
Amencan
Tke Economic Record

JULY, 1945 Summer Number Vol. VII, No. 3

Contents
Review and Comment 121

Winds of Opinion 123

"Full Employment" and Freedom in America . . Virgil Jordan 125

The American Menace Garet Garrett 131

Battle of Britain C. T. Revere 138

Tke Future of Foreign Trade James J. Hill 140

Bold Brevities 142

The Right to Borrow E. A. Goldenweiser 143

Adrift on the Deficit Sea. James A. Farley 145

After the War A. P. Herbert 147

Demonstration by Mars Frank E. Hook 148

Books 151
A Kansan in Russia
League of Nations Key to Our Planned World
Now a World System of Planned Societies
Monkey-gland Economics
The Elusive Law of Wages

Yalta Aftermath Isaac Don Levine 163

The Myth of the Mixed Economy Ludwig Mises 169

Deindustrializing Central Europe John Hubert 174

What Price a Planned Economy? Friedrich A. Hayek 178

Notable Excerpts 182



American Affairs is an extension of an earlier periodical
publication, The Economic Record, as a quarterly journal
devoted to the presentation of current thought and opinion
on controversial questions. Its circulation is restricted to
Associates of The Conference Board. Its pages are intention-
ally open to views that provoke debate, and contributions are
invited. The National Industrial Conference Board does not
itself participate in controversy, and does not endorse any of
the ideas presented. All that it does here is to acknowledge the
integrity of the contributors and the good faith of their work.

National Industrial Conference Board, Inc.
247 Park Avenue, New York 17, N. Y.



American Affairs
The Economic Record

GARET GARRETT, Editor

JULY, 1945
Copyright, 19$5, by

National Industrial Conference Board, Inc. VOL. VII, No. 3

Review and Comment
By the Editor

The Great Global Debate

THE exhibit of ideas in this issue suggests that
the pivotal puzzle around which the prevailing

pandemonium of doctrine and policy for the postwar
world revolves is simply this: Is it possible to have
national or international planning, under whatever
trade name—for peace, full employment, prosperity,
security, stability, or any consummation so devoutly
and widely wished—without ultimately eliminating
every form of individual and national freedom?

Beneath the four hundred pages of esoteric exege-
sis and amendment to the decalogue of Dumbarton
Oaks framed by the six thousand scribes at San
Francisco; beneath the clamor of the British elec-
tions; beneath the rumbling mobilization of the
P.A.C.'s labor battalions and the "liberal" brigades
on the Potomac for the Murray full-employment
bill; and in most other places on the smoky planet,
this appears to be the proposition which is being
put to the pros and cons of faith and fear, of fact
and fantasy, of logic and longing once again.

As one listens and reads, the debate seems as old,
and as decisive, as the eternal dialogue of wind and
sea, or the ancient conversations of the Sphinx and
the sands of Sahara. Though it would seem easier
in the modern world than in the time of Aristotle
to demonstrate with almost mathematical finality
that human freedom is irreconcilable with unlim-
ited government, some men still deny it, many don't
know, and most don't care. One sees only the stu-
pendous paradox that after waging and winning the
most destructive war in history in the name of free-
dom, its defenders are everywhere in a smaller
minority than before, and the masses of men among
the victors seem moved to chain themselves, and
their governments, to the chariot of the conquered
foe's intellectual ideas and moral postulates about
the supremacy of the State.

Most of the United Nations have not merely long
since embraced and multiplied Bismarck's social
security system, which he foretold would forge
"golden chains for labor." They have or soon

will have adopted the Nazi principle of compensa-
tory fiscal policy for full employment, Mr. Schacht's
formula for foreign exchange and trade control, Mus-
solini's compulsory organization of management and
labor for industrial peace, and his program of pub-
lic works for prosperity. Nay more, on the most
intimate plane of manners and customs even the
Russian peasant's millinery is now the American
woman's fashion, and the greatest meat-making
nation ships its cattle abroad and lives on a Japa-
nese coolie diet. Thus is illustrated anew the ancient
Hindu proverb that who eats the tiger shall be eaten
by him.

Full Employment in Faith and Fact

IN DOMESTIC affairs the Great Debate proceeds
in the same fogged confusion and conflict of

faith, fact and fancy. Consider Representative
Frank Hook's plea for the full-employment bill,
which we print as the best statement of its support-
ers we have seen. It rests on the hopeful aspiration
that since we have had full employment in war we
can have it in peace without penalty or price, if we
merely posit as public policy the legal right to a
job for everybody, and implement the policy with
enough public spending to supplement private
spending when necessary. With the piety of the apos-
tles he sees it simply as a process of public-spirited
and brotherly cooperation between government,
business and labor, by which the bread of budgetary
deficits is cast upon the waters of free enterprise to
return with good dividends and high wages after not
too many days. He does not see, and probably
would deny or reject, the rest of the syllogism of
government power which proceeds from the premise
and the promise of full employment in peacetime.
Dr. Jordan has spelled it out in plain terms in the
italic passage from his speech on p. 130 and now, by a
curious recantation Marriner Eccles, long eminent
among the minor prophets of the new economic
apocalypse, points to its consequences in his letter
to Senator Wagner about the bill, saying: "The in-
evitable result of forcing a peacetime economy to
the levels of employment and production attained
under the pressures of war would be uncontrollable
inflation and subsequent collapse."
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Magic and the Market

DEEPER still than the issue of employment
policy in this global debate between individ-

ualism and statism lies the enigma of the market-
place, and the problem of what happens to human
freedoms, under any numbering of them, when gov-
ernment imposes upon the free play of competitive
forces its own purposes, whether of power or of
humanitarianism. Hayek told us long ago in the
article we reprint, which was the basis of his "Road
to Serfdom"; and Ludwig Mises explains again in
his speech; but neither quite touches that elusive
axis of mystical imagination or supernatural faith
around which the new religioti or magic of unlimited
governmental power revolves. Many of its devotees
believe not only that the State can "intervene" in
the market, for labor, commodities or money, inter-
nally or internationally, and yet leave everything
else about the economic organization and social
order the same as it was before; they believe also
that systematic and comprehensive intervention in
the market process is necessary or inevitable in the
modern world precisely in order to make competi-
tion work properly, for purposes of social welfare,
stability, peace or security.

Prof. Alvin Hansen's address at the 29th Annual
Meeting of the National Industrial Conference
Board gave a clear exposition of the need and also
the method of this new economic necromancy by
which the market may be made simultaneously
free to enterprise and managed by government. It is
to be done, of course, partly by the familiar paper
money prestidigitation called "compensatory fiscal
policy"—public spending and compulsory consump-
tion—but mainly by using a new semantic tool
which the Professor displayed casually and in pass-
ing on this occasion. It is called "the modernized
market economy," and it will bear watching as it
comes into circulation. These are words with a
career before them, no less in labor and business
circles than in academic and official circles addicted
to the indoor sport of trying to eat one's cake and
keep it.

Paradoxes of Total Peace

THE panorama of that hypergeometric space of
modern polity, where opposites are identical,

and the fourth-dimensional minds of our time move
in ecstatic unconsciousness of inconsistency, now un-
folds itself most fully on the lofty plane of inter-
national planning for peace. It may not matter so
much that to the ordinary eye, in the three-dimen-
sional perspective of history, the global fish-fry at
San Francisco was actually a conference of victors
and their satellite states to divide the spoils of con-
quest—another Congress of Vienna magnified to
planetary scale. The great debate of freedom and
force has here been carried to a higher level than

the mundane concerns of the individual common
man, into the stratosphere where national sover-
eignty and super-statism are the issues. From it we
have now emerged with a new formula for the lib-
erty and security of governments themselves in a
totalitarian world, and we know when, why and how
absolute states vote and fight to keep peace.

It is not merely, as Emery Reves has put it in
his recent book, that the Big Powers are hence-
forth free to behave like gangsters, and the small
nations like prostitutes. It is rather that in a totali-
tarian world, established by a victorious struggle
for human freedoms, only absolute states have rights
to freedom and security or can preserve peace. The
dogma of unlimited government has thereby been
embodied in a new decalogue, documented with
international economic compacts and implemented
with permanent military power beyond the reach of
individual citizens anywhere, which make national
independence or internal freedom practically im-
possible for any peace-loving people who does not
defy it. Under this new international Magna Carta
of freedom, continuous war and perpetual peace
become identical and indistinguishable instru-
ments of domestic policy for total government. And
any nation as strong as America that remains or
tries to remain in any measure free and independent
and at peace must become a permanent menace to
the total peace of a totalitarian world, subject to
punishment by total war.

Freedom from Freedom

THE explanation of these paradoxes that mark
the Great Debate may be that we need more

experience to divide the false from the true, and
have not had enough of it ourselves, or have forgot-
ten what our ancestors had. But in saying the
proposition being debated is planning versus freedom
we may be chasing the wrong rabbit. Perhaps there
is a simpler explanation, more painful to contem-
plate, which is that most men may have ceased
to prefer freedom at all, or may fear it, or even
hate it; and the same may be true of peace as we
imagined it. Freud told us that the instinct for
death is at least as strong as the will to live, and
today men's desperate demand for masters, their
insatiable appetite for security and submission, their
boundless desire for dependence and irresponsibility
may indeed be stronger than once was their hunger
for adventure and danger, or even for food. So who
can say when the Supreme Council of the United
Nations may not issue a ukase characterizing the
practice of freedom or competition as an esoteric
perversion or aristocratic vice (perhaps applying
the word "bourgeois" or "fascist" to it), which must
be suppressed by all peace-loving peoples somewhat
as the quondam League of Nations used to try to
prevent the white-slave traffic?—V. J.
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Winds of Opinion

Full employment is a principle that can be ac-
cepted by all of us. By the majority who oppose
socialism and communism. By the small minor-
ity who favor socialism. By those Americans who
desire government to assume a larger role in the
life of the nation. And by those Americans who
would prefer to see government play a minor role
in the life of the nation. Whatever our differences
—and they are many in a democracy—we can all
unite in common responsibility to achieve a 60,000,-
OOO-job America.—Paul V. McNutt, Chairman of
the War Manpower Commission.

Sooner or later Americans will be forced to move
out of the universe of promises and guarantees and
address themselves to the conditions required for
full, or expanding, or good employment after the
war. Public officials and private authorities on eco-
nomic policies are doing this country a great and
probably lasting disservice by professing to know
precisely how full employment, economic expansion
and rising standards of living can be achieved in
the future. By assuming this air of omniscience,
they are arousing false hopes in the minds of millions
of people and they are diverting attention from
many basic problems, upon whose wise solution the
future economic welfare of this country depends.
—Leo Wolman.

. . . the conservatives are making fools of them-
selves by tying full employment to unrestricted pri-
vate enterprise. They can't possibly maintain full
employment, and they are setting a trap for them-
selves in that, when millions of unemployed reappear,
they will have quite needlessly discredited private
enterprise in the eyes of the plain people.—Dr. Gun-
nar Myrdal, Chairman, Peacetime Planning Com-
mission of Stockholm.

In framing a government which is to be adminis-
tered by men over men, the great difficulty lies in
this: You must first enable the government to con-
trol the governed, and, in the next place, oblige it
to control itself.—Alexander Hamilton (1788).

While we are talking about whether or not govern-
ment can guarantee social and economic rights, it is
fair to ask a question. Have we been taking our
social and economic problems to government and
asking government to solve them? Have we been
shifting our personal and business responsibilities
from our own shoulders onto the shoulders of gov-
ernment? If we have been asking for government
help, for special government consideration, why do

we not expect other people to do so? If we are going
to reconvert government had we not better begin
at home and assume the full social and economic
responsibilities which are our personal obligations?
Otherwise there is no chance to prevent government
from directing every activity.—/. Frank Rushton,
Jr., President of the Birmingham Chamber of Com-
merce.

We must demonstrate here in the United States
that we can not only excel other great nations in the
art of political democracy but also that we are
making rapid progress in the science of reconciling
the political freedoms with the need for full use of
all manpower, all resources, and all technologies on
behalf of the general welfare. We cannot lose an
iota of the traditional freedoms as we learn the
science of full use.—Henry A. Wallace.

Realistically speaking, the trend of the Bretton
Woods Monetary Plan would be away from currency
stability, free exchange and internationalism, and
toward currency debasement, exchange controls,
paper-money standards and monetary nationalism.
In other words, it would be in the direction exactly
opposite to the primary purpose of the Fund as con-
templated by its leading American exponents.—
E. W. Kemmerer.

We have the necessary machinery and the neces-
sary skills and personnel for the required postwar
production. The great void is in the field of ideas.
It is more than a void. There is so much error; there
is so much mental perversion; there is such insanity
in the field of monetary and fiscal policies that the
existence of productive equipment and productive
skills counts for little because they are barred from
operation by these perverted ideas.—William C.
Mullendore.

The experience of the revolution has proved that
the Soviet power is a much higher form of democ-
racy than any other form of power known to history.
. . . He who attempts to solve the problems of the
transition from capitalism to socialism by relying on
the phrases of freedom, equality and democracy in
general discloses his nature as a petty bourgeois
and Philistine.—From an editorial in the Russian
organ Pravda.

The real enemies of our system, the tank traps on
our road to progress, are the misbegotten ideas, these
crops of compassionate ignorance and rebellious mis-


