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Review and Comment
By the Editor

N TWO facing pages within these covers is a

measure of time on a scale of change. At one
end of the scale is President Wilson’s statement of
national policy toward the problems of reconversion
after World War I, and at the other end is President
Truman’s description of what the government’s re-
sponsibilities are as now we face again a problem
that is physically of the same character. Present
difficulties are of much greater magnitude; so also
are the resources with which to meet and overcome
them. Mr. Wilson said the people themselves would
do it and would do it better with no benefit of gov-
ernment, for such was the American way. The ideas
implicit in that attitude were deeply fixed in the
American habit of thinking and seemed then to
have a kind of granite validity. It would have oc-
curred to nobody even to challenge them. What
has happened to them in twenty-five years? To say
that they have been eroded is not enough. They
seem to have dissolved. If today you were to pro-
pose that they should govern the nation’s postwar
policy scarcely a quarter of this generation would
know what you were talking about. Imagine that
President Truman had said exactly what President
Wilson said. It would have been received every-
where with incredulity and dismay by such as could
understand it at all, and it would have caused no
doubt a grand panic in Wall Street, instead of a good
day in the Stock Exchange.

President Truman was asked at his press con-
ference afterward if he knew how much such a pro-
gram was going to cost, and he said, according to
the reporters, that he had no idea. With a debt equal
to the value of our total national wealth a few
years ago and with our dollar commitments to for-
eign countries running into vague billions, it seems
quite reasonable—it seems in fact necessary pre-
cisely on account of the debt—to propose a program
of works, loans, guarantees, grants, subsidies, and
social benefits, the cost of which cannot be forecast.
The new doctrine is that if the government will
undertake to provide buying power, when and if it
is needed, and thereby underwrite consumer demand
at a high level, we can have all the prosperity we
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want. To say it another way, the doctrine is that
the government can buy demand with debt, and if
only it will buy enough of it the activity of satisfy-
ing it with goods will keep everybody employed and
happy—and as for the debt, that will take care of
itself out of the expanding national income. If this
is true, then Adam Smith’s “The Wealth of Nations”
was a book of folklore and the great work on politi-
cal economy was Grimms’ “Fairy Tales”; if it is true,
then the rational confusion in which we seem to be
involved is verbal only and comes from trying to
state the new principles in the obsolete language of
a money economy—for, of course, if it is true, the
familiar meaning of money is without any sense
whatever, and we have unknowingly passed beyond
a money economy to something that has yet to be
defined. But if it is not true, we are on our way to
experience the incomparable disillusionment.

’/

R. TRUMAN speaks of the “bitter” experience

with unmanaged reconversion after World War
I. Prices got out of hand, there was gambling in the
inventories, then “one of the worst inflations in
our history, culminating in the crash of 1920 and
the disastrous inflation of 1920 and 1921.” That
is a very loose historical statement. It would give
you no clear idea of what happened, nor any idea
at all that what followed 1920 was the Peak Decade,
during which industrial production doubled, the
national debt was reduced one third by the old-
fashioned method of bond redemption and the na-
tional wealth by any measure increased at a rate
that was never before imaginable. It is true, how-
ever, that the free adjustments during the transition
period were sudden and painful; and, says Mr. Tru-
man, we must be sure this time not to repeat that
terrible mistake. Reconversion this time must be
free of any bad happenings. No more booms, crises,
and depressions, but in place of them stability, with
all the barometric lines running smoothly to a pre-
determined goal. But since booms, crises, and de-
pressions in the modern case proceed entirely from
human behavior, this idea of casting them out, that
is, the idea of stability, involves the logical neces-
sity to control human behavior. It is well known
that people, if they are let alone, will not stabilize
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their own desires. Who then will stabilize them?
Who will control this wilful being? The government
must do that. There is no other way. And the gov-
ernment will do it in the name of protection. Every-
body shall be protected—big business from the fear
of inflation or deflation; little business from the
consequences of its own littleness; the wage earner
from the loss of purchasing power; the farmer from
the vicissitudes of farming; and, lastly, the con-
sumer, who shall be protected both from himself as
himself in his first aspect, and then, secondly, from
himself in all of his other aspects, namely, himself
as a big businessman, himself as a little business-
man, himself as a wage earner, himself as a farmer,
and so on. For everybody in every way a floor, a
ceiling and a guarantee. For the ecstasy of great
profit will be substituted the ecstasy of security.
And this, shall we say, is to be hereafter the Ameri-
can adventure?
,/

IN MOVING for a thirty per cent increase in
hourly wages through the whole of the automo-
tive industry the UAW-CIO union has had the wit
to seize the new weapons. Its argument is presented
on another page as “The Detroit Formula,” and you
will find there in a militant aspect all the ideas that
underlie the policy of subsidized abundance which
now is the great theme of government. The union
takes its stand on that policy. In support of its de-
mands it repeats the government’s own wage-price
formula. Wages must rise while prices stand still,
and this is in order that mass purchasing power may
be increased. The rise in wage cost, if any, must
not be added to prices; it must be absorbed by the
enterpriser out of his profits—and these may be
either past profits from wartime or future profits
that are to appear in the general margins of an ex-
panding economy. Nor is this formula to be regarded
from the selfish point of view of labor; it is for every-
body’s welfare, that of the consumer, of course, and
that also of the employer whether he can believe it
or not. The union’s position is that in demanding
this increase of wage it is serving not itself first but
the economy as a whole. It is in fact upholding and
in its own way implementing the government’s pol-
icy, as it is expressed politically by the Truman
Administration, as it is expressed theoretically in the
thesis for the Full Employment Bill, and as it
sounds emotionally in the Wallace evangel. The two
basic assumptions of this policy now begin to as-
sume a kind of clarity. They may at least be stated.
The first assumption is that production, whereby
matter is converted into an infinite variety of things
to satisfy human wants, has become at last a
body of self-motivating and self-accelerating phe-
nomena. You do not have to worry any more about
production. You may destroy its profit incentive,
you may weaken the disciplines of its internal pro-
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cedure, you may devour its reserves, you may so-
cialize its motives, and still you may take it for
granted because it is inevitable and potentially in-
ordinate. The second assumption is that by law, by
subsidy, by monetary and fiscal manipulations, and
by compulsion, if necessary, you may create the in-
satiable consumer who will absorb the interminable
output of the machine. If neither of these assump-
tions is sound, the policy will fail. If both of them
are sound, we shall have the answer to two riddles at
once, the other one being: What are we for?

|7

E KNOW very little that we can be sure of

about unemployment. We cannot even be
sure it is a disease. It may be only a wrong adjust-
ment of human behavior to the sudden growth of
our power to produce wealth. Observe that the af-
fliction is peculiar to rich countries, that the extreme
manifestation of it is in the richest country of all,
and that it is almost unheard of in very poor coun-
tries. It may well be that only a rich country can
afford it. What are the causes of unemployment, not
anywhere, not in any other country, but here?

How much of it is owing to the disparities in
productive power, as between a worker who has be-
hind him an investment of ten thousand dollars in
tools which he himself did not put there, and, on the
other hand, a worker whose equipment is still primi-
tive, like the sharecropper? How can this one pro-
duce the equivalent of what that one produces? If
he cannot produce the equivalent he cannot buy
what the other has produced.

How much of it is owing to the fact that we do
not yet know how to distribute leisure?

How much of it is owing to the fact that in a rich
society like this prosperity very heavily rests upon
producing and consuming dispensable things, that
is to say, things we do not absolutely need or things
that we can do without for a long time, as if every-
body who owns an automobile should wake up one
morning with the idea of making it do for another
year, which is quite possible as we learned during
the war, but which in normal times would produce
fearful unemployment in the motor industry and
perhaps throw it into bankruptcy.

And lastly, how much of it may be owing to the
pricing of labor? That question, for all purposes of
popular discussion, is taboo.

L

O ONE will deny the abstract proposition that

labor might price itself out of the market,
which is only to say that it might use its economic
and political bargaining power to push wages so
high that the demand for labor would fall. So
far, no way has been invented to determine be-
forehand precisely the point in which an increased
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wage would begin to have that effect upon the de-
mand for labor. When wages were determined by
economic bargaining, with no political factor in-
volved, it could be assumed that wages and produc-
tivity would rise together; but even then there was
no scientific rule about it, and it would be at one
time that industry was overtaking a rise of wage
costs by heavier investments in tool power, and at
another time that it was sharing with labor the
results of higher productivity per man hour already
achieved. That was rough enough, but it worked,
and over a base of years the rise in wages, which
was fairly constant, was definitely related to the
greater productivity per man hour of labor. In that
scheme, wages, in fact, were unlimited, or, limited
only by productivity; wages and profits could rise
together because both were paid out of production.
When in 1933 the government intervened, purposely
to give labor an advantage in bargaining power, and
did this as a matter of public policy, on the theory
that higher wages would bring industrial peace,
swell the national income and thereby improve the
demand for labor, the natural working relation be-
tween wages and productivity was destroyed and
has never been restored. All during the depression,
with the demand for labor falling, the price of labor
advanced. While unemployment was rising to a
figure representing one-fifth of the entire labor force
the average hourly earnings of those who continued
to be employed by industry increased nearly one-
half, to a level higher than any level before. Unem-
ployment relief out of the Federal Treasury, rising
at the same time to more than $3 billion a year,
was in very large part a public subsidy in support
of the high wage structure. What the sequel might
have been no one can say. First came the defense
program, and then the war. But certainly there is
nothing in the history of the depression even to
suggest that the evil of unemployment can be cured
by an undertaking on the part of the government
to guarantee full employment at high wages.

’/

HE state of our knowledge about unemploy-

ment being perhaps at a par with the state
of medical knowledge a few hundred years ago, it
may be quite natural that we should attack it by
methods such as the King’s Touch for Scrofula, or
blood letting as a cure for any bad humor of the
social body. All that was ever proved for phle-
botomy was that a strong patient could stand a lot
of blood letting and that if he didn’t die he got well
in spite of the cure. Fancy trying to explain to the
untouched intelligence of a visitor from some other
world the terrible meaning of a chart on which he
will see three lines. One line represents the gross
national product of wealth, and it rises diagonally
across the chart in a very angry manner. The sec-
ond line represents the average number of persons
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employed to produce this nationmal quantity of
wealth, and this one has the action of rising only a
little, and then of running level, with an inclination
to fall. The third line represents the number of
unemployed, and that line has a very definite ten-
dency to rise. Your visitor asks what is so terrible
there. You answer: “Don’t you see that it takes
fewer and fewer workers to produce the nation’s
wealth?” He says yes, he can see that, and yet what
of it? You reply: “Don’t you see that it means un-
employment. Unemployment means social distress.
Millions of people idle, jobless, resentful for that
reason and meditating revolution. Unless we can
think of a way to solve this problem of unemploy-
ment our free institutions may fall.” Your visitor
may not tell you what he really thinks, either be-
cause he is tactful or because after a moment of
anxious reflection he decides to assume a soothing
manner; but when he gets home he will report:
“They are quite mad, those people over there. They
produce wealth of all kinds with such astonishing
ease that it is no longer necessary for them to spend
the whole of their time at work. Their wants in-
crease in a prodigious manner, and when there is no
longer a natural unsatisfied want they invent new
wants, and yet they are able to provide themselves
with anything they can think of wanting and to do
this with an ever diminishing measure of exertion,
to the point at which they are no longer able to keep
themselves fully employed. Therefore they are in a
state of despair, asking themselves what they shall
do with their surplus labor. But then if you read the
books they have written to find what their economic
philosophy has been hitherto, or what it was they
were aiming at, you will find it explicitly stated that
their aim all this time has been to increase the sum
of human satisfactions with less and less labor.
Their machines and their methods had no other

meaning.”

NE might have guessed that the planners were

already thinking beyond the Full Employment
Act. It is true, they have been; but not out loud.
Here and there, however, their thoughts begin to
come through. In a guarded way they propose the
question: Will a guarantee of full employment by
the government, and that alone, do the job? And
the answer—their own answer-—is no. Why not?
Because you cannot be sure that the people will
spend the money, or all of it; they may save or hoard
too much of it, and thereby defeat the end in view.
Having guaranteed full employment, the govern-
ment, therefore, will find that it must go on to guar-
antee consumption, which is to say: “First guaranty
of full employment itself; and second, a guar-
anty of the total national consumer markét at a
high level.” These are the words of Dr. John H. G.
Pierson, who may be supposed to speak knowingly;



188

he is a consultant of the Bureau of Labor Statistics
of the United States Department of Labor and he
wrote the Labor Report for the National Planning
Association. He goes on to say: “In addition to
a guaranty of full employment as such, I think we
need a further guaranty that total consumer spend-
ing will not fall below a specified high level. This
kind of guaranty would meet the oversaving pro-
gram head on. The income paid out by full employ-
ment production does not necessarily yield an ample
market for business because too much of this income
may be saved and too little may be spent. The con-
sumer market guaranty, on the other hand, would
give to business the assurance that this unfortunate
thing would not happen.”

Dr. Pierson’s words are important not because
they are his but because they belong to something
like a musical composition and represent anticipa-
tion, that is, the introduction beforehand of part
of a chord the rest of which is bound to follow.
When the government undertakes to provide full
employment it must assume responsibility also for
the product of full employment; it must guarantee
also full consumption. And if it is going to guaran-
tee full consumption it must necessarily possess the
means to compel consumption. It cannot stop even
there. It must have means also to restrain excess
consumption because excess consumption will lead
to underconsumption later, whereby again the end
in view is defeated. So, therefore, says Dr. Pierson—
and his logic is perfect—let the government “set a
ceiling over consumer spending as well as a floor un-
derneath it.” The techniques whereby the govern-
ment may compel people to spend more when they
are not spending enough, or to compel them to desist
from spending when they are spending too much,
are already perfected and have in fact been applied.
It is done by fiscal and monetary manipulation. The
results, however, are statistical and general, affecting
totals only. There is bound to arrive the particular
case. Suppose there is unemployment in the motor-
car industry because people are ‘not buying all
the cars that flow from full employment of the
automobile workers. This is a very serious matter
because unemployment in the motor-car industry, if
nothing is done about it, will certainly spread to
other industries and cause general unemployment.
What will the government do in that case? Either
the whole scheme will be imperiled or the govern-
ment will have to take the last step, which is to say
how many motor cars people shall buy each year,
and see to it that they do buy them, on the ground
that the individual who does not buy his share of
the automobile output is thereby creating unem-
ployment in the automobile industry; his behavior
is antisocial. This will involve a kind of upside
down rationing. The individual consumer’s freedom
of choice, to buy or not to buy—that will have to
be rationed.
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Winds of Opinion

The first Full Employment Act was the expulsion
of Adam and Eve from the Garden of Eden.—
Virgil Jordan.

The United States at this minute stands at the
summit of the world. Let them act up to the level
of their power and responsibility, not for themselves
but for all men in all lands, and then a brighter day
may dawn on human history.—Winston Churchill.

We have made rapid advances in the art of gov-
ernment and we have mastered vast national prob-
lems. . . Never before has the government in
numerous ways come so close to the daily life of
each citizen in each community. We all have learned
that our government has come to play a role, a posi-
tive role, in our lives—Harold D. Smith, Director,
United States Bureau of the Budget.

We must trade with Russia to prevent the world

from splitting into two hostile ideological camps.—
Henry A. Wallace.

I cannot myself escape the conviction that the
aspects of the Russian system which strike the
average Americans as most inconsistent with our
own ideas of freedom have persisted because of
Russia’s fear of war and foreign aggression.—Mr.
Justice Black.

On the question of political organization, such as
that proposed by the San Francisco Conference, 1
think we may hope to have ideals of justice and
freedom and law prevail in the end. . . . So far as
economic relationships are concerned, they are busi-
ness. They are business with every nation in the
world except the United States.—Senator Taft.

Everybody must realize that we are moving
toward the condition where the accumulated re-
sentment against the abuses of arbitrary power will
reach the point of explosion.—Representative Hat-
ton W. Sumners of Texas, Chairman of the House
Judiciary Committee.

But history shows us that business, labor, and
agriculture cannot in themselves assure the main-
tenance of high levels of production and employ-
ment. The government, acting on behalf of all the
people, must assume this responsibility and take
measures broad enough to meet the issues—Fred M.
Vinson, Secretary of the Treasury.

Many people think that the war has produced the
great threat to the institutions which have made
America great. Wherever interference with the nor-
mal interplay of forces in our economic life has re-
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sulted disastrously, the administration spokesmen
are pleased, indeed, to lay the fault to the war. It
is true that there are some dislocations which are
inevitably due to wartime conditions. It should be
recalled, however, that most of the legislative pat-
tern under which we live was developed long before
we entered the war.~—Senator Robertson.

It is not true that wars, or at any rate modern
wars, have been brought about by economic causes.
Germany could have made itself as prosperous as
any nation in the world without one foot of addi-
tional territory. Japan could have obtained more
by trading than it could ever obtain by war. It is
true that here and there economic sore spots may
exist creating dissatisfaction and disturbance, but
they are not and never have been as numerous
or as likely to create war as political sore spots like
Poland and the Balkans.—Senator Taft.

We have fought wars and are fighting this one
only to preserve freedom. We have all given up
great measures of freedom to achieve victory. We
should let no one forget for a minute that we want
those freedoms back and we intend to have them.—
James A. Farley.

It is more than a mere joke that managed cur-
rency and concentration camps differ only in degree.
—Hermann Rauschning, in “Redemption of Democ-
racy.”

Closely allied to the fatalistic argument is the
one—Let us take the middle way. The middle way
is frequently taken by those who do not know
where they are going, and so find comfort in hav-
ing company on both sides.—Professor F. A. Harper.

This is a world in which freedom is beset, suffer-
ing more from those who claim to be its friends than
from those who are avowedly hostile—The Econo-
mast.

When the total war is over, Stalin has a chance to
be the greatest Russian of all time. His pcople have
had almost 30 years of struggle. Now they want to
reap the benefits of their labors. They have been
promised and they want consumer goods and pleas-
ures and peace. It is absolutely essential for Mr.
Stalin to supply these wants.—Admiral Standley,
the Ambassador to Russia who made Stalin ac-
knowledge lend-lease.

The people expect us to trust the Executive. We
cannot interpret the law as we write the law; it is
not our duty to do that.—Representative Wright
Patman of Texas.

If free private enterprise isn’t free, it isn’t going
to be private and it isn’t going to be enterprising.
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If it isn’t private, then you know it isn’t free, and
you certainly can be sure it isn’t going to be enter-
prising. But never forget the last of the three words.
If somewhere amongst us there isn’t the will to be
enterprising and to face tomorrow with venture-
someness, then enterprise isn’t going to be free and
it certainly isn’t going to stay private—J. Frank
Rushton, Jr., President of the Birmingham Chamber
of Commerce.

A lot of people want to be cared for and a lot of
people want the jobs of taking care of those who
want to be cared for. I would rather have 1009,
of my wages and my liberty, and take care of myself,
and then I would not have to take care of the fellow
who is taking care of me.—Anonymous.

Dire Prophecy

SYSTEM of economic control on the scale en-

visaged by the Potsdam Declaration is prob-
ably impossible under any conditions. The joining of
a.bad territorial and a bad economic settlement to a
cumbrous and exacting system of Allied occupation
and control seems precisely designed to create in a
few years’ time a revulsion of feeling in the West
compared with which the revulsion against Versailles
would be as nothing. Once the process of relaxing
the settlement had begun, in what fatal resurgence
of German power might it not end? The Potsdam
settlement will not last ten years, and when it
breaks down there will be nothing but the razor-
edge balance of international anarchy between civi-
lization and the atomic bomb—The Economist.

Obsequies of the Atlantic Charter

O THE bill increasing the power of the Import-

Export Bank to make loans to foreign countries
in its own discretion, Representative Dirksen of
Illinois offered an amendment, which the Clerk of
the House read, and which the author then ex-
pounded as follows:

“The amendment says that if there is any aggrandize-
ment by a country in violation of the Atlantic Charter
there will be no credit under this bill. It says that if
there are any territorial changes by some country that
is not in accord with the freely expressed desires of the
people involved, there will be no credit. It says in
effect if the right of a people to choose their own
form of government is restricted there will be no credit
under this bill. What it says is this: No freedom, no
credit. No freedom, no money out of the American
Treasury.

That was on page 7667 of the Congressional Rec-
ord, July 13. On page 7670 the matter was dis-
posed of as follows:

The question was taken; and on a division there
were—ayes 9, noes 93.

So the amendment was rejected.
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God and Caesar

John Murray and L. P. Jacks

By permission of The Hibbert Journal

1. Whether the tribute we are now paying to God
and to Cmxsar respectively is justly proportioned be-
tween the two.

2. Whether the Levitical assignment of one tenth
to God fixed His proportion high enough, and
whether he was nearer the mark who wrote:

“Were the whole realm of nature mine,

That were an offering far too small.”

3. Whether it is right that Casar should be sole
judge in fixing the proportion due to himself with
overwhelming power to enforce the payment thereof.

4. Whether Cxsar’s power has now grown to such
a height that he can raise his share of the tribute
to any extent he may choose, even though it leave
nothing over for God.

5. Whether the argument that in paying tribute
to Czsar we pay it indirectly to God through His
Agent is sophistical and blasphemous, a cunning in-
vention of Cexsar’s to justify the robbery of God and
His servants.

6. Whether the heavy tribute now paid to Casar
is being used for destroying what has been built up
by tribute paid to God, and whether democracy or
any other political system can give the assurance
that it will not continue to be so used.

7. Whether it is fitting that Casar should outdo
the highwayman by claiming for his tribute the
lives of the tribute-payers as well as their money.

8. Whether, among all the means of production
for which state ownership is now being advocated,
the producers, or workers, are not the most essen-
tial; and whether state ownership of the other
“means” would effect its purpose unless the workers
also were state owned.

9. Whether free Britons will take kindly to being
state owned and be easily persuaded, as the Nazis
teach, that their persons as well as their goods are
state property.

10. Whether the democratic principle of “no taxa-
tion without representation” is an adequate safe-
guard against Casar’s encroachments, or warrants
the conclusion that the taxes will be less crushing
with representation than without it.

~ 11. Whether Napoleon Bonaparte and Adolf Hit-
ler, in their respective day and generation, have had
more to do in fixing the level of British taxation
than the British people or their elected representa-
tives or their Chancellors of the Exchequer.

12. Whether the definition of the State as “the

individual writ large” should be construed by the
individual as a compliment or as an insult.

13. Whether the present age has fathomed Christ’s
bidding that men render unto Cesar the things that
are Cesar’s and unto God the things that are God’s.

14. Whether in this matter Christ did not so much
answer as subtly rebuke his questioners for lacking
religion, and whether from those that render God
nothing Cesar may not the easier take all.

15. Whether ungodly times are a provocation to
Caesar to usurp God’s place, and the times are thus
made more ungodly still.

16. Whether tyranny is ever worse than when it
spreads into homely and private matters of a man’s
household, and sets children against their parents
and the young against the old, and corrupts the
schools.

1?. Whether Cemsar’s nature is not the same the
whole world over, namely to enslave those who
acknowledge no debts but to him.

18. Whether many of our countrymen hold the
contrary opinion erroneously, some from simplicity
and others from laziness.

19. Whether among ourselves Cewsar’s power is
not increasing quickly by various other causes and
by the help of the fine names he gives it, as Democ-
racy, Equality, Justice, and so on.

20. Whether fine names or specious principles, or
sophistical pretensions can delude Cesar’s victims for
very long, and whether once they have discovered
the fraud they will be rid of it without hard fighting.

21. Whether those who would bestow all power
and right in Cssar’s hand, making him their over-
seer, paymaster, teacher and judge, have considered
where to seek redress against his wrong and oppres-
sion.

22. Whether a judge who holds a universal au-
thority in all matters and is a party in all dealings
and actions and is continually a judge in his own
case can be counted on for justice.

23. Whether he is likely to respect the old watch-
words such as “No taxation without representation.”

24. Whether those who are the most taxed are
likely to have the most say about it, or the least.

25. Whether when the seven years’ famine brought
the ancient Egyptians completely into Pharaoh’s
hand, themselves and their goods and lands, this was
a calamity or an ensample for us, and whether the
Egyptians were better men for all this, or have even
yet altogether recovered from it.
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Frame of the Future for America’

By Virgil Jordan

The Wonderful Interlude

“So, for a hundred and fifty years men and their minds escaped into the world, and
spread over il, enjoying for a while a freedom and prosperity, vitality and creative power
they had never known, and multiplying in Western Europe and America to three times the
number they had attained in all recorded history up to that time.”

Then the Return of Omnipotent Government

“Yet the plain truth is that the idea of unlimited government has emerged as the universal
victor in this war in the minds of men everywhere, among conquerors and conquered alike,
and it has done so by virtue of the overwhelming power of America, where the age of
alchemy has come to fruition in the atomic bomb.”

*This is an address that was delivered by Dr. Jordan at Rutgers University, September 13, 1945. It will be made into a book

by the Rutgers University Press, under the title, “The Frame of the Future.”

The book will appear next January. Rutgers

Unitversily Press, New Brunswick, N.J. Price, $1.50.—EDITOR.

I
I ]VERY industrial system, every organization

of production, distribution and consumption,
anywhere at any time is simply a pattern of
human behavior framed by general forces and con-
ditions which delimit it and distinguish it from
others that have been or might be imagined. The
forces and conditions which compose this frame of
the industrial picture are of several kinds. They are
partly biological, having to do with the qualities
and characteristics of the human material involved
in the industrial process, its growth, vitality, health,
adaptability, capacity to survive; and they are
partly cultural and institutional, having to do with
men’s ideas, hopes, habits, manners, customs and
morals, their technical arts of production, distribu-
tion and finance, and the character of the State or
the political institutions by which they are governed.
Up to about two hundred years ago, with a few
local variations, as in the Greek and Italian repub-
lics, the picture of the productive organization
framed by those factors seemed essentially change-
less for centuries. It was set in a rigid frame of
force and fatalistic necessity, characterized by slow
growth of population, rooted in an agrarian and
handcraft economy, dependent upon human and
animal muscle power, and ruled by the elaborate
structure of political and religious ideas and institu-
tions of unlimited government embodied in the di-
vine right of kings, princes and priests, in feudal serf-
dom, slavery or status, in state ownership of prop-
erty and labor, absolute monarchy and military im-
perialism. Men worked, lived and died within that

kind of frame during most of the human record until
the middle of the eighteenth century, and except for
the few whose sense of individual initiative and
responsibility found expression in art, religious con-
templation, military prowess, or pursuit of per-
sonal political power, perhaps the only salvation or
escape from it that the mass of mankind could
find was in some hereafter which their priests and
prophets promised them.

That iron frame was shattered, for the first time
in history, by the immense release of human and
molecular energies which came with the application
of steam power to the productive process in what is
called the Industrial Revolution. It not only re-
moved to a remote distance the checks upon popu-
lation of which Malthus warned, and freed industry
and labor from bondage to the land, the slave market
and the guilds. It was the power machine that broke
the power and overwhelmed the superstition of un-
limited government, which never had the wit or
imagination to harness the inventor or scientist to
its chariot, or chain them to its throne, and did not
have the foresight then or the strength thereafter
to make the steam engine a monopoly of its own.
So, for a hundred and fifty years men and their
minds escaped into the world, and spread over it,
enjoying for a while a freedom and prosperity,
vitality and creative power they had never known,
and multiplying in Western Europe and America
to three times the number they had attained in all
recorded history up to that time. With it came an
expanding instinct and opportunity for individual
adventure, responsibility and risk, which expressed
itself in a vast increase in production, acquisition
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and distribution of wealth, through exploration,
invention and enterprise.

Few who have not looked at it in the perspective
of the past realize how fully and firmly the picture
of life and work in the Western World up to the
First World War was set in this frame shaped by
the rapid growth of population, the use of power
machines, the world-wide exchange of raw materials
for manufactures, private individual and group own-
ership of property, voluntary private investment in
fixed plant, free enterprise and voluntary employ-
ment, and limited government under constitutional
guarantees and parliamentary control of the public
purse. Fewer still are aware how steadily that
frame was dissolved in nearly every country during
the generation since the First World War, and hard-
ly anyone can see clearly what has taken its place.

Every element that formed the frame of life and
work in the century and a half before 1914 has
changed so fundamentally and swiftly during the
past generation that despite the speed and scope of
information and education, men’s minds have not
as yet been able to absorb the significance of the
transformation, still less to adjust their lives to it.
So we live in a time of confusion and deep-seated
anxiety without parallel in our experience, as the
almost psychopathic emphasis on the idea of secur-
ity and the frantic search for mechanisms and for-
mulas to attain it attest. I shall try only to sketch
a few of the more obvious changes in the frame of
reference which have taken place, and suggest some
of their possible implications for the problems of
the relationships between management, labor and
ownership in American industry. In these changes
I distinguish several factors or forces which seem
to me to be shaping the frame of the future, and
for convenience in describing them I shall divide
them into three classes, the technological, biological
and ideological, though I know that they are con-
stantly interacting and cannot be clearly separated.

II

MONG these factors the most obvious and prob-
ably the most basic are the technological and
economic, having to do with the fundamental change
in the character of the arts of production, distribu-
tion and finance which has occurred more or less
unnoticed in the past thirty years, and which the
atomic bomb has brought to a catastrophic climax
of confusion, fantasy and fear in men’s minds. That
change is perhaps more profound and far-reaching
in its significance than the change that moved the
world in the Industrial Revolution from the produc-
tive system of the endless past, based upon tools
and machines moved by muscle, water or wind
power, to one based upon machines moved by the
molecular energy of coal and oil.
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We often forget that the first Industrial Revolu-
tion did not consist so much in the invention and
use of machines and tools to save labor as in the
application of a new source of power which made
possible the invention and use of new machinery
and tools that would have been meaningless or use-
less before. This change altered the frame of life
and work for the Western World because it released
labor from its roots in agriculture and localized
handicrafts, enormously increased production and
distribution, speeded transportation and expanded
the exchange of commodities; but these commodities
were for most part still essentially the same that
men had produced from the land and the mines by
hand labor for centuries before.

We forget, too, that the Industrial Revolution was
accompanied almost simultaneously by the develop-
ment of the modern banking system, corporate or-
ganization of industry, and the payment of labor
in money wages, with an enormous expansion both
of credit and gold production. These economic
mechanisms of finance and exchange vastly assisted
in the distribution and consumption as well as in
the output of the increased product which steam
power machinery made possible; and as we look
back upon it we realize that they barely kept pace
with the new machines of industry, for over the
whole period, except for temporary and local war-
time inflations and depressions, the value of money
in terms of commodities changed little. For a cen-
tury or more after the first Industrial Revolution,
until the internal combustion engine was developed
—which means practically up to the beginning of.
the First World War—the vastly extended machin-
ery of production and finance still revolved around
the axis forged of the iron from which the machines
were made, the coal that moved them, and the gold
that formed the foundation of the credit system that
financed the production, distribution and consump-
tion of the output. Thus, though the Industrial
Revolution freed vast populations from local bond-
age to the soil, and gave them larger purchasing
power in terms of money wages, industry, labor and
markets were still tied to the iron, coal and gold
mines, geographically and economically, and lim-
ited by the means of transportation and finance
which these made possible,

This side of the frame of the industrial picture
began to be stretched somewhat toward the end
of the nineteenth century by the increased use of
electric power, the internal combustion engine and
the cyanide process of gold extraction. But it was
not till a generation ago, when the First World War
started, that the frame definitely began to break up
on the technological and economic side, and the
world emerged from the machine age into the chem-
ical age, nor did we fully realize it till the atomic
bomb burst in upon our consciousness.
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What has happened is not merely or mainly that
in the release of nuclear energy the world has found
a new source of power to move machines. We do
not need that, for our present sources in coal, oil
and water are inexhaustible, or ample for all needs,
and still cheap enough to be wastefully used; nor
can we yet be sure that the new sources of atomic
energy are abundant, widely distributed, economical
or safe enough to use freely for a long time. The
age of alchemy in which we live today means essen-
tially that we can now make anything—materials,
machines and energy—out of anything or nothing,
anywhere in the world, in any amount, almost with-
out measurable cost. On the purely technological
side this implies that the limitations upon the “iron
men” of the old Industrial Revolution, imposed by
the materials of which they were made, the materials
which they processed, the power that moved them,
the people who operated them and the place where
they worked, have been lifted. The machine age
enabled us to make these iron men for every pur-
pose, with almost superhuman capacity, until in our
time nothing really new in mere mechanism is imag-
inable. But they were still born mainly of the iron
and coal mine, the blast furnace and the long-term
mortgage bond, the thrift of individual investors,
the enterprise of management, and the skill of urban
labor. They could not reproduce themselves, and
they were kept alive as long as possible to pay in-
terest and dividends.

In the chemurgic age, they have been turned
loose to roam the world at will, multiplying them-
selves out of the air or any other material by a sort
of parthenogenesis, living more and more without
benefit of investment or labor, producing their capi-
tal and wages as they go, and vanishing almost over-
night like day flies, leaving behind them an endless
stream of synthetic milk and honey for the con-
sumer. And since the only scarce commodity upon
which they really depend for food is the human
imagination and will to power, a recent dramatist
has visioned that they may some day be driven to
hunt men down in their caves like grubs—"“homo-
grubs,” as he called the surviving humans of the time
to come—to sustain themselves. Yet even this image
is framed in old-fashioned terms of the machine age,
for in little more than a generation modern industry,
as we know it especially in America, has ceased to
be an assemblage of miraculous and almost human
machines living around coal and iron mines, or even
at the end of electric power lines. It has become a
chemical or electronic laboratory process, a continu-
ous confluence of atoms, molecules and energy, in-
volving fewer and fewer men and less and less money,
and almost no necessary local habitation or name.

We are already somewhat familiar with the fan-
tastic technological consequences which flow from
the age of alchemic transmutation of matter, for we

193

have been living in and by the chemical and elec-
tronic laboratory for nearly a generation, and have
used plastics, synthetic rubber and textiles, vitamin
extracts, hormones, new organic materials and new
metals in our everyday life, or in war. It is easy
to imagine how this second Industrial Revolution
has made, or will make, the process of production
an unlimited, inexhaustible universal and complete-
ly flexible flow of atomic and molecular materials
and energy, unrestricted by natural resources to any
part of the world, and less and less dependent upon
time, labor and fixed plant. It is easy to under-
stand, too, how the idea, hope or demand for un-
limited, universal, automatic and almost magical
abundance and leisure has emerged anew with this
second age of alchemy.

But few of us are yet able to see clearly what
the transition from a mechanical to a chemical pro-
ductive technology may mean for those economic
institutions and mechanisms—money, wages, sav-
ings, investment, credit, private property and enter-
prise, and foreign trade—which framed the machine
age following the first Industrial Revolution. Still
less are we able to envision its effect upon men
themselves, their growth, vitality and qualities, and
their political ideas and institutions, and interna-
tional relations. It would be foolish to forecast
these consequences in concrete terms, for it is as yet
by no means fantastic or impossible to suppose that
mankind may be destined to destroy itself by some
accident, some deliberate stupidity, or some mistake
in the position of a decimal point, before it has a
chance to answer any of these questions, if it leaves
its life and work wholly in the custody of its scien-
tists and the laboratories, now that they have come
so largely under the control of its politicians.

O FAR as concerns the economic effects upon

the frame of the future, a few things are fairly
clear, though their implications are still superficial,
and I cannot imagine their ultimate consequences.
Much of what is said today about the problems of
postwar reconstruction is significant only in that it
shows a confused groping toward a comprehension
of these changes, but it fails largely because our
thinking in these matters is still shaped by the frame
of the machine age, with its money wage system, its
fixed plant, long-term investment, voluntary em-
ployment and consumption, and free market.

The most general fact we must face is that the
age of alchemy is dissolving, or must ultimately dis-
solve, the monetary mechanism of exchange of goods
and services as we have known it, just as it is dis-
solving and transforming other materials and ma-
chines. It is not merely that we have found the
philosopher’s stone and can make gold or almost
any other element in our laboratories; but that it is
really no longer worth doing, because nothing,
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whether gold or any other material, can be of per-
manent or lasting value to anybody under a tech-
nology of transmutation rather than one of manu-
facture. Even today no one can define with any
confidence or clarity what a dollar is or what it is
worth, in terms of gold or anything else, except in
connection with some specific international transac-
tion or current domestic use; and no one would dare
to guess what it would be worth fifty years from
now for either purpose. Dollars are now being made
not in mints, or even in banks, but in laboratories
and government bureaus. What they are or will be
worth depends mainly upon atoms, chemists and
governments, to some extent still on management,
but hardly at all on labor and land.

So my guess is that as you come to a time when
gold or paper or anything can be made anywhere
of anything else, money as we have been accustomed
to it must be of little or no use as a store of wealth,
and its value will probably tend to disappear. We
can now think of such an event only in terms of
rising prices, or what we call “inflation” or depre-
ciation of the currency; but it may not happen that
way at all, for if things were freely available, with-
out much effort or time, money would be worth little
or nothing, too, except as an arithmetical or ac-
counting convenience, which might be served some
other way, as by some sort of general ration card.
Certainly no one would think of saving any of it.
for it would be terribly subject to the ecrosion of
time and technological change.

As one implication of this process, long-term fixed
interest investment in fixed plant or property seems
likely to disappear, not only because interest will
have no point where money has no value, but be-
cause the value of fixed plant itself must evaporate
very swiftly in a productive system so protean in its
output, flexible in process and fluid in location as
the industry of the alchemic or atomic age is likely
to be. For a while, in a few remote parts of the
planet still struggling to master the methods of
mechanical mass production, a few primitive and
predatory political junk men like Uncle Joe may
continue to collect and cart off pieces of machinery
and set up factories financed with thousand-year
mortgage bonds, or government securities, but so far
as America is concerned even now most of the plants,
machines and productive methods of yesterday are
out of date tomorrow, and whatever form of finan-
cing may be used for them must correspond to the
perishability of such property and its product. Per-
haps the only kind of mortgage bond or any sort of
real property it will be possible to imagine in the
age of alchemy would be some form of general obli-
gation or nominal lien on the national income, re-
sembling public debt. Already the very idea of debt,
public or private, as either a moral obligation or an
economic burden or asset, is regarded as a hangover
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from the old-fashioned frame of the machine age,
with its fixed plant, long-term investments, and ethi-
cal prejudices.

To speak of property at all in an age of automatic
or magical abundance is probably a confusion out
of the past, except perhaps as regards the passing
possessions of purely personal use. Even now a large
and growing part of our consumption, use or owner-
ship of goods and services is communal and com-
pulsory. We all have to lay out a large portion of
our personal money income for things we did not
individually choose to buy or own, whether we use
them or not. The amount of things we are individu-
ally able to use is limited, and it is plausible to ex-
pect that in an era of unlimited and almost effort-
less production an increasing portion of the output
would be bought or provided for us collectively for
communal use.

This is essentially what happens in war, and we
are told often enough today that the same principle
of involuntary collective consumption can and
should be applied in peace, for better purposes. Cur-
rent programs for public works, public housing, com-
munal feeding, free medical, dental and other facili-
ties, reflect this conception of collective consump-
tion and property ownership, and are, after all, only
a natural extension of free compulsory education
and other established economic mechanisms. The
ideas underlying the Full Employment Act are fun-
damentally merely an expression of the drift of
thought in this direction, confased as it is with old-
fashioned conceptions, formulas and phrases carried
over from the machine age, including “free enter-
prise.” Though these things raise many questions
in our minds, it is meaningless to condemn or defend
them, for they flow inescapably from the techno-
logical forces and tendencies I have mentioned, so
far as these may be realized.

SHALL mention only two more implications of

this change in the technological frame of the in-
dustrial future, one of minor and the other of major
importance. The expanding tendency toward col-
lective consumption and the diminishing sense of
property ownership which accompany the cornu-
copia era of modern alchemy must affect our inter-
national as well as internal economic relations, and
especially the mechanism of foreign trade which re-
flected the exchange of natural raw materials and
manufactured goods in the machine age. It seems
plain that this change is already expressed in the
intensified and swiftly spreading impulse to com-
pulsory collectivism in international affairs precipi-
tated by the recent war. But beneath it is the sim-
ple technological fact that, as we have emerged into
the chemical age when it has become possible to
make material, machines and energy of anything
anywhere in the world, the old-fashioned system of






