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dolf Steiner’s Kceconomics

DR, KARL POLANYI

Under o functional comstituzion there is separate representation of Pelitics, of Ecewtonues and of the Cruitural

sphere.  Today the crucial guestion s, af course, the organization of econemic izfe,

In o functional seciety the

eeomomic system may oF may el nelede workers' control, §t may or f1 may net alfose private prafits, .6, 1 may be

more or Ffers socielistic or copffalistic.

The following 17 on cuiline of the econonic system in Eudolf Stemer’s comcept af a functional sodely by our con-

tributor, Dr. Kar] Polanys, whase cws viemws on
IoW BRITAINM.

wnctional economies are knoswen fo cur reoders By recent articles dn
Steiner himself reparded ks concept of @ Three-fold Siate ws neilher seciclistic nor capfalistic,

Thix

articie deals with the use and ownership af capitaly with interest; profifs, weges and wberitance-lats in Pudoll Stefner's

Frononies.

WAS requested by the Editors of Nuew Brirans

to set out in bricf the economic proposals

included in Rudoll Siciner's concept of a Three-
fold State. Undoubtedly, they are intevesting,
Aput from Guild Seeinlism they constitute the
mast stimulating contribution to the economics of
a Tunetional soeivty.

Things Private and Public

Steiner wins opposcd to an cssential feature of
Capitalism @ the right of the owners of the means
of production to determing frecly the wee to which
theic property is to be put.

But he was slso dend apainst State Soeialism,

#.2,, the administration of the weans of productien

by the State.

Thus he was distrastful of wngualthed private
wwnership as well as of ungualified public owner-
ship.

Ilis solution of this dilomma was ta ailvoeale the
divoree of the ownership of capital from the right
to dispose of the use of capitul  Ie proposed to
estalilish o systen of cireulstion of capital under
which eapital would rowsin in private hands, but
net it those of the owner, not cven abways in Lhat
of o person sclected by himm,  Tn foet the fonction
of the enirepreneur should become o profession
similar to the legal, medieal, or aginecering pro-
fession of todsy, the ecapital neoded to esrry on
the enterprize being supplied to him directly or
indireetly by sovicty ibself,

The lepal framework peeded io make this plan
workable is to be provided by the TPolitical
Chember, The bodies oduesting, sclecting  and
desipnating the professional cuteepreienr ate to be
sl up ]:}- the Cultoral Chamber.  The business of
production and exchange itsell belosgs to the
Keonemic Chamber.  Thas, Podities, Culture, and
Eeancmies would cocoperate in the Three-fold State
to solve the problem of Capital sond its use.

Distribution of Income

To begin with the wofe-earner : Whether the
witge-avstem iz abolished or not, esonot be an-
swered by o ves or by o« no. A substontial put
af the incomes the wage workers reeeive would be
derived from  general tuxation  through  Domily
allowanees, old age pensions, and sickness benefits.
Fdueation alse is @ charge on ihe public purse.
Morcover, labour conditions are settled by law,
indluding hours and faclory regulations.  Wage
pgreements deal with the * slurang 7 of the prodiet
of labour.  Flus the wage systom Temaing, but its
working 5 in a manner * transflommed.™

As to profits 1 An ineome under this title would
coase to exist.  Actund soploses would partly go
as interest to the owners of eapital, partly os a
contractun] share to the enferprenenr, the rest

aceruing to the productive capital fund of the
pommnit v

As to interest: ¥ the enfrepreseur is provided,
with capital by private cwners these can charge
him g interest oa their capital, No dividends or
honuses will bz disteibuted, The rate of interest
is fixed by ki, Aller a lapse of time private eapital
[sses inte the administmion of Trustecs nominated
by the Cultural Chamber.  The capital supplied
to an coterprize by the Trstees need, it seems,
bear ne intercst whataver,

Az to the share of the enfreprencwr : The romun-
eration of the man earrving on the business with
the capital purtly berrowed (rorn piivate owners,
portly supplisd to him by the Trustees, is deter-
mined by what he mansged 1o secure for himseld
undler the ariginal eontract, under which the money
wag fent to hime  The residual soplus, se., the
surphas which remiins afler the deduction both of
interest on Lormowed copital and e entrepreneus’s
contraetunl share, will be relnvested in the entee-
yprise.  But the ewireprencur may luok upon this
part of the capital as hig own in se Tar as his remin-
eration will be inereazed by 2 sum cqual to the
interest on the reinvested port of the serplos.

Tesidnal surpluses which are net invested in the
enterprise from which they have originated are
invested In other enterprises, sither by their owners
ue by the Trusices,

The Residaal Sueplus

This system of inveme elidms to realize the
principle that =il meawne: should be either dircetiy
or indirectly carned. It s corned divectly by the
wage-varier  and  the entreprenesur who  puriake
wersomally as productive agents in industrial life.
It is carned * indircetly ™ by the owner of capilal
thot, has been saved out of incomes curned by its
Present oWner, .

Thus that part of the 5u:l'|:'uil, of an enterpriss
which remains alter intercst and the share of the
cutreprenette have been dedueted s a sesidue whicle
soeiety 15 entitled Lo claim.  Its Txistence is not
due to the exertions of any single person assoviated
with the enterprise, it is the *firit* of the
machincry and organizabion or, to put it i
anofher way, of the 1'1:-(:_‘.:&]':1ti'-'|: et of !’-!l'lu'!iEt}r
zs a whole,

Inheritance and Frustecship
Steiner wants 1o restrict the benefit of drawing

interest on eapital to saved camnings.  Special
Iaws of inheritunee smw expected to achieve this
result,

Although savings may be handed down at the
carner's death to other persons, interest, i ab ali,
would secrue te the hew only dnring a definite
period of time after the earner’s death.  Also the



312

inheritance of capital could devolre only on persuos
who are engaged in industry as producers them-
aelyves. To provent a Lu"um‘:ffntmr of this rule
property passing on to relatives ab the death of
#he earner stould be subject to the control of the
Trustees alter a time,
“Apart from  this

I ‘the transference of capital
cither fnfsr pivos or after death is free, persons who
Have proved their ahility to com thrangh pmv
ductive effort being alen eredited with being able

to make the vight choive of their successors in
production, But in ease of doubt Trustceship
InlErvenss.

Prices and Marlkets

The ecctnmon fornn of every enterprise is the
* Association The Assoviation conslsts of all
the persons associtbed with the enterprises, That iz,
the entreprencur, the woge-camers, und the suppliers
of capital. Clearly this involves a problem. For
interest @8 determined wpder this sypstem mobs oF
less by law; toxaiion, and a very sitbstantial
amennt of it, has to be borue, as it s today, in faie
weatiier as in foul; labour conditions are detor-
mined by law. Mow then s business to be earried
on ?

There iz a hint that pricing will be quite differently
handled from now, First, hecause produnciion will
he “{or use ”, f.e, it will not he for the market,

Crepital—11II
T ol e
BN CiErag! l ok

A s 1 l\‘r..... ~_--'~..-+L J-.".b\.

F7 0 gain a tree perspective of the g'u‘-.»Lh of
i  econmnic Lhought in regard o m[:' i
i development, it may be well to kee Jr i i

some dotes.  Adam Smith was born in 1723 and

chied in 1704, '_I he Weallh "'f Naliairs was i:ll!nir-!'u\:t]
in 1956, Ricordo waz bBorn 0 I772 and died in

W23, IMis Prowciples of Palitical Economy was

published in 1817, Karl Marx was born o 1813

and died in 1833, The firsk volwne of Pas Kapited

appeated in 1567, the sccond apd thind volumes
coming alter his death in 1885 and 1504 They
weve pulilished ]j_'f’ EJU._{E'E. As a watker of interest
but of no conscquencse we may note that both
Bicards and Murs were Jews tumed Christian g
but the overlapping of the ages of thoese three is
more than interestine : it s sieaificant. For the
peviods  they represented snd  reflected  cqually
l]‘r'(‘:']!lj rlac{!. And the coovomic contiouity thus
boplicd s, almost with selentific procision, diselosed
in their woting, low many are there “'1'10 realize
that Marw's whaole argument s grovnded spon the
elussical tradition ¥ We imay affirm that had there

Leen no Rieardo, there would have been no Mars,

Sinee, too, economic developmicnt proceeded apace,

all unconscious of Marx, i s possible that, had

thete been no Marx, the Sccizlist movemenl would

e .',:-:]l.'."ﬂv TR0 r'n:}“f! without hin, to the needs,

neeessitics and oppressions of the povied. Az a

matter of [oet, Marx's analysis of Capitulism,

profoundly stivring though it was, had already been,
rationally or instinctively, grasped ‘JJ}' the working.
dlass anovement in Bourope and espeeinlly in Great

Titain,  Indeed, the case for Btote Socialism had

heen stated by Dupont-White, and Redbertus had

l”‘-'l-- hed his t]*c ory concerning the development

of povernmentnl orifans to mict the needs aof higher

Mew BriTain, August 1, 1934

but only for the consumer. This sugresls some-
shing like production only by orders of consumers”
aesoeiations. Seeondly, beeause prices will not be
determined on the market, There will be something
like » * just peiec ', including interest eharges and
the remuneration for the enfreprenenr.  In ense
of diffienltiez, bowever, the Trustecs are expocied
to provide supplementary capital,

It must be added that both the acceptance of
the profit motive and the acquiescence in the
existing distribution of eapital are, with Steiner,
fess ers of prinaziple than of exigency., He
regands therm as the price which society musi pay
for continuity. The future may eliminste them
Lsth, The profit-notive will pass away il Mankind
is educated %o o consciously social attitude. And
progressively, the preseot disitibution of eapital
[mainly suncarned teday)] will pass into a system
where the entreprencir iz a professional and all
eaprtal eonsists in savings earnerd by its owner,

Guvinasly, theie is some Inck of clarity. Are
WIS of -."ap.t"l and its use really to be separated
as easily as that ¥ And what docs a free merket
amtount Bo i, alter all, prices are not fo be deter-
minsd on the market ¥ Only il ownership itself is
weetod in the Nationas Guilide enn Bteiner's functional
ﬁ:,nceptr-::-u of Saciety be turned into o workable
secnomic propesition, Dut that, of course, would be
Guild Socialism.

aralt

8. G. HOESON

socind developement,  Neverlheless, Marx domin
the minds of vast masses of men, more by his m-
tensity than by his theery, It is not his dialectis
that stivs us; we are led captive by a prophet and
A SEET.

e heve it on Billics] suthority that, on oveasion,
“ the prephet preucheth livs "—a fack well knowan
In racimge vit-vlv-‘;; accordingly, iL were prudent on
aur part to test the word of the prophet.  On the
theoroties) side, Marx iz known to us for his theory
uf' hL'll']_'.lI”S ]:lhr...]:r :|_Tj|_1 ;‘-;urll!l:ls \F‘.'{|ll!, fl[]d II'JI' t]:l'E
concentration o appropriction of eapital. It ig
the fashion nowsdavs to brush aside these theories
as long sinee dizearded, Yor my part, T do not
regard ther ws Pheories but as stalements of connomnis
conditions Vl"]"‘ii.:.t'i.]'l,l_: in the days of Mark,  Withoeul
armuing the moming of * value™, surplus vaiune,
ns Aarx nzed the tmiu' was a fact and noet a theory.
As for “snplns labour™, it is surely as obvious
toclay as it was them, The curiows thinge abowi
Marx is that he appears so regand the ﬂmhmﬁdjty
auluibion of labour {n:la::u which hiz arpument is
bised}) as inevitable in any economic system. 111.*
solubion wos Stote Secialism, the continuance of
the 1.1--4:_:.:: system being predicated.

It 15 when he discusses capital as such that Marx
is maosh sugoestive—an il most deceptive. He trans-
forms the old Wage Fund * into what he cails
“ payiable capitei™. This warishle capital is the
finnucial pool out of which labour is paid. The
money that goes into machinery, tools and aquip-
ment, he colls “constant copital . He follows
Adsm Smith i eszentinds with a change of namen,
The most deveted follower must yecegnize that
Mar® cannos be sure whether the surplus is carned
by constont or varinhle capital, or in what pro-
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tion. We see this even in Soviet Russia, where
* personalisation " is now (e fuvourite slogan, witl
no thought of wage abolition,

The reasom why mcn of mettle throughout all
Listory have tried to escape from sfafus i= found, on
analysis, to be, not an objection to sfafus per se, bul
rather to the universal misconception of the rationale
of stafus, which now, as then, is built on a wrong
foundation. [t is evident that what men do, what
the community calls upon them tao do, constitutes
true status. To that there can be noobjection : on
the contrary, it is essential to a well-erdered socicty.
Doctor, scientist, mason, scuvenger, tinker, tailer,
soldier, sailor-—all must play their part in the social
orchestra.  All  these occupations  are  equally
honourable and, economic conditions apart, should
be of equal séafus.  Willisn Morris saw that when in
News from Nowhere he gave his dustman the finest
raiment amd preat social consideration. Ruskin

expressed the same idea differently : whatever our

job, we must do it at our peril and without regard to
payment. This is poles apart from the professional
and fimnancial snobbery of modern life.  'We discover,
in fact, that morey deterinines stafus ;  that we arc
governed by money, A century or more apo] next
to rovalty, the landowner, even if inpoverished, Tad
the highest sfefees ; to-ddy he is supplantéad by the
banker and profiteer, Not forpetting the priest, the
lawvyer, the teacher, and the officer class, we find
that all the social grades are determined by financial
slanding and not by functional waefulness. One
status, the-wage-earner’s, remains unchanged. e
possesses nothing e his labour.  Newer(heless—
another paradox—Dhe remains the most valuahle
factor in our national life,

From all this it would seem that sfafus is net in
ltself a problem, but an expréssion of the conditions
subsisting in any given period,  As Lthe old conven-
tions give place to new, so status changes.
lure, let us reorganize our ceonomie system and stafus
can take care of itself. 3at wail | Il is not so casy
as that, Before the generality of mankind plunges
Into a revolution, peacceful or oflicrwise, we may be
sure that a mew and more equtable sfzins must he
definitely projected. And, since we reject finance
as the determining factor, what principle must we
accept toconstitute séatus in our new order of society?
The truth slipped out a few lines higher up.  Sfafns
in the new order must geow oul of Touctional wiiicy.
Neither money neor social standing, but loyally Lo
function, will mark vcur séeéns in future society, Chmr

present range of social grades is the keredstas damaose

from the libertarian age now fast fading away. Nor
will sfafes be lorced upon us by dire necessity.
Status will be won in equality and fellowship @ will
not be imposad by finance ot dictatorship : will be
somnething all can willingly seek, and not, as in the
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LACTLPINLE YN LEll 1L LIS, WE u|;—1:‘.,l' Ot f_\nj_j," nna Oursagyves
upon the economic rocks but lose our spirtual
significance in the Westarn World.

DR. KARL POLANYI
' RUDOLF STEINER'S ECONOMICS

WAS requested by the Editors of New BriTams
l to set out i brief the economic propesals

inclnded in Rudolf Steiner’s concept of a Three-
fold State. Undoubtedly, they are interesting.
Apart from Guild Socialism  they constitute the
most stimulating contribution to the economics of
a functional society,

Steiner was opposed {o an essential featurs of
Capitalism : the right of the owners of the means of
production io determine freely the nae to which their
property 15 to be pul. :

Ent he was also dead against State Socialism, i
the administration of the means of production by the
Htate,

Lhus he was distrustful of unqualified private
ownership as well as ol unqualified public ownership.

His solulion of this dilemma was to advocate e
diverce of the ownership of capital from the ght to
dispose of the use of capital. He proposed to
establish a system of circulution of capital under
which capital would remain in private hands, but not
in thosc of the owner, not even always in thai of a
person selected by him.  In fact the function of the
entreprensty should become a profession similar to
the legil, medical, or engincering profession of to-day,
the capital needed to carry on the enterprize being
supplied 1o hin directlyor indirectly by sociery itself.

The legal framework needed o make this plan
workable is to be provided by the Political Chamber.
The Bodies educating, selecting and designating the
professional entreprenssy are to be set up by the
Cultural Chamber.  The business of production and
exchange itzelf belongs to the Economic Chamber,
Thus, DPolitics, Cuolture, and Foonomics would |
co-operate lu e Thresfold State to solve the
problem of Capital and its use,

Ta begin with * thee wage-earnes ©: Whether the
wage-system i3 abolished or not, cannot be answered
by 4 wyes or by a no. A substantial pari of the
meames the wage workers recetve would be derived
from general laxation through family allowances;
old age pensions, and sickness benefits.  Education
also is a charge on the public purse. Morcowver,
labour conditivns are settled Ly law, including honrs
and [factory regulations, Wage agfcements deal
with the " sharing ™ of the product of lahour. Thus
the wage system remains, but its working is in a
manner " transfonned .

As to profits ¢ An income under this title would
cesse to exist.  Actial surpluses would partly go as

b
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As 4o interest : IO dle exdrepremenr is providhed

with capital by private owners these can charge hirm

an interest on their capital. . Nodividends or bonases
will be disrrbuted. The rate of milerest s fxed by
iaw. After a lapse of fime private capital passes
into the adminislration of Tristees nominated by
the Culrural Chamber. The capital supplied to an
enterprize by the Trustees need, 1t seems, brar no
interest whatever.

A3 to the share of the estredeencuy © The romnn-
eration of the man carrving on the business with the

capital pattly berrowed from private owners, partly

supplied to him by Lhe Trustees, is determined by
what he managed to secore for himsel! wode lres
original contiact, under which the money was lant
to bim.  The residual surplus, e, the surplus which
remaing afer the dedvction both of intersst on
borroared capital and the esivefreneny’'s contractual
share, will be teinvested in the enterprise.  Hut the
enireprensuy may look npen thiz part of the capital
as his owm in so far as his remuncration will be
ncreased b., 4 =nm E.-r111,ﬂ ton the interest om the
reinvested part of the surplus.

Fesidual surpluses which are not invested in the
enterprise [rom which they have cmgimated are
invested in other enterprises, either by their cwmers
or by the Trustees.

Thiz system of income claimms to realize the
principls that all income shonld be either directly or
wydivectly eanoed. 0 is eacned directly by the wage-
carner and <he endrofronony who par take perasnally
as prodlective agents inoamdustrial life. 1 is sarned
“amditectly 7 Ty the owner of capibal thal as been
zaved owt of incomes eamed by its prosent ownoer,

Thus that part of the surplos of an enterprise
which remains after interest and the share of the
enfreprencuy have been deduected 13 a residue which
s-.u:tet 15 entitled to claim.  Tisz existence 1= not dve
o the exertions of any single person associated with
the enterpeize, it 15 the ' fruit ¥ of the machinery
andl nrﬁani:::i.ﬁml or, to put if i another wass, of il
co-pperative effort of society as a whole.

Steiner wants to resivict the benefit of drawing
inrerest on capital Lo saved earnings, Speciol laws
of inheritance are expectod to achieve this resule.

Although savings may e haoded down atl the
earner’s "death to other persons, interest, of at all,

world accrie to the heir only duringe a definite
pericd of time after the eamer’s deatl, Abso the

inheritance of capital could develve only on persons
who are engaged in mdustry as producers themselves,
To prevent a circumvention of this mile proparty
passing on to relatives at the death of the carner
should be subject to the control of the Trustees alter
a time.

Apart from this, the transference of capital either
amfer pivos or afler death is free, persons whe have
proved their ability to eam throwgh productive eftort
being also credited with being able to make the right
choice of ther successors in production.  But in
case of doubt Trusteeship intervenes.

The common fove of every enterprise is the
“ Azsociation . The Asseclalicn consists of oll the
persoms AssOc I:-Liml wilh the entreprises.  That is,
the enirefrenenr, e WHEE-CRITILTS . atud the suppliers
of capital. Clearly this inv olves a problem.  For
interest 15 deterrmined uwnder this sysiem maore or
less by lasw; faxation, and a wery sulbwslanlial

- ass0cTatlens.

4

There is a it that pricing will be guite differently
hundled from now,  First, because produetion will
be “ for nse *, ie, # will not be For the market, but
only for the consumer. This supgests ynmmhing
Llee productiom only By orders of conzumners'
Sec::un-:ﬂ}r, becanse Pﬂces will not B
determined on the markel. There will be scenething
like: u " Just price ', iocnding interest charges and
the remuneration lor Lhe enfrefrenenr. o
case of difficultics, however, the Trosters
are expected to provide supplementary

capdlal. :
It rozat he added that both  the
acceplance of e prolit motive and the

acquiescence in the existing distribiuation
of capital are, with Steiner, less matters
of  prnciple than of exigency, e
regards them as the price which society
st pay for r-!.-I:I!IT:II]I"".. Thee future may
eliminate them botl, The profit-medive
will pass away if Mankind 1z educated w2
conscionsly zocial atritnde.  And pro-
greszively, the present distribiction of
capital [mainly unearoed to-day) will pass
ke system wlhere the rm.tr.e'ibr.eﬂeﬂr iz a
professionul and all capital consists in
savings eaned by iis owner.

Obvicusly, theres is some lack of clarity.
Are pwnership ol capiral and irs nse really
t e separated as casily as that 7 And
what docs & free market amount to if,
after oll, prices are not to be determined on
the marksr ¢ Onlv if ownership iteelf is
vesled in the National Guilds can Steiner's
fenstional coneepiion of Society be Luried
e A warkable ceonomic proposition,
of conrse, wonld be Guilid Socialism,

PROFESSOR G. E. G. CATLIN
IS IT PEACE?

IT was an eminenl Liberal statesman who recently

But that,

remarked ;' H they want to have a hell on the
Continent it 15 our business to kesp out of i1
This policy easily becomesz identified with lhat of
“ o entanglements "', which is netorious on the
pthor gide of the Atlantic, althongh fortunately not
unmoditied of recent years.  The obwvious objection
iz that this delachment is, m'liil.arl[_',-' anl L:c'.mnc:-micaﬂ:,;r
imypracticasle in the event of a war of any magni-
Lucle breaking out in the Occident. The last war
shoraal Lhar the Alantie Ocean was not a galf
aireralt has redueed e Chanreel, mililarily spedking,
to w ditch, It &5« policy fhad Tas an ominous
similarity te the official policy of nen-conunitiment
pursued by Lord Grey in the days of the international
anarchy that preceded and culniinzted in zgT4.
O the other hand, the objeclions to proposals that
wvolve a system of collestive seu:ﬁril:}-* and mter-
national sanetions are worth examining.  Especially,

perhaps, the damaging one that all sach talk to-day

merely reveals a childish lack of sense lop political
tealities.  The se-called Franch plan, wilh itz acheme
of long-service contingents in a League anmy, it may
be argued, can ooly be regarded #5 a wreoking
propesal, inteaded too staldfy, by redwctio ad
ahsurdueon, proposals for interoational aclion, The
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