange.of unpleasant labour for h igh pay, they might .be

s a i d t o b e i n n o r m a t i v e c o n g r u e n c e , b u t t h i s s o r t o f c o n g r u e n c e m e a n s

only that both sides £u:e playing the same game in the sense that they

I both count the scores on the same baisis. It is quite consistent with
b i t t e r c o n fl i c t o v e r t h e o u t c o m e s . S e e J . G o l d t h o r p e , ' A t t i t u d e s a n d

Behaviour of Car Assembly Workers"^ Br i t ish Journal of Socio logy,

Vol. XVII, No. 3 (1966). It is interesting to note an analogy with

u n i v e r s i t i e s : t h e a u t h o r i t y o f a c a d e m i c s , c o l l e c t i v e l y a n d i n d i v i d u a l l y ,
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may be legitimated by students (i) in tenns of the university's

charter aind statutes, (ii) in terms of the academics* greater

knowledge and experience making them the senior partners in an "academic

community" and (iii) in simple "quid pro quo" terms which allow that

one should have to put in some minimum of work on subjects chosen by

t h e a c a d e m i c s t o g e t a d e g r e e . A s i n i n d u s t r y, t h e t h i r d , t r u n c a t e d ,

form of legitimacy is highly fragile because thê exchange rate can
always be chal lenged.

Outside this area of tenuous normative agreement and i ts

penumbra of " low-key acquiescence" is, as Fox says, an area of normative

conflict, where the legit imacy of management demsinds is not accepted.

I n f a c t , t h o u g h , a l l t h r e e a r e a s a r e , i n r e l a t i o n t o t h e s p e c t r u m o f

p o s s i b i l i t i e s , j u s t s l i g h t l y d i f f e r e n t s h a d e s o f g r e y f a l l i n g s h o r t ,

fo r most Western workers , o f e i ther fe rv id acceptance or revo lu t ionary

rejection of msinageraent goals.

I t i s , o f c o u r s e , d i f fi c u l t t o r e a d o f f t h e l e v e l o f l e g i t i m a c y

of any sys tem of author i ty f rom the behav iour o f those sub jec t to i t

because the s t rength of the a l ternat ive mot ives for obedience can vary

independently. Workers may have accepted the conditions depicted by

the Hammonds dur ing the ear ly s tages o f Br i t i sh indust r ia l i za t ion because

the a l te rnat ives were worse. I t i s hard to imag ine any sane human be ing

accep t ing them fo r any o the r reason . " In one sp inn ing fac to ry the doo rs

were locked dur ing work ing hours ; i t was p roh ib i ted to d r ink wa te r

despi te the prevai l ing heat; and fines were imposed on such misdemeanors

as leav ing a w indow open, be ing d i r ty, wash ing onese l f , wh is t l ing ,

put t ing the l ight out too soon or not soon enough, being found in the
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; 1 ■
3

1 h x
1 w r o n g p l a c e , a n d s o o n . "

hjf* R, Bendix, op. cit., p. 39, f.n. ^9.

! C o n v e r s e l y , w h e n t h e r e i s a b u o y a n t e m p l o y m e n t m a r k e t a n d a

I system of unemployment relief, national assistance and sickness benefits,
; a lower leve l o f ac t i ve re jec t ion o f the work s i tua t ion may be assoc ia ted

with an increased propensity to strike, work to rule or take time off

(whether under cover of sickness or not). It is tempting to argue that
much of Britain's increased post-war standfard of living has in fact

taken the form of increased bloody-mindedness among workers.This,

• »

Mt. It is, of course, easy to move from Britain's chronic economic

problems to the assumption that its industrial relations are particularly

bad. In fact , days lost in industr ia l d isputes are, by internat ional

standards, not very remarkable. Nevertheless, the strength of the

"us/thera" spirit does seem to strike visitors forcibly. Perkin, op. cit.,

suggests that this is simply a function of the greater time it has had

to deve lop in B r i t a in than e l sewhere , s ince Br i t a in l ed the wor ld i n

i n d u s t r i a l i z i n g .

of course, inf\iriates both the traditional middle class and the growth-

oriented polit icians, economists and managers. Absenteeism, unofficial

stoppages and the rest are thus denounced by leaders of both main parties,

the editorials and correspondence columns of newspapers and by everybody

else who matkes it his business to issue solemn warnings on the "state of
4 5

t h e n a t i o n " . ^
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^5* Just after vfriting this, I came across an article by Lord Robens

(ex-Chairman of the National Coal Bcemd) in the Sunday Times which

epitomises this literature. According to Robens, "we are reduced

to an educa t iona l so lu t ion , one wh ich w i l l bu i ld up a des i re to work . . .

whether it be through improving working conditions, on-the-job consultation,

or merely through showing to the workman that the results of his work are

of value..." (Sunday Times, 1? January 1971* page 12, "A Plan for

Recovery" by Lord Robens.)

Curiously, the industrial workers, though deserted by their

self-appointed political leaders and preached at continuously by the

mass media of communication, do not seem to be mending their ways.

The in teres t ing quest ion is , I take i t , what changes might p roduce

more co-operation and whether they are changes that those with power

t o m a k e t h e m w o u l d b e p r e p a r e d o n b a l a n c e t o i n t r o d u c e .
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I I I - S O U J T I O N S

**After such knoiTledge, what forgiveness?" Less flippantly,

our object.in this final section is to examine the various "solutions"

that have been offered to the "problems" we have just listed and to

offer a few comments on them, f rom the ^rspect ive of po l i t ica l sc ience.

It goes without saying that the resources of our ramsl^ckle discipline,

not to mention my cjwn personal ones, are inadequate to do justice to

the task; and in any case, the space left to me is insufficient for

anything more than opening up a few lines of thought. All the same,

there are a fairly limited number of arguments justifying the exercise

of poiver, and a fairly limited number of types of institution for

channelling that exercise. As David Hume remarked, "new discoveries

are not to be expected in these matters". This being so, there should

bo some interest to be derived from asking hcwr those well-worn ideas

and devices can be adapted to the problems raised. Rot only are the

e l e n e n t s fi n i t e b u t t h e n u i i b e r o f c o m b i n a t i o n s c a n b e r e d u c e d b e l a v

the nuihber of logically possible ones. Although vm are not very strong

on empirical generalizations in our discipline, v/e do have an idea that,

on the basis of experience plus what can only be called applied common

sense , some desc r i bab le s ta tes o f a f f a i r s a re no t ve ry l i ke l y.

Genera l i za t ions o f th i s ve ry modes t nega t i ve k ind a re , I th ink , capab le

of suggesting that the available linos of change are pretty limited
4 6

a n s c o p e .

4 6 . I s h o u l d p e r h a p s r a k e i t c l e a r t h a t I a m n o t p e d d l i n g a n y c y c l i c a l

or dialect ical theory of history. There are in fact notoriously many

things which have shcwm a long-standing exponential development, and to
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that extent history must he uni-directional. All I •vrould argue for

is the proposition tlffl-t basic social and political changes are much

more sIcrv and boring than most prophets have anticipated for at any

rate the last century. A good example, because he was a quite level

headed man, is George Orwell. On reading his collected essays and

journalism (recently published by Penguins), one notices that he nade,

especially betvTeen about 1940 and the publication of 1984, a largo

nunher of predictions about developments in Britain. These often

contradicted one another and were usually examples of the vice which

Orwell attributed' (correctly) to James Burnlian, namely the assumption that

the future would be an extrapolation of current trends. The point

I want to make, hcwrever, is tliat as far as I can see, Orwell*s predictions

were without exception "ivrong in expecting the future to be more different

from the then present than it has turned out to bo. The one prediction

h e n e v e r r r a d e v ^ a s t h a t t h e B r i t a i n o f t h e s e v e n t i e s w o u l d b e i n a l l

in^ortant respects socially and politically the sair© as the Britain of

the thirties, with the two-party systeia unchanged, the same Oxbridge-

trained civil service, the public schools sti l l going strong and the

distr ibution of v/ealth untouched a^^fc0r a fur*tt iBr four Labour governments.

I s h a l l d i v i d e t h e s o l u t i o n s i n t o f o u r k i n d s , w h i c h I s h a l l o a l l

"classical capitalisrf*, "democracy'*, "statisni* and "managerialisnf .

(I do not include "sooialisnf* because, depending on the nature of the

view held, i t can be seen as a variety or conoomitant of any except the

first.) Although it soimds pretentious to say so in our era of the

supposed "end of ideology", each rests on a distinctive, if rudimentary,

conception of hujian nature and social evolution and of the good life
r

for man; and each, as with any ideology capable of moving men, singles
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out some social group as the standard bearers of (earthly) salvation.

A, Classical Capital ism. "Christ iani ty hasn' t fai led; i t just

hasn't been tried," Similarly, it can be argued that the only thing

wrong with the classical model of a competitive econony is that reality
•• does not approximate it closely enough. Although this idea is treated

by the academic establishment rather in the way that "underconsumption"

theories of unen^loyment were before Keynes, it does provide ans^'/ors,

of varying plausibility, to the "problems" raised in the previous

> section. Thus, marhet power would be eliminated by perfect coE^tition,

the saEB force plus revivified shareholders' meetings would prevent the

corporation from engaging in "soulful" activities and Iceep it to what

Dr, Johnson regarded as the relatively innocent activity of iiaking

money, to be distributed in full to the shareholders.̂  Advertising
on its present massive scale is largely, itis often argued, a substitute

for the price-competition vfhich, among oligopolists, can easily become

ruinous: abolish oligopoly and you restore price-oompetition.

To deal with macro-economic effects one again resorts to mar lost

forces : with a Friedmanite view of economics, all that is needed is

a firm control over the money supply and inflation (once business fi©n

have burned their fingers a few times by conceding excessive wage claims)

can be kept in check. In some versions' - e,g, Hayek's in The

Constitution of Liberty - it is also necessary to smash the povrer of

: t r a d e u n i o n s t o " d i s t o r t " m a r k e t f o r c e s ; i n o t h e r v e r s i o n s ( s u c h a s

^ \ that espoused by Snoch Powell) trade unions are a gigantic confidence
trick and can not raise the total wages bill though they can redistribute

^ little tamrds vfe 11-organized workers at the. expense of ill-

ivc/'Ji organized (often ill-paid) workers, / Unemployment is not something the
inJl tvtt-irwaeVŝ te can do much about in detail, but mass unen̂ loyment like the

c z c n
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Rubner, op. cit., proposes a law to provide pthat directors are responsible

for the total distribution of all "not corporate profits" to the shareholders*

(page 158) and also suggest that *a corporation should not be permitted to
make donations to non-profit organizations or to charitable causes unless

these can be shown to benefit directly its profit-making pursuits* (page 159).
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in te rvvar s lump ^ms due to fau l ty monetary po l i cy, i .e . a fa i lu re to

keep thê supply expanding steadily. The distribution of income cannot
be left completely to market forces but whatever redistribution is

required should be dore with the minimum of interference in the market.

Hence the enthusiasm for "negative income tax" notions shcRvn by the

Chicago school and their Br i t ish fe l low-travel lers, the Inst i tute of
4 7E c o n o m i c A f f a i r s . A t t h e o t h e r e n d o f t h e r a n g e , t h e r e i s n o t h i n g

4 7 . I t i s i n t e r e s t i n g t o n o t i c e t h a t b o t h t h e N a ^ o n a n d H e a t h

admin is t ra t ions , "VTi th ra ther s im i la r soc ia l ph i losoph ies , a re mov ing

caut iously in the d i rect ion of supplement ing earned income on a

graduated sca le .

inherent in the "capitalist" creed which runs against income tax

(especial ly i f i t is mainly proportionate), death duties (provided
4 8

they are not "confiscatory') or even a modest vrea 1th tax,

48. According to a close student of Consenrative Party affairs, the

Conservat ive leadership ' .ms toying wi th the idea of a weal th tax at a

time when (as already noted) the Labour leaders dismissed it out of hand.

"In the early stages of the Labo\ar Government, the Economic Policy Group

(one of the advisory groups of H.P.<s and outside experts appointed by
Mr. Heath) and the Shadcw Cabinet v/ere seriously considering (but not

yet committed to) a wealth tax. It was an important part of the

taxation paclage to be introduced by a future Conservative Govemioent.

The strong political opposition to the idea when it vias first discussed

in party circles, and the feeling that »it just isn't on with the party*

led to its hasty abandonment." H. Pint o-Dus chins Icy, "Central Office and

»Power' in the Conservative Party", paper read at the 1971 session of the
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Po l i t i ca l S tud ies Assoc ia t ion o f the UoK, , page 19 .

So much fo r the fi rs t t s ro o f ou r p rob le ins . O f the res t

the fourth can, I think, bo dealt with most plausibly. The involvement

of corporations v/ith state policy making or the devolution upon them of

state powers to licence, control and so on both arise, it can bo argued,

f rom the same con tamina ted sou rce . Th is i s t he i dea tha t i t i s t he

business of the state to get involved in running or sponsoring detailed

regulation of the economy. Once this idea is abandoned, business men
have nothing to hope or fear from the state or from one another's

exercise of state power. They wil l therefore become pol i t ical ly

q\iiescent. (I do not recall any explicit stateirent of quite this

form but elenents nay be found in, for example, the writings of .Hayek

and de Jouvenel.)

External costs cannot be dealt with very satisfactorily.

The orthodox thing to say about them is, I suppose, the lino taken by

R.H. Coase and developed fully in its political implications by
4 9Buchanan and Tullock. According to this, i t makes no difference in

49. R.H. Coase, "The Problem of Social CosV (journal of Law and

Economics, \la . ZD? (
J . B u c h a n a n a n d G . T u l l o c k , T h e C a l c u l u s o f C o n s e n t

lU-X)

terras of optimum production whethe-r the producers have to condensate

t h e s u f f e r e r s f o r e x t e r n a l c o s t s o r t h e s \ i f f e r e r 3 h a v e t o b i d . b e t h e

producers not to create them. In both cases vfhatever it is socially

desirable on balance to produce will be produced.
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There is, of ooucrse, sti l l a distrihutional differenoo which

might be thought to raise disturbing questions of equity - why should

those who live near some noisome factory subsidize the consumers of its

products by either suffering or paying? - but this can with luck be

dismissed on the grounds Ihat the state has no business to bother
5 0with any distributive issue except preserving Pareto optimality,

50. I cannot fo rbear to ment ion here tha t a t the meet ing when these

papers were first discussed I was again struck by the hardiness of the

^msrican belief that there is sonething so natural about pareto-

optiraality (as a condition to be conserved in any contemplated change)
as to lift Ice it a sort of evaluatively neutral principle of evaluation.

I put this dovm to the residue of Lockean political theory (which is

based on the idea that nobody should be made worse off by state action

than he vfould have been in some actual or imaginary status quo ante)

and partly to the polit ical realit ies of the U.S.A,-which imke it almost

impossible for anything to pass which disadvantages any of the organized

interests which are the building brides of "normal" American politics.

(This is, of course, the conception of "veto groups" discovered by the

celebrants of the American political system in the nineteen fifties,

such as David Riesman and R,A, Dahl , They omit ted to note that i t

does not cover unorganized in terests such as migrant farmworkers ,

blacks generally and, beyond -the extent to which they are shielded by

parental syirqpathy, the young.)

Unfor tunate ly, havever, the theory is defec t ive both as economics and

p o l i t i c s . A s l l i s h a n s h o w s i n t h i s v o l u m e , t h e o r i g i n a l P i g o v i a n a n a l y s i s

is qui te r ight and too much is produced of goods associated wi th external
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costs* And the idea of the people affected by an industrial nuisance

banding together to buy it off is in^ractioal both because it vfould be

difficult to organize the affected parties and got them to contribute

voluntarily®^ and because it would place a premium on the production

51 . See i j ancu r O l son , op . o i t . , f o r a t r ea tmen t o f t he " f r ee r i de r * *

problem. I think the last two chapters of ny Political Argument may

have been the first full-scale critique of the Coase/Buchanan and

Tul lock l ine ; I s t i l l th ink i t s tands up qu i te we l l .

o f n u i s a n c e s , '

52. I remember reading a fev/ years ago (l think in the Nevf Yorker)

a short story about a couple of men who went around buying up fields

near "desirable" villages, exhibiting plans to build noisy and smelly

factories on them, and then reselling the land to tlie alarmed locals

at a handsome profit. This is in fact precisely what the Coase

"solution" to external costs would encourage.

I am inclined to think that the best line for a supporter of

classical capitalism to take on external costs is to say that, if the

long-run costs of stopping external costs (including concentration of

power and erosion of independence) are taken into account, most external

costs are not worth stopping* Alternatively one can abandon classical

capitalism at this point and allow for a dash of statism a la Pigou.
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Finally we get to the internal legitiicaoy of the oorporation.

I do not see that the classical capitalist solution has much to

contribute her©. It might be suggested tliat legitimacy would be

enhanced by bringing the^ de facto authority relations vfithin the

corporation oorroBponling to the de jure ones, that is, by making

the manage rs rea l l y r espo rxs ib l e t o t he sha reho lde rs . Bu t t h i s

would increase the legitimacy of the corporation to the employees

only to the extent that they accepted, or could be brought to accept

as -va l id , the r igh ts o f o imersh ip . Perhaps a more hope fu l l i ne v rou ld

be to point out that smal l firms tend to have more harmonious labour

re la t ions than la rge ones, and that w i th the break ing up o f la rge

firms necessary to make classical capital ism vfork vrould come a return

of more "personal (or even paternalistic) managenent-labour relationships.

It would require a great deal of expertise which I do not

possess to provide an intelligent critique of all these aspects of the

c a s e f o r c l a s s i c a l c a p i t a l i s m . I s h a l l a l l o w m y s e l f t w o r e m a r l r s .

First, it should not be regarded as a decisive argument against classical

capitalism if moving to it vrould involve a transitional and naybe a

permanent loss of production, unless one takes the view that any amount
r

of production is vrorth any amount of any other value. And although

politicians sometimes speak (and even behave) as if they thought this

I do not see how any sensible man can really do so. Second, the

weakness of classical capitalism in political terms seeiiis to me

summed up in the fact that, apart from a few academics and publicists,

hard ly anybody genu ine ly wants i t .

I touched on the idea, above, that business involvement is a

response to government pressures but this is no inore than a hal f t ruth.

It is true (by definition) that if a state vras known to be absolutely

immune to threats or inducenDnts to intervene in the econoi^, it would
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not be worth the while of businessmen - or anyone else - to try to

get it to do so. What is not true is that, as a matter of historical

fact or analysable interest, businessmen do not seek government

intervent ion. On the contrary, for every piece of state intervent ion

designed to aid worl©rs or consumers there are many designed to make

life run more smoothly for business corporations. In Western Europe

and elsewhere, what has sometimes been called "businessmen's socialismf* -

tariffs, quotas, supports, cartels and the rest - developed before

"workers* socialisiri ' and flourishes more strongly. It was the hopelessness

of trying to persuade the Italian public to accept the eccnomic truths

of la issez- fa i re tha t led Pare to to h is monumenta l s tudy o f the p lace

of irrationality in human society. We may question whether they were

real ly irrat ional to reject i t , but the pol i t ical nub is the one pareto

saw - it is not possible to count on businessmen to stick up for

la i ssez - fa i re , so tha t t he re has to be a genera l op in ion i n favour o f

n o n - i n t e r v e n t i o n . T h e p o l i t i c a l p a r a d o x o f c l a s s i c a l c a p i t a l i s m h a s

been succinctly expressed as follows: the commandment to capitalists

is to BBximize profits and compete, but the best way to maximize profits

i s t o c o l l u d e . " .

B . S t a t i s m . C l a s s i c a l c a p i t a l i s m l o o k s f o r s a l v a t i o n t o t h e s h a r e -
* e g

holders, who liave nothing to lose but their chains, and shpuld reassume

5 3 . S e e t h e t i t l e o f ^ ^ % « 3 ? = R u b n e r * s b o o k T h e E n s n a r e d S h a r e h o l d e r .

their proper posi t ion. I use the word "stat ist* , v/ l th apologies for

i ts awkvardness, to cover a l l so lu t ions which depend for the i r success

on the su i tab le ac t i ons o f po l i t i c i ans , bu reauc ra ts , j udges o r some o the r
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form of state functionary. I need hardly say that this categorization

malsBs some unusual bedfe l lov iTs j never theless I ins is t that thei r

similarity in this one respect is not trivial from the standpoint of

political theory. As ever, the force of the question "quis custodiet

ipsos custod/es?" carmot be denied.

If the raison d'etre of the state is, as I suggested, to provide

/ collective goods and vfard off collective' harms that could not othenTise

be conqpassed, the central problem of politics is surely how to order the

pcRver "Which this necessitates so that it is used for these public

purposes and not deranged by private interest, malice or sloth. I hope

to piarsue this question at some length on another occasion. All I can

say here is, rather unhelpfully, that I think political liber-by and

political efficiency are the results of a great many interacting causes

and that, although these can be stated in general tonus, there is still

much that is puzzling about the way that a certain insti-fcution or
c

cultural tract works in sone places and times in one-way and in others

in a d i f f e ren t v ray.

The simplest form "bhat s"fcatism can take vfe may call, to balance

our "classical capitalisjrf*, "classical socialism^ . To put it in

deliberately crude terms, tl"J9 "solution" to the problems we have raised

is that public corporations will tal© decisions that are in the public

interest. They will charge the right prices, pay the right salaries,

make the right amount on capital, invest the right amount in new plant,

take account of external costs appropriately, act as a liirib of the state
5 4

and, for purposes of in"toii3al'legitimacy, borrow that of the s"fcate.

54. This is, of course, a lan^joon, but the underlying ideas can be

found in orthodox socialist vfritings such as G.D.H. Oole*s interwar

writings. Another approach is to see what is the implied model
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- ' contrasted Tdth the "irmtionality" of Honopoly Capita by Baran

and S^veezy^ Tho nationalizing statutes of the postimr British

govemment are also relemntj the corporations are instructed to

pursue a nuiriber of desirable aims, and in some cases exempted from

ordinary planning controls.

The wealmosses of all this are so obvious that it seems almost unsporting

to point them out: if those vrho run the corporations are to behave in

this model fashion vrithout enforceable orders, how can vre be confident

they wi l l do so; i f they are to act on orders how can we be sure of

the goodwill or even the competence of those giving the orders? "vThy

should we believe that the industrial barons running the corporations

will s"tend aside from attempts to affect government policy? And vfhy

should we suppose that̂ |jhs legitimacy of the state can be stretched
indefinitely by fiat, l ike the Pope^s blessing, which, the tourist is

informed, has been bestowed on the roomsful of souvenirs on sale in

the Vatican? Consumers faced with an unresponsive monopoly or workers

with an imaccommodating management are not (and rightly so) to be

appeased by metaphysical extensions of the notion of democratic

responsibi l i ty^ fcKuipuo u< i M.
More limited versions call on the state to legislate against

the iii5>osition of externalities (Uishan is, I suppose, the most

sweeping proponent of this), to determine incomes or at least underwrite

some negotiated agreement on incomes, to control monopolies, ban or

restrict advertising, and so on. This approach still seems to have

relatively little to say to problem 5 except that the state should do
what it can to encourage orderly collective bargaining. The objection

remains that "the state" is an abstraction and the real problem is to

motivate thousands of individuals to tate the right decisions, not to



/
5 1 -

abuse their povTer, and so on. Thus, although not as enpty as the

first variant, this second variant of statisn is still more a v/ay

of pointing in the direction of a possible "solution" than a

" s o l u t i o n " i t s e l f .

C. Democracy. This category is intended primarily to cover the whole

conten^jorary vogue for "participation", though it need hardly be said
that this has long intellectual roots, v/ith sophisticated expositions

by Rousseau in politics and the English Guild Socialists in industry.

55. See Carole Pateman, Participation and Democratic Theory (London:

Oanibridge University Press, 1971).

It seems to ma that it bears most directly on the fifth problem since it

suggests that managerial authority might be legitimated by the already

widely-accepted principle of democracy. Bums, in his paper, seems

quite favourably impressed by the way things go in Yugoslavia but

I cannot see har direct democracy could bo given much reality in General

Motors or I.C.I, To put it another way, it may bo possible for workers

to have more control over their actual p3ace of vrork than they usually

do new, but what about the policies of the whole firm? I suppose two

possible ansvrers are (i) that you break up firms into sizes that are

compatible vrith active worker participation in their iianageinent, or

(ii) that General Motors could be cade no more, but also no less,
democratic than, say. Hew York state . ̂

The Urst of these possibilities once again leads to the

reflection that the contemporary "left" and "righ-tf* have in some respects
more in common with one another than either has with the system which in

its economic aspects is usually called the "mixed econoc^^* and in its
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Cf. R. A. Dahl 's recent book After the Revolut ion? (New Haven: Yale

University Press, 1970). Dahl is extremely confusing (possibly as part

of his new trendy persona) about what 'participation* in the management of

a corporat ion might mean. At some points (pages 134-6) he seems to regard

/ it as something potentially quite time-consuming, but he also says 'I do not

see why a board of directors elected by the employees could not select as

competent managers a board of directors selected by banks, insurance companies,

or the managers themselves. The board of a self-governing firm might hire a

minagement team on a term contract in the same way that a board of directors

of a mutual fund often does now' (page 133).
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political aspects flomething like "pluralistic liberal democracy**.

Thus both are willing to envisage a loss of production as the price

o f b reak ing up the mass ive co rpora t ions - a heresy aga ins t the

dominant polit ical creed of economic gravth at all costs. Indeed,

if we replace the shareholders vfith the workers, our depiction of

classical capitalism could be one model of an econony vj-ith

democrat ical ly- run firms.

56. Apart from the incalculable effect of the Coumunist Party, i t

w^ld bo an interesting question whether the Yugoslav eoonony is not
more lil<e a nineteenth century one than those of contemporary Western

E u r o p e , I f s o , p a r t o f t h e e x p l a n a t i o n v r i l l , o f c o u r s e , l i e i n t h e

level of development of ihe economy j Galbraith has pointed out that,

in spite of ideology, the U.S. state has more control over the econony

than the Indian one, simply because the Indian economy is less amenable

t o c o n t r o l . " " "

Moreover, the "democratic" solution is vulnerable at exactly

the same points as the classical capital ist one. There is no built- in

incentive to dissuade a firm run by its workers from imposing exteraal

costs on the neighbourhood of the factory unless a large number of ttem

live there - and even then the loss each suffers as a resident may be

less than the gain he realizes as a worker, even though the total cost

to all residents is greater than the total gain to all v/orksrs. And

the sura of political pressures of vforker-run corporations, though less

narrow in terms of class interest than those of ovmer-run or management-

run corporations, vrould still not add up to a set of policies for

g o v e r n m e n t i n t h e p u b l i c i n t e r e s t . T h i s v / a s o n e o f t h e i n t e l l e c t u a l

weaknesses of Guild Socialism, v/hich was forced, having expelled the
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s ta te th rough the f ron t door, to re in t roduce i t under ano ther nane

through the back.

It could, I suppose, be suggested that the nevr, regenerate

kind of man produced by a system of industrial democracy "would, in

Marx*s now famous phrase "hunt in the morning, fish in the afternoon,

r e a r c a t t l e i n t h e e v e n i n g , c r i t i c i z e a f t e r d i n n e r. . . w i t h o u t e v e r

becoming hunter, fisherman, shepherd or critic". In other "words,

an tagon is t i c soc ia l pos i "b ions cou ld be made to d i sappear. i f e rx

(at any rate in 1846) believed nothing less; "The division of labour

impl ies the cont rad ic t ion be isTeen the in te res t o f the separa te

individual or the individual family and the communal interest of all

i n d i v i d u a l s v r h o h a v e i n t e r c o u r s e v / i t h o n e a n o t h e r. I t d o e s n o t ,

57 . I fe rx and Bnge ls , The German Ideo logy. The two quo ta t ions nay

be found on pages 294-5 of Feuer* s collection Ijarx and Engels (New York;

Doubleday (Fontana), 1969).

however, seem to me that all conflicts between individual (or family)

and collective interest are structurally based inWe way IJ&rx suggested;
and in any case I do not believe that people are allowed to mix their

occupat ions vo luntar i ly in Yugoslav ia, Cuba, China or any other new
5 8 'loft heavens. Nor does this kind of romntic occupational nomadism

5 8 . T h e s e c o u n t r i e s h a v e , o f c o u r s e , h a d s p e l l s o f p u t t i n g

intellectuals to work in the fields or on the roads - but hardly on

a vol imtary basis I

56a. A col league made the perfect comment on this: 'But I want to

c r i t i c i z e a l l d a y ! '
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(notice the pastoral oooupations chosen by as illustrations!)

seem to be ser iously proposed, in spi te of the enthusiasm with which

th e e a r l y Ma . r x h a s b e e n d i s i n t e r r e d . Ap a r t f r o m a n y th i n g e l se , i t

is hard to see how industr ial democracy could be operated with people

wander ing in and ou t a l l the t ime - i t ' s bad enough dec id ing who

can vote in student iiass meetings (or would be if the motions were

ca r r i ed by l ess t han the unan imous acc lana t i on o f t hose s t i l l l e f t

at the end).

Alternatively, it may be admitted that the state will have

a ro le to p lay bu t a rgued tha t these func t ions a re re la t i ve ly un inqpor tan t .

Thus, a sel f-conscious sel f-appointed spoloesman for the New Left

international orthodoxy asserts flatly that "The extent to which the

w o r l e r i s i n c o n t r o l o f h i s w o r k i n g s i t u a t i o n i s t h e m o s t e s s e n t i a l

c r i t e r i on fo r de te rm in ing whe the r o r no t a soc ie t y i s democra t i c .

The new democrat ic theory, by focusing on the wor ldng s i tuat ion rather

than the fo rma l gove rnmen ta l s t ruc tu re , has co r rec t l y i den t i fied where

the prob lem of es tab l ish ing democracy l ies . Democracy means that the

1*59worker has the povfer to contro l the decis ions which affect h im,

59. Kenneth A. I^egill, The New Democratic Theory (New York: Free Press,

1970), page 101* See also Peter Bachrach, A Critique of Democratic

Elitism (Boston: Little Brown and Co.^ 1967) which, after abusing a

mixed bag of theorists of representative democracy through a niunber

o f chap te rs , in the fina l chap te rs caves in and admi ts tha t the s ta te

cannot be run by direct "participation" and then talks about the

p o s s i b i l i t y o f g r e a t e r w o r k e r s * p a r t i c i p a t i o n i n c o r p o r a t e d e c i s i o n

m a k i n g , B a c h r a c h d o e s n o t , h o w e v e r, l i l o e i l e g i l l , e x p l i c i t l y s a y

that th is is a sat is factory a l ternat ive - mere ly that i t is an

a l t e r n a t i v e ,
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Some reaction was, I think, due agaijost the view oommon in the

nineteen fifties that work should siisply be made as painless and

b r i e f a s p o s s i b l e , a n d t h a t a n y a t t e m p t t o g i v e i t s i g n i fi c a n c e i n

6 0
p e o p l e * s l i v e s w a s r e a c t i o n a r y r o m a n t i c i s m . B u t t o s u p p o s e t h a t

60, See for exanqple David Riesman, The Lonely Crowd (

y«U a.-?., i^ro), .

"control over world* equals "control over one*s life" seems to mo

s i n q p l y i n s a n e . I t i g n o r e s e d u c a t i o n , h e a l t h a n d o t h e r p u b l i c s e r v i c e s ,

physical and economic planning, and, even more amazingly, the capacity

o f a l l modem s ta tes t o a r range fo r t he ann ih i l a t i on o f t he popu la t i on

in a nuclear exchange.

The answer tha t I th ink Meg i l l i s p ropos ing i s tha t , s ince

a bureaucracy responsible to elected representatives does not necessarily

produce the des i red resu l ts , the answer is for those actua l ly engaged in

each sphere of product ion to cont ro l not mere ly the condi t ions of work

but "the worker^must have control over the important production decisions"

(p. 112). As Megill specifically mentions as workers groups such as

"elementary and secondary school teachers, nurses, doctors, engineers,

and so on" (p. 112), it is easy to see where he is heading. At present

we usually think it a regrettable deviation from what should happen

w h e n h o s p i t a l s a r e r u n f o r t h e b e n e fi t o f t h e s t a f f , c i v i l s e r v i c e s

for the convenience of the c iv i l servants , and the armed forces dec ide

which wars they wil l and won't fight. The "worker's control" formula

o f M e g i l l w o u l d e n s h r i n e t h i s s t a t e o f a f f a i r s a s t h e i d e a l , i n t h e
R Tname of gett ing r id of "bureaucracy**. Al though I cr i t ized the
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61. A nice illustration of the dilemrm is provided by the recent

furore in New York over the attempt to provide "community control"

over ghetto schools^ which led to a prolonged and bitter strike by

the teachers* imion. X suspect that Megill and his friends would

syu^jathize vfith the blacks against the teachers, but this would be

entirely contrary to the precepts of worlsrs* control.

invocation of "the state" as a cure-all, this suggested cure seems to

me infinitely vrorse than the disease. The ansffrer is surely to produce

more sensitive and effective controls, not to thrav av/ay those we

have already,

D. lifohagerialism. Managers are the last source of salvation we shall

consider, having reviewed in turn the claims of shareholders, bureaucrats

and workers. l&nagerialism is not a new creed. .Fe need mention only

Saint-Simon* s invitation to the new managerial class to tahs its place

in the sun, E.G. Fel ls* evocat ion of the Nevf Samurai orVeblen*s ca l l

for the Engineers to take over the Price System, Coming nearer to

hand is Burnham*s The Ma.nagerial Revolution and Galbraith*s New Industrial
^ | a ~ • :State. Since "the enterprise of which this essay is a part took its

rise from Galbraith*s book, I shall ccncentw-te on it hero.

As I understand it. The New Industrial State is a call for the

managers of the world (or at any rate the U.SJl.) to unite. They have

nothing to lose but their preconceptions, which prevent them from

realizing that, whether nominally employed by government, private industry,
a university, a foundation or sons other organization, they have a

fundamentally similar outlook and compatible interests. The nBnibors
of this indispensible class should therefore work together to de-emphasize

6Ia For a review of the varieties of recent 'managerial* thinking, see
Theo N i cho l s , op . c i t .
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econoBdo gro^rth and give more weight to the things they believe In,

l i b e p u b l i c a m e n i t y •

The th inbsrs of the Enl ightenment had high hopes of sel l ing

their ideas to benevolent despots, and it is obviously pleasanter to

hope that t l iose wi th povrer wi l l change their behaviour than to bel ieve

that a change in the behaviour of the powerful wi l l require a nevr v/ay.

o f con t ro l l i ng them. The En l igh tenment th inbers ca iae uns tuck , I sugges t ,

for tiTo reasons: (i) the enlightened despots vrere not as enlightened as

had been hoped, and (ii) they in any case put despotism before

e n l i g h t e n m e n t . T h e s a r a e p i t f a l l s , I f e a r , l i e b e f o r e G a l b r a i t h ,

Are his "technostructure" as impeccable in tlieir general values as-

he suggests, and are they in any case prepared to back these values

when they come up against the particular norms of a job?

_ , Galbraith seeriis to me to underestimate the importance of role-

playing, that is the abil i ty t l^t people have to identify v/ith the

goals and constraints that go with a role, and then to drop them as

required. "Sir," said Dr. Johnson, "a man vrill no more carry tlie

ar t ifice o f the bar in to the common in tercourse o f soc ie ty, than a man

who is paid for tumbling upon his hands vfill ccntinue to tumble upon

his hands when he should walk on his feet," In the pursuit of his

profession, a man vfill ruin the countryside with electricity pylons,

design lethal but saleable cars and generally do things that as a

private citizen he vrould regard as appalling. In Cavour*s remark

**WhatmPOguePB we should be if vre did for ourselves what we do for our

country", the word " organization" could often be substituted for

"country**. It may be, as Galbraith sugges+s, that people could be

encouraged to do their jobs with a greater sense of social responsibility^
but ny guess would be that the only real &nsvfer is to get a different
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definition of the goals and constraints built into tho job*

Fortunately, this does at least.Tnean that, v/ith suitable changes

in the goals of nanagement, one could be fairly hopeful about

results fol loTing. As far as snai l bui lders, scrap cierchants,

garages and other genuine capitalists are concerned, I cannot

c o n c e i v e a n y s o l u t i o n e x c e p t t h e r e v i v a l o f t h e s t o c k s . J u d i c i a l

and bureaucratic methods seen po^Torloss to prevent them cheating

their customers, stealing from the public domain, polluting the

; e n v i r o n m e n t v r i t h e y e s o r e s i f n o t w o r s e , a n d c o n t r a v e n i n g t h e S h o p s

and Offices Act, fire precautions and every constraint on maximizing

p r o fi t , ~ ^ . ^

Tfe have nofr examined the four main contemporary ideologies

and fovmd them not so much wanting in general as 3acking in detailed

• p resc r ip t ions . Bu t the c loser we go t to de ta i led p resc r ip t ion , the

more it seemed to be the case liiat none could deal with all ihe problems

by itself. In particular, statisn seems an unavoidable element "yet

such a protean category does little more than point vaguely in a

c e r t a i n d i r e c t i o n .

Tfhere then do "we go from here? The answer must, I think,

be to consolidate the trail blazed by Dahl and Lindblom in 195^ with
fi 2their Politics, Economics and ?felfare. There are, after all, only

N e o o V c r l t I m i e r i J < \ r 3

I . ■
1

i
! ' ■ .

i a fin i te number o f v jays o f or^n iz ing soc ia l dec is ion-making, and some

combination of most of them is used in any institution of any complexity.
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e.g. a \miversity or a firm. I i^ean things l ike choosing decision-

laabsrs by lot, deciding by a direct vote on an issue (a referendum),

employing judicial methods against a badiground of more or less clear-

cut rules, having decisions tal^nn by experts on supposedly neutral

"expert" criteria, electing a representative assembly to decide, decision

by bargaining among interested parties or their agents, and bureaucratic

administration. Institutional innovation consists, not in adding new

ones to the list (none of those mentioned is very new and most are very

old) but in applying a different one to a certain subject, mixing them
up in new v/ays and - above all - changes in such crucial contextual

matters as the constituency, the procedure and the flcM of information

both in (ainount and Idnd of information on which decisions are rxide)

and out (confidentiality of proceedings, aiuount of publicity given to

decisions). These are the points at which ingenuity is required.
There could hardly be a task more difficult or more important. Other

civilizations have collapsed because they did not find \7ays in which,

in changed circumstances, the pursuit of individual goals could be

prevented from, adding up to social catasti-ophe. Are v/e to go the

same way?


