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Comment
By the Editor

HIS is supposed still to be the one great

capitalistic society surviving in a dollar-
hungry, anticapitalist world. It goes forth to
fight its visible enemy, which is communism,
and finds itself everywhere supporting and
defending its insidious enemy, which is social-
ism. The Socialist countries of Europe say,
“Give us the dollars and we will be your bul-
wark against communism.” The Socialists at
home say, “Give them the dollars, for it is a
common cause, democracy against commu-
nism.” That dollars are used to support social-
ism in Europe gives the American Government
no concern whatever. President Truman says:

“We recognize that each nation has its own
political problems and that it uses different politi-
cal labels and different slogans from those we use
at home. In the same way, nations have different
business practices and different governmental de-
vices for achieving the same economic ends.”

And thus it happens that there is an alliance
between capitalism and socialism, and by the
logic of absurdity this is an alliance between
capitalism and anticapitalism. In those mo-
ments when it looks at what it is doing this
capitalistic society says, “But we are obliged
by the fact that neither at home nor in the
world are there any other allies against com-
munism.” That is fear—fear of Soviet Russia
by a capitalistic society that has in its hands
one half the potential industrial power of the
whole world. Yet it must have allies. And hav-
ing overcome communism in the world with the
help of these allies, what if then it should come
home only to find the face of socialism protrud-
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ing from the skeleton head of a free economy,
like the hag fish that entirely displaces its host
by the simple process of devouring it from
within? Which now is the greater enemy,
socialism or communism? It is impossible to
say for sure. Both hate capitalism and mean to
destroy it, one by methods of violence and the
other by what we have learned to call demo-
cratic means. There is at least this difference,
that whereas a capitalistic society is conscious
of the one that openly threatens its life and
reacts to that threat with mechanisms of self-
defense, it is at the same time very tolerant of
the one that attacks it from inside and com-
fortably devours its entrails.

‘/

QUEER kind of thinking moves over the
world. Its source is in Europe. The
premise is that people, in virtue of being people,
are entitled to a higher standard of well-being;
if they cannot produce it for themselves, never-
theless they are entitled to it, and it must
somehow be provided. Leon Blum, the French
Socialist, makes a typical statement of it in his
newspaper, Populaire. He is looking at Great
Britain with anxiety because if socialism fails
there it may be sunk everywhere. Under a
Socialist regime England is consuming more
than she produces. Because her costs of produc-
tion are high she cannot sell her goods in a com-
petitive world. There are only two ways to
reduce the costs of production. One is to in-
crease your efficiency, but that takes time; the
immediate way is to get more work for a week’s
wage, but that would mean longer hours, fewer
social benefits and a lower standard of living
for labor, and labor will not have it. That way
is politically impossible. So if it is politically
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impossible to reduce the costs of production,
does it follow that it is politically necessary for
England to go on being a deficit nation, con-
suming more than she can afford to buy? That
is the riddle to which Mr. Blum addresses
himself. He says:

“If the excess in British production costs re-
sults from an excess in profits and inferiority of
technique and specialized labor, then the laws of
competition are properly favoring Belgium. In
that case Belgium and the United States are
right. But if the excess costs in Britain are rather
due to the fact that the standard of living of the
British worker has been brought to a level supe-
rior to that of the Belgian worker, and to the fact
that social costs weigh more heavily on British
production, and to the fact that there is full em-
ployment in Britain and partial unemployment in
Belgium, then the laws of ‘liberal’ competition are
resulting in the worst form of iniquity. In that
case there is no doubt that Britain is in the right.”

Belgium is hateful to Mr. Blum because it ac-
cepts a competitive world. The Belgians pro-
duce more than they consume and have a sur-
plus to sell. Their difficulty is that Belgium is
surrounded by deficit nations who cannot
afford to buy her surplus. Now if England is
right and Belgium is wrong, what can be done
about it? Shall British labor be obliged to meet
the competition of Belgian labor or shall the
Belgian Government provide a higher state of
well-being for its people, add the cost of it to
her prices, and then, having priced herself out
of the world market, become a deficit nation

like England? Ah, says Mr. Blum—

“This question is extremely grave and it is ap-
pearing more and more with the development of
European and international planning. Can it be
admitted that the country that gives its workers
the least advantageous conditions and thereby
assures itself of the lowest production costs should
profit thereby in international competition? That
is the question that has developed in the Organ-
ization for European Economic Cooperation.”

Mr. Blum’s reasoning seems to be something
like this: If competition were abolished the
problem of a welfare state would be very simple.
Between a balanced budget and a social deficit
it need not hesitate. It would put welfare first.
It would not ask: “How much welfare can we
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afford?” It would say: “We are entitled to a
certain degree of well-being and the world must
somehow provide it.”” This way of thinking has
no doubt been encouraged by the manner in
which the United States has shared its surplus
with the deficit nations of Europe. When they as-
sume that somehow the world will provide them
the kind of living to which they areentitled it is
the American surplus and the American dollar
they think of, as when Mr. Sean MacBride, the
Irish Foreign Minister, said at a meeting of the

Marshall Plan Council:

“The United States has a surplus of goods
which is ever growing. That is the great fact we
have to face if we desire to escape the depression
that is threatening. We must utilize this surplus
or else perish.”

V

T is easier to see what has happened to the
European mind than to realize that the

American mind begins to be beguiled by the

same way of thinking. It is the President who
now expounds the idea that there are ‘“social
deficits that would be more serious than a
temporary deficit in the federal budget.”
(Midyear Economic Report of the President,
Page 8.) What are social deficits, according to
this idea, and how do they occur? Social deficits
occur when from fear of overspending or of
running into debt, the government curtails its
welfare program and omits to do anything that
it ought to do toward promoting prosperity,
well-being and human happiness. In his radio
speech to the people on the social meaning of
the Midyear Economic Report, Mr. Truman
said:

“There are men of little vision who say we
ought not to go on doing these things. They say
they cost too much. They say we are wasting
money. The truth is that an investment in the
future of America is not a waste of money. The
dollars we put into our rivers and our power plants
will be repaid to us in fruitful valleysand prosper-
ous communities. Expenditures for the health and
education of our children will yield us untold
dividends in human happiness.”

That is to say, if the government cannot con-
tinue its welfare program and at the same time
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keep its budget balanced, so much the worse
for the budget. The question is not whether we
can afford to increase our expenditures for
welfare works. We must ask ourselves only this
question: “Shall we advance in welfare?”” The
President says:

“T do not like to have a government deficit but
still less do I want to injure the economic health
of the country.”

In the greatest boom year the country ever
knew the government could not balance its
budget because there were so many desirable
things to do for the social welfare. Then when
the recession comes and revenues begin to fall,
it has to give up the idea of balancing the
budget, not only because to reduce social ex-
penditures would create social deficits, but
because, moreover, it will be bad for the
economy. The President said:

“To slash government expenditures now, would
add to the downward trend. The people who un-
wisely urge that government expenditures be
slashed are for the most part the very same people
who have long been opposing our social programs
and our resource-development programs. They
have resisted such things as social security, hous-
ing, the minimum-wage law, and public power
development from the very beginning. They have
opposed every improvement in these programs.
In the long run, these programs are not only
necessary to the welfare of the country —they are
necessary if we are to balance the budget.”

Then he adds, as an afterthought:

“The fact that public expenditures of federal,
state, and local governments are running at a
rate of close to $60 billion a year is itself an ele-
ment of great stability in the present situation.”

This is to say to the people: “It is better for
your welfare to let the government spend your
money than to do with it what you would.” If
that is not good Furopean doctrine, what is
it? Yet when European Socialists meet social-
ism returning to them from what they suppose
to be a capitalist country, the milk of brother-
hood may turn a little sour. Here is the Foreign
Minister of Great Britain complaining that the
American Government’s progress toward the
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welfare state is hurting England. How? He
tells how:

“This so-called welfare state has developed
everywhere. The U.S.A. is as much a welfare
state as we are. Only it is a different form. One
of our difficulties in maintaining a balance of
trade payments today is the fact that the U.S.A.,
in carrying out its welfare policy, has given basic
prices to agriculture. I do not object. I think it is
right. But on our side we have not yet worked out
basic prices for commodities in the return way.”

For Europe to add the cost of socialism to what
she sells—that is all right, and the world ought
to be happy to pay the price; but when the
cost of American socialism is added to the
price of what Europe buys that is not so good.
If we should stop providing Europe with free
dollars, it would be positively bad. Leon
Blum’s solution no doubt would be a complete
Socialist world, with all countries equally in-
solvent and all resolved to promote the welfare
of mankind by deficit spending. All that is left
out of this fantasy is a Marshall Plan forever.
Who will provide that?

‘/

OW big is big and who will give the
dimensions of it? Rationally, this is a
silly question, like the Sunday School riddle—
“Could God make a stone so big He couldn’t
lift it?”’ It belongs to juvenile debate and might
be so dismissed if it were not politically im-
portant. It is politically important for two
reasons—one, that bigness is the demagogue’s
most useful satan, and, second, that govern-
ment has undertaken to find the answer. There
is no law against bigness. Therefore, you do not
attack it directly. The procedure is to associate
bigness with monopoly and then attack it as
monopoly, which nobody defends. The Judi-
ciary Committee of the House of Representa-
tives has appointed a subcommittee to investi-
gate monopoly. It has the blessing of the
Administration. In a letter to the chairman,
the President said:

“To a greater extent than ever before, whole
industries are dominated by one or a few large
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organizations which can restrict production in the
interest of higher profits and thus reduce em-
ployment and purchasing power.”

A few days after having filed his antitrust suit
against the du Ponts of Delaware, the Attor-
ney General, Mr. Tom Clark, appeared before
the committee as a witness and said:

“Today monopoly power in this nation seldom
shows up in the form of one huge business domi-
nating an entire industry. Instead, it is to be
found in those industries controlled by a few large
companies—the Big Threes or the Big Fours—
following policies and practices which avoid any
real competition among themselves and which at
the same time enable them to maintain their
dominant positions.”

Who are these Big Threes and Big Fours that,
according to the Attorney General, destroy
competition, and according to the President,
destroy purchasing power in order to keep their
prices up? In the motor industry the Big Three
are General Motors, Chrysler and Ford. But
the motor industry was already very big and
supposed to be a closed world when Walter
Chrysler crashed it with a shoestring and came
in a few years to be one of the Big Three where
formerly there had been only the Big Two.
Anybody can still crash the motor industry, as
Mr. Kaiser did recently; and anybody who can
make a better car for the same money will suc-
ceed, for anything the Big Three can do about
it. But who is free to crash the labor monopo-
lies, such as the one conducted by Mr. Lewis,
who decrees a three-day work week (409 un-
employment) in the soft coal mines to restrict
production in order that higher prices and
higher wages may be maintained?

»

IGNESS is born in the American gristle.

If that were not so this would not be a big
country. There is a difference between a large
country and a big country. A very large coun-
try like China may be full of littleness but no
aggregate of littleness makes bigness like the
bigness of a big country. This is something no
European can comprehend. Some German
engineers passing the Statue of Liberty and
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looking for the first time at the New York sky-
line said, “Well, since you were going to make
it so high why didn’t you make it higher?”” In a
few years Europe began to have tall buildings,
too, having seen them here, but by that time
the New York skyline was much higher, and
not for any economic reason. If a farmer makes
a killing with ten acres of spinach he will plant
the next year fifty and begin to think of ship-
ping spinach by the trainload. If a man is suc-
cessful with one grocery store he wants two,
and when he has two he wants a chain. A man
with one truck wants ten, each one bigger, and
when he has ten he dreams of a transcontinen-
tal fleet that will worry the railroads. Not so
many years ago the railroads represented the
only bigness the people feared. Laws were
passed to limit their power; then laws to keep
them from growing bigger by a process of
accretion. In the Northern Securities case the
Supreme Court decided that one big system
must dissolve itself, not because it had done
anything wrong but because it was too big
and possessed too much power for evil if it
should ever become evil minded. But what
happened to the railroads was nothing the law
could do, but two new unforeseen forms of com-
petitive transportation, namely, the motor
vehicle and aviation.

|7

UT see how it works if you let it work.
When the old wagon freighter saw the

first railroad he must have said to himself, pro-
vided he had the imagination to believe it:
“Well, that’s the end of me. No teamster can
compete with a locomotive.” He was right. No
teamster could. What became of him is not
remembered; in fact, it was not noticed at the
time because, for one reason, there was no wel-
fare state to worry about him. He disappeared
without trace. For nearly 100 years transporta-
tion was big business, and not for the individ-
ual. Then came the motor car industry, the
sudden bigness of which made it possible for
any individual to borrow money to buy a truck
and compete with the most powerful railroad
system. Thus bigness of another kind broke
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transportation down again into the hands of
the individual, needing no more capital to start
with than the old wagon freighter who van-
ished. When, nearly fifty years ago, the United
States Steel Corporation was formed, it was the
biggest thing of its kind in the world, a new
image of bigness. Everybody said of course
that was the end of the little steelmaker. Then
a man named Weir bought an old tin plate mill
in West Virginia, tied it together with baling
wire, and began to compete. He had to buy his
steel from the United States Steel Corporation,
which annoyed him, so he began to roll his own
steel. Now the Weirton Steel Company is one
of the big independents; and among the inde-
pendent steel makers the Attorney General
may find the Big Three or Big Four, notwith-
standing the fact that the United States Steel
Corporation has all the time been getting
bigger too. So what is wrong with bigness in a
big country, where every little thing wants to
be big and every big thing wants to be bigger
still? Nothing. At least nothing until now. And
if what has been true until now is no longer
true it is not the fault of bigness. Nor is it the
fault of bigness if it is true, as many believe,
that the road now is harder for little things
than for big things—harder for little things to
flourish and to grow larger, even to live. For
the explanation of that you might look at the
fact that wage differentials in favor of the little
man have been largely abolished by industry-
wide wage structures imposed by the labor
monopoly, and at the fact that it is no longer
possible for a little man to plow back his
profits into the property. Whereas once he
could put them all back, now he has to divide
them with big government. Hitherto in
business and industry, in one climate, in all
weather, under one sun, big and little things
have lived together as in nature; competing
together, yes, and yet maintaining somehow a
symbiotic relationship. The small merchant
has not been destroyed by the department
store, by the chain or by the mail order house,
but merchandising has been greatly improved.
There never was a time when the United States
Steel Corporation did not wish for more little
steelmakers to take over the business of mak-
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ing small bundles of special shapes because that
kind of business got in the way of making steel
rails, standard structural forms and basic mate-
rials. Nature experimented with gigantic forms
and gave most of them up, finding at last an
optimum range from big to little. For business
and industry there is probably an optimum
limit of bigness, and it will find itself, but it will
be relative, not fixed, so long as this continues
to be a big country, notwithstanding the
opinion of Mr. Justice Douglas in a recent anti-
trust case that—

“Size should be jealously watched. In the final
analysis, size is the measure of the power of a
handful of men over our economy. That power
can be utilized with lightning speed. It can be

benign or it can be dangerous. The philosophy of
the Sherman Act is that it should not exist. . . .”

The subcommittee of the House Judiciary
Committee took pains to get that into its
record. But what is size?

|7 4

At the Toll Gate

HE way to Heights Unknown is danger-

ous. It is for those who are strong and
young, with a spirit of high adventure, to whom
the air of freedom is wine and who find joy in
overcoming great obstacles. Where are they
going? They haven’t time to tell you.

At a very rough spot there is a road bearing
to the left. The sign there reads: “T'o Security.
Delightful coasting—idyllic scenery.”

People who take the left road find it lovely
for awhile. The leader who persuaded them to
it calls back from the driver’s seat: “Isn’t this
better?”” There is a chorus saying yes. The road
is still smooth and all downhill, but as the speed
increases some begin to call for brakes. The
driver says: ‘““There is nothing to fear but fear.
That sensation of speed is owing to the winds of
reaction rushing by.” Someone asks: “What
was that?” It was a sign nobody could read.
Then comes a sign saying: ‘“Toll gate ahead.”

At the toll gate the collector says: “Your
freedoms, please.” When they begin to protest
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he says: “Only your unnecessary freedoms.
When you arrive at Security you won’t need
them any more.”

Some say: “Let’s go back.”

The collector says: “You passed a sign you
did not read. Everybody does that. The sign
says, ‘You are now passing the point of no re-
turn.’”

Some say: “But we are still free. We can go
back if we will.”

The collector says: “The sign doesn’t mean
you can’t. It means that you won’t.”

They wonder at this and ask why not.

He says: “Those who leave the hard and
dangerous way never find it again, and if they
did they would not know it, because the spell
is broken. It is a long way back to where you
think it is, all uphill, and then it isn’t there.
Talk it over.”

They talk it over. The rugged minority still
wants to go back, only it cannot go back alone.
The majority decides to go on. It is easier to go
on than to go back.

So the British have discovered. Ever since
the rise of the Socialists to power the Conserva-
tive Party has been bitterly denouncing the
nationalization of industry, the strangulation
of private enterprise, the prodigal expenditures
for social welfare and the fallacy of the guaran-
teed minimum life. Now, expecting an election
in the near future, the Conservative Party an-
nounces the platform on which it will go to the
people. The platform does not say, “Let us go
back.” It says that if the Conservative Party
is elected it will—

1. Restore free enterprise, only where it s
practicable.
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2. Let industries that are already socialized
stay socialized, because any other course
would cause too much discord.

3. Continue foreign exchange and import
controls so long as may be necessary.

4. Safeguard the economy against internal
fluctuations by fiscal policy and control of in-
vestments.

5. Restore freedom of choice to consumers
and producers, within the limits of basic public
interest.

6. Consider state trading not as an evil but
on its merits—does it help or hinder the econ-
omy?

7. Permit commodity markets to be open
and to operate, within the limits of existing
foreign exchange controls.

8. Give the farmer guaranteed prices and
guaranteed markets and provide subsidies to
improve farm living.

9. Continue rationing and price control un-
til the prime necessaries of life are within every-
one’s reach.

10. Encourage private enterprise to meet
part of the need for houses to rent, with local
government continuing to provide housing at
subsidized rents.

11. Continue rent control so long as there is
a scarcity of housing.

12. Maintain the scope, the range and the
rates of benefit of all the social security serv-
ices. It pledges itself to do them no injury.

“The Conservative Party,” says The Times
(London), “accepts the welfare state with all its
implications. It will try to keep wages at their
present level and to maintain—or even to in-
crease—social services.”

The Shorter Catechism once had it that “I am a child of sin and the
heir of Hell.” The new catechism asserts that I am a child of the govern-
ment and the heir of my neighbor’s industry and prudence. This is the
deadly epidemic sweeping through the land today, beside which the
drought and the dust storms are but trifling episodes.—Dr. Isaiah

Bowman.
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Winds of Opinion

Serving the national interest through interna-
tional aid has become one of the biggest operations
of the United States economy.—Depariment of
State Bulletin.

Every Soviet soldier who can buy a watch in
Europe has to be watched on his return to Russia
against the possibility of rebellion and insurrection.
— Monsignor Fulton J. Sheen.

I think we are still in the pioneering stage as far
as our American system is concerned. There is just
no comparison, just no second, and yet I think it is
only the beginning.—Charles E. Wilson, President of
General Electric.

We dare not flutter between convenient paths
when the world is following our footsteps. Our steps
must be better measured than ever before in our
history. They must be taken with knowledge of
their risks, their benefits, their costs—the power
they will require if we are to move sturdily and
progressively forward. Vacillation is not conducive
to a leading role in world affairs. For when we ap-
peal throughout the world to men of good faith to
stand bravely and at our side, we are asking them to
risk their lives on the good faith of our pronounce-
ments.—General Omar N. Bradley.

Communists are Socialists who take Socialism
seriously. —From ““Pax Britannica,” by I. A. Voigt.

Indeed, this country is better off with than with-
out a national debt. Consider what would happen to
banks, insurance companies and the supply of
money should the debt suddenly evaporate.—
Professor Seymour E. Harris, expounding the New
Economics.

The program of the present American administra-
tion parallels the program of the British Labor party
in almost every detail, with only this difference. The
American administration attempts to hide the truth
about subsidies under carefully formed phrases, and
to disguise the fact that its program is the creation
of national socialism by the same kind of figures of
speech the Russians use when they call a collectiv-

ized state a “people’s democracy.” It is a bitter
experience to admit that an American administra-
tion will not treat its people with the same honesty
with which the British administration faces its
people. Because of this, it becomes necessary for the
opposition groups among the American people to
proclaim the truth which the Administration will
not state—that the payment of subsidies is the
foundation of the welfare state, and that the welfare
state is the foundation of socialism.— The Reverend
Russell J. Clinchy, Hartford, Connecticut.

Overspending, overtaxing and overdependence on
the state—these are the great democratic weak-
nesses. They can do a lot more to pave the way for a
Communist triumph than all the Red conspirators
can do to us. And the tragedy is that we do these
things to ourselves.—E. T. Leech in the New York
World Telegram.

The plain and stark truth is that if we, at a time
of high prosperity, deliberately embark on a pro-
gram of deficit spending, it is doubtful —very doubt-
ful —that the budget of the United States Govern-
ment will ever be balanced until our fiscal system is
destroyed and we undergo the terrific hardships of
the reestablishment of a solvent currency.—Senator
Harry F. Byrd.

We have hypnotized ourselves into believing that
the very fact we have many schools, including many
good schools and many free schools, and that we are
graduating numerous young people into commerce,
trades, technology, and home life with a so-called
education, necessarily means we have a better
world, or at least better people in the same old
world. I ask you to consider a few very simple facts,
like the one that in the period between 1910 and
1950 the world built the largest number of colleges
and turned out the largest number of graduates, but
had the two worst wars in world history and the
worst depression.—Leo A. Lerner.

If over the next ten years we can maintain the
degree of stability and the rate of economic growth
which our resources and our know-how entitle us to,
our total national income over the decade measured
in uniform dollars will be about 400 billion dollars
higher than if we should level off at the current rate
of production. It will be about 800 billion dollars
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higher than if we should go through the traditional
pattern of boom and bust and slow recovery which
characterized the years from 1929 to 1939.— Leon
H. Keyserling, Vice Chairman of the President’s
Council of Economic Advisers.

With every new assumption of responsibility by
the State, it becomes more difficult to conceal the
fact that trade unionism and economic planning
pull different ways. If once the conviction grows
that there is permanent opposition between the
trade union movement and the State, between the
workers’ prospects of exacting advantages from the
community and the government’s policy of general
planning in the interests of the community as a
whole, the “natural” identification of the working
class majority with the Socialist Labor Party is
likely to wear very thin.— The Economist, London.

The Labor Member of Parliament who recently
complained that neither the miner nor the railway
worker had any more control now over the running
of the mines or of the railways than he had before
these industries were nationalized obviously con-
templates a state of affairs in which any industry
would be run not for the benefit of the community
at large but simply to suit the convenience of the
worker engaged in it.— The London Statist.

For talent and effectiveness in getting their
causes favorably publicized, the current “left”
groups far surpass advocates of the “moderate”
viewpoint, reversing the situation that long pre-
vailed in this country before 1934. The left groups,
especially labor unions, are recruiting subtle, clever
young people from what seems to be a bumper
collegiate crop steadily produced by professors with
a radical bias. Book and other critical reviewing,
letters-to-the-editor, as well as syndicated Washing-
ton press and radio comment, reflect this aspect of
the era.— Arthur Krock, in The New York Times.

Both political parties are bankrupt as far as high
and proper standards of leadership are concerned.
Both are busy day and night seeking to please self-
serving pressure groups, with the consequence that
the people of the United States are being sold down
the river to the slavery of socialism. It seems reason-
ably clear that the only hope to save our people
from socialism and obtain a sound currency again
lies in the creation of a nation-wide organization to
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which people of understanding and integrity can
repair.—Dr. Walter E. Spahr.

Stated simply, the problem is that in this country
a college education costs more than it can be sold
for. If we lump together all private American col-
leges and universities, the average income from
tuitions and receipts is about two thirds of the cost
of a sheepskin.—Fordham University Alumni Asso-
ciation.

Suppose you did not have these billions of dollars
to put up, then what would you do? Suppose that
you were busted like every other country in the
world, what would you do? You would get along
without the billions just like they do.— Representa-
tive Crawford of Michigan.

I think it fair to make the generality that the
unions come into their negotiations better prepared
with statistics than the employers.—Cyrus S.
Ching, Director of the Federal Mediation and Con-
ciliation Service.

We are about the only nation in the world today
which can have a decent depression. I visited China,
India, Siam, Burma, Indonesia, and others, and
went into the small houses of the inhabitants, saw
how they lived, and how they worked in their little
workshops, where, with their hands, they whittle
things out of ivory and various other materials they
are able to get. Their situation is pitiful. They are
on the ground economically already; they could not
have a depression. If the 145,000,000 American
people agree to divide their wealth with the world,
and the 2,000,000,000 people in the remainder of the
world agree to share their poverty with us, the
standard of living of the average American citizen
could be one sixth of what it is today when the final
leveling takes place.—Senator Malone.

I am amazed that so many men in the Christian
ministry do not see the ultimate immorality of the
welfare state. It is finally and politically based on
this question: “What is my fair share of what you
have earned?” The pulpit condemns a candidate
who gives his own money for a vote. That is bribery.
But when the candidate asks for the vote of A on
the ground that he will take money from B to give
to A, he is acclaimed a great humanitarian. Thus the
wants of rogues become the rights of man!—
Samuel B. Pettengill.

In every country in the world are millions of
people who have been led to believe that the United
States is pledged to solve all their problems and
wash away their worries.—Bruce Barton.
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The Marxian Sign in American Banking

*By W. Randolph Burgess
Chairman of the Executive Committee of the
National City Bank

FTER nearly thirty-five years of operation, the

Federal Reserve System is threatened with

danger. It is threatened by the kind of thinking that

created totalitarianism in Germany and Russia and

socialism in England, by the reasoning that effi-

ciency calls for concentrating power in bureaus in
Washington.

This is a danger not for banking alone but for the
whole country. It was the principle of Karl Marx
that if a group of men could get control of the
credit resources of the country, they could control
the whole country.

The seemingly logical move to solve our money
problems by greater concentration of power over
credit in Washington and in political hands is sub-

* Conclusion of a lecture at the Graduate School of Banking,
Rutgers University.

versive of the principles of our democracy. If the
bankers of the country do not defend the System
from this danger, no one else can or will.

It would be easy to leave this statement as a
negative plea, opposing all controls. The positive
side of it is a reaffirmation of the need for vigorous
monetary management as the most powerful and
best instrument government possesses for moderat-
ing business fluctuations. Its effective use depends
on the time-honored powers to influence the cost
and volume of credit rather than on detailed control.

The use of these powers in turn depends on a
revitalized Federal Reserve System with growing
independence of Treasury policies as the war re-
cedes into the past. The effectiveness of credit
policies also will be greatly enhanced as they be-
come cooperative national policies rather than sur-
prise moves imposed by a Washington agency. In
bringing this about, bankers have themselves an
equal responsibility with the Reserve System.

Vesting Day

By Permission of Punch

ODAY I was fully nationalized. They came to
my garden gate,
They said that my life was once my own, but now it
belonged to the State.
It seems I had once a body and soul, though the
latter had owned its Lord,
But now they were mine no longer; they had vested
me in a Board.

I asked them who was the master now of my body
and my soul,

And they said that the Board had granted me a
measure of self-control;

But the Minister’s eye was on me. He would surely
have me sacked

If T did not live in conformity with the Clauses of
the Act.

I asked them to read the Act to me, and then I
would do my best.

They stared in extreme astonishment, they laughed
like men possessed.

They patted me on the shoulder, they said that I
must not fret;

The Act was passed in entirety, but it was not
drafted yet.

They had made one great concession (they said in a
kindly tone):

My income had been nationalized, but my debts
were still my own.

My debts were my private property, they must all
be fully paid,

But I must not beg nor borrow nor steal, nor make
a profit in Trade.

O Sirs, I said, you are very kind to a sinner such
as I,

But how can I hope to pay my debts if I cannot sell
and buy?

They said I misunderstood them (and they sounded
a trifle cross);

I might buy and sell as much as I liked, as long as 1
made a loss.

I said I should go and find a job, for I never was one
to shirk;

But they said I must join a union before I could
start to work.

And then, of course (as I should have known if I
weren’t such a blinking snob),

I couldn’t belong to a union until I was in a job.

I was not allowed to go abroad, though I knew no
useful trade,

For only the skilled could emigrate, and only the
useless stayed.

I could draw my unemployment pay, and sit all day
in the sun,

For now I was fully nationalized, and Justice Had

Been Done. R. P. LisTER
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At
The World’s Bedside

The Disease Is Not Dollar Shortage « Some
Facts People Have Not Yet Faced « Overthrow

of Europe’s Ancient Supremacy

By Garet Garrett

pean mind has had but one diagnosis of

the world’s economic sickness. The dis-
ease is Dollar Shortage. Three cures have been
proposed, namely, (1) dollars, (2) dollars
enough, (8) more dollars.

This country has accepted both the diagnosis
and the role of dollar physician. If dollars
could do it, that was our part.

First, there was a profound meeting of politi-
cal and economic minds at Bretton Woods. It
brought forth two charters. One was a charter
for the International Monetary Fund, which
was to stabilize the currencies of the world and
make them freely exchangeable oneforanother.
The other charter created the International
Bank for Reconstruction and Development,
called also the World Bank, which was to
create one great pool of capital resources
(principally, of course, dollars) and distribute
them all over the world, agreeably to the needs,
good faith and solvency of the borrowers. To
these two institutions the American Govern-
ment’s subscription was nearly $6 billion.

Did it work?

From the International Monetary Fund,
which was to have stabilized the currencies of
the world, has resulted the worst monetary
chaos in the long story of man’s folly with
money; and international trade for that reason
has been terribly handicapped in a world crying
for trade. Each member of the International
Monetary Fund was permitted to fix the value
of its own currency in terms of the dollar, as,

SINCE the end of World War II the Euro-

for example, the British saying the pound
sterling should be worth four dollars; and since
they were all thinking of dollars as curative
magic, whether they were going to trade for
them, borrow them or get them for nothing,
they all with one accord valued their own cur-
rencies too high in terms of the dollar, so that
never afterward was there a true international
price for any money except in the black mar-
kets. And as for the International Bank for
Reconstruction and Development, which was
to have made the pooled resources of the world
available in an equitable manner to all bor-
rowers, its activities have been hardly worth
reporting, because borrowing nations with good
collateral have not needed its offices and to
nations without good collateral the door was
closed. Moreover, why should a borrower go to
the World Bank to borrow at interest when, if
it waited, it could get the money from the
American government for nothing?

ECONDLY, the ink was still wet on these

Bretton Woods treaties when it appeared
that something special would have to be done
to provide Great Britain with dollars. So then
the Anglo-American Loan Agreement, under
which Great Britain got a clear loan of $334
billion, together with concessions and surplus
property that brought the total up to $4.4
billion. She said that was enough to put her on
her feet and make her self-supporting in five
years. Moreover, she would make dollars and
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pounds sterling interchangeable in a free way,
instead of draining all the dollars out of the
sterling area and keeping them for herself, as
she had been doing. (The sterling area is all that
part of the world where Great Britain can buy
with her own money—and, as the National
City Bank says: “an association of countries
within which, generally speaking, the pound
sterling arising from current trade and service
transactions is freely convertible. At the
present time the sterling area consists of the
British Commonwealth countries, Canada ex-
cepted, together with Eire, Iraq, Iceland, and
Burma.”)

Did that work?

A credit that was to be drawn gradually over
a period of five years was exhausted in the
second year, the attempt to make dollars and
pounds sterling interchangeable had disas-
trously broken down, because everybody with
a pound sterling wanted four dollars for it and
nobody with four dollars would give them for
one pound sterling—and Great Britain was
worse off than before.

The British then said the loan was too small
—the dollars were not enough—and that came
somehow to be the Americans’ fault. In fact,
the Europeans’ naming of the disease as Dollar
Shortage gave all the time the inflection that
the primary cause of the world’s trouble was
the American government’s niggardly be-
havior. The London Economist said:

“. . . the fault for the present crisis—if fault
there must be—is far more America’s than
Britain’s. The loan was far too small when it was
made, as the British pointed out. . . . Contribu-
tory negligence there has certainly been on the
British side, but it has been of smaller impor-
tance.”

Nevertheless, only eighteen months before,
Lord Keynes himself, who had negotiated the
loan in Washington and afterward reported it
to the House of Lords, said it was enough and
would bring the British through if they were
careful of it; and he added that it was perhaps
better to have just enough than too much, be-
cause if they had more than enough they would
not be as self-helpful as they ought to be.

In any case, there was the dollar crisis still,
stark and real, and more acute than ever. Europe
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kept asking: “Are you going to let us down
for want of dollars?” England kept asking:
“Will you see the great British Common-
wealth fall to save your dollars? It will be
worse for you if you do. As a Socialist Govern-
ment we now stand as your principal bulwark
against communism in Europe. Where will you
find another ally like this one, and one that you
can save with dollars?”’

HE use of these sayings was to move the
Americans, and they were moved, but
much more by their emotions than by any under-
standing. Such terms as dollar crisis, dollar gap
and Europe’s imbalance of payments caused
them to think of the situation as if they were
dealing with monetary phenomena, and that
was very confusing because the nature of the
dollar crisis was not monetary. The explanation
of it was simple.

Europe was consuming more than she was
able to produce for herself and looking to
America to make up the difference. Great
Britain, with her new Socialist Government,
was resolved to have a Welfare State—com-
plete social security for everyone, a higher
standard of living for the poor, food subsidies
for the consumer, subsidized housing, free
medicine, the socialization of her principal
industries for labor’s benefit—whether she
could afford it or not.

So it was that when Europe asked the United
States to take care of her dollar deficit or the
disequaltbrium of her trade with the Western
Hemisphere or her embalance of payments, what
she really was saying all the time to this coun-
try was: “You are the great surplus country in
the world. You have more than you need for
yourself. To save Europe from chaos you must
share your wealth with us.” And to make it
seem a little less bald she added: “For your own
sake you are obliged to do this, for if you can-
not dispose of your surplus abroad it will drive
you into depression. If we cannot afford to buy
it from you it will be necessary for you to give
it to us, and for anything we know to the con-
trary, this dollar shortage may be permanent.”

The one sure way to have cured the world’s
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dollar crisis at any time in the past four years
would have been to tow the United States into
the middle of the Pacific and sink it with-
out trace. What would have happened then?
Well, then Europe would have had to live on
what she could produce for herself. British
labor, for example, might have had to take a
lower wage, or the same wage for more work,
and accept a standard of living not higher than
that to which it had been accustomed before.
Certainly Europe would not have perished. In
some ways she might have been better off. The
nightmare of American competition would
have vanished. Great Britain might have been
able to sell her high-priced goods all over the
world and the pound sterling would have been
once more the paramount money of interna-
tional exchange.

The Communists might have overrun Eu-
rope, but even as to that, if Europe’s political
predictions are no better founded than her
economic foresight, one may think it doubtful.
In any case, that is not a monetary problem.

But in no event were we going to let Europe
down for want of dollars. Maybe they were
right. Maybe we had underestimated the job.
And so, thirdly, came the Marshall Plan.

F now we think the principal justification
of the Marshall Plan to be that it has
stopped communism in Europe—if it has—
that means only that it has turned upside down,
for that certainly is not what it was for in the
beginning. It had at first no political or ideolog-
ical significance whatever. If you doubt this,
read again what the Secretary of State said it
meant, in that famous Sunday evening speech
at Harvard. He said:

“Our policy is directed, not against any coun-
try or doctrine, but against hunger, poverty,
desperation, and chaos. Its purpose should be the
revival of a working economy in the world so as to
permit the emergence of political and social condi-
tions in which free institutions can exist. Such
assistance must not be on a piecemeal basis. Any
assistance that this government may render in
the future should provide a cure rather than a
mere palliative.”

The representation of it as a plan to “con-
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tain” communism came later, after Russia had
refused to cooperate.

If the success of the Marshall Plan be judged
by reference to the first intention, the story
becomes very sad. In announcing the Marshall
Plan the American Government said to Europe,
in effect, this: “We cannot go on doing it bit by
bit. We have tried that and it doesn’t work.
Now all of you get together, estimate your
dollar deficits for a period of years and send us
the figures, and if they are reasonable we will
undertake to provide you with the dollars,
until you can get on your feet and become self-
supporting again.”

That they did at a conference in Paris, where
a council of all European countries was called
to construct the figures the American Govern-
ment wanted and to agree on how to divide up
the dollars. Russia came with her satellites and
then walked out. That left the following sixteen
Marshall Plan countries: Great Britain, France,
Austria, Ttaly, Luxemburg, Belgium, Holland,
Switzerland, Sweden, Denmark, Norway, Ire-
land, Iceland, Greece, Portugal and Turkey.

The intention of the Marshall Plan was
to make them all self-supporting by 1952,
“through a miracle of economic recovery.”
This would require them, with American capi-
tal, to increase their industrial production, to
make for themselves more of the things they
had been buying in the United States, to make
greater use of their own resources, to trade
much more freely with one another, to make
their currencies interchangeable, and above all
to help themselves much more. And while this
European Recovery Program was being moved
through Congress it was added as a strong
selling point that by helping Europe thus to
help herself we should be saving ourselves a
large military bill in the future, because if
Europe were economically strong she could
defend herself against Russia. And for this
total grand purpose we proposed to provide
$17 billion during four years.

Did it work?

N less than a year the Marshall Plan coun-
tries wrote a report saying they had made
a mistake. In 1952, when the aid was to cease,
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there would still be a large dollar deficit. Again,
not enough dollars. That was in the first year.
In the second year the dollar crisis, for Great
Britain at least, was more acute than ever.
Sir Stafford Cripps had upset the Marshall
Plan Council in Europe by demanding for
England a much larger share in the second
year’s money and the London Times said:

“It can indeed be argued that the scale of
American assistance was never sufficient to meet
the real needs, and that the size of the prospective
dollar deficit is the real measure of the gravity of
those needs. There are some who think that this
should be impressed upon American opinion. But
there is another consideration. American public
opinion has been led to expect that the four years
of the Marshall Plan would see Europe able to
dispense with dollar aid by the middle of 1952. It
was on that basis that the plan was accepted with
enthusiasm. And the risk of disillusionment must
not be lightly weighed.”

The London Economast said:

“The truth is that the crisis which the British
did not expect until 1952—and hoped to be pre-
pared for by then—is already upon them. It has
always been recognized that by 1952 the stream
of external assistance—whether by loans or Mar-
shall aid—which has gone on uninterruptedly
since 1945, would have come to an end and the
British by then would have to live on what they
earned in a competitive world. In the long run,
nobody owes the British people a living and the
point must come when they enjoy only that
standard of living for which they are prepared to
work. What had not been expected was that
Britain’s difficulties in paying its way would re-
main so dire that even with Marshall aid, the
books would not be balanced and the eating up of
the reserve would continue unchecked, or might
even be accelerated.”

And after a conference in England in July
between the American Secretary of the Treas-
ury and the British Chancellor of the Ex-
chequer, the dismal failure of the Marshall
Plan to do what it was expected to do was
proclaimed in an official statement issued at
Chequers:

“It was agreed that the general approach to
existing problems must be based upon full recog-
nition of their profound and long-term character.
The difficulties of the past few months were no

more than aggravation of deep-seated maladjust-
ments. All agreed that remedies other than finan-
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cial assistance such as that provided by the
United States and Canada must be explored.”

That was to say simply that the Marshall
Plan was all right so far as it went, only that
it did not go far enough.

In September the British Foreign Minister
and the Chancellor of the Exchequer were in
Washington discussing with the American
government measures beyond the Marshall
Plan to save Great Britain. And as for the idea
that the Marshall Plan, by enabling Europe to
defend itself, was going to save the United
States from an enormous new military expendi-
ture, there had just been ratified the Atlantic
Pact, which calls for a Military Assistance
Program, based entirely on the ground that
without arms, ammunition and other military
assistance from the United States, beyond the
Marshall Plan, Europe would be unable to
defend herself against Russia.

N less than five years—through (a) the

International Monetary Fund to stabilize
the world’s currency; (b) the International
Bank for Reconstruction and Development
which was to provide the world with all the
capital it needed; (c) the loan to Great Britain
which was to save the British Empire and
restore the freedom of world trade; and
(d) the Marshall Plan, which was to make
Europe self-supporting by 1952—the United
States has committed itself to provide, for
Europe alone, approximately $27 billion, and
still it s not enough.

The present state of the world is—

That the natural function of money has
broken down nearly everywhere;

That, instead of having been stabilized and
made freely convertible with one another,
the currencies of the world have been frozen in
artificial exchange tables;

That, owing to the chaos of money, interna-
tional trade has been largely reduced to a
system of primitive barter, conducted between
nations, in the Nazi manner;

That there is hardly anywhere in the world
such a thing as a free price competitively ar-
rived at;






