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Notes on the Contents
More About the World Trade Charter. This is a continuation of a sub-

ject that was opened in the Winter Number of American Affairs
under the title, "American Proposals for a Collectivist World
System." There have been further developments.

Our Illusory Labor Force. L. C. Walker is president of The Shaw-
Walker Company of Muskegon, Michigan. He travels a great deal
with his eyes open. Here he has probably started a discussion of
something that will be either proved or disproved by experience,
and not otherwise.

A Dreary Revolution. Dr. M. J. Bonn is a distinguished elder among
the economists. He has taught and lectured in three countries—
first in Germany, where after World War I he was adviser to the
German Government on reparations; then in Great Britain, where
he became a British subject and belonged to the London School of
Economics, and lastly in the United States. He returned last year
to Great Britain and is now observing the sequels.

Economics in Disgrace. Professor Walter E. Spahr, executive vice
president of the Economists' National Committee on Monetary
Policy, is a grim hunter who has never yet been deceived by the
protective coloring of an economic fallacy.

The Marxian Virus in American Thought. Towner Phelan, vice
president of the St. Louis Union Trust Company, is already known
to the readers of American Affairs. This is the article that was
announced in the Winter Number.

Now Back to Banking. Joseph M. Dodge, president of The Detroit
Bank, is a realist with a long memory. He has not forgotten how the
lights change.

The Closed Shop. Cecil B. De Mille, the well-known producer, is not an
antiunionist; but for several years he has been conducting a one-
man crusade against what he regards as a special form of union
labor tyranny. This is a remarkable paper.

The Money Torrent and the Fifth Horseman. (An American Affairs
Pamphlet.) W. Homer Turner is a member of the New York Bar.
He was assistant chief editor of the fourteenth edition of the
Encyclopedia Britannica in charge of economics, industry, and
applied science. He is also an engineer, a consulting economist, and
author of many monographs on industrial, scientific, and legal prob-
lems. He writes about money from sheer love of the subject.

American Affairs is a quarterly journal of thought and opinion. In that
character it is obliged to touch many subjects that by nature are contro-
versial. Its pages are intentionally open to views and ideas that provoke
debate. By printing them the National Industrial Conference Board does
not endorse them; it undertakes only to acknowledge the integrity of the
contributors and the good faith of their work.
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Review and Comment
By the Editor

THE new governor of New Jersey takes for the
shibboleth of his administration one word. The

word is work. In its negotiations for a new contract
with the United Steelworkers of America the
United States Steel Corporation's first stipulation
was for a fair day's work for a fair day's pay, which
was only a way of saying that the matter now
generally in dispute is not so much the day's pay as
what the worker is willing to give for it. Great
Britain is going to import foreign labor out of the
great European pool of displaced persons, but the
government had first to sell the idea to the Trades
Union Congress and the Trades Union Congress,
under great pressure, accepted it on one condition,
namely, that immigrant labor be subject to the rules
and standards of British labor unions, which means
that the imported labor shall not be permitted to
work harder or longer or give more for a day's pay
than native labor. Before the war, unemployment
was the dread of the world and people felt so help-
less about it that even in free countries many were
willing to entertain the totalitarian solution. The
one good thing that could be said about Hitler was
that in Germany there was no unemployment. How
many times did we hear that? But now everywhere
the acute problem is man power shortage. In Great
Britain, where it has brought the economy to a
crisis, and in Russia, too, it is commonly laid to the
depletion of man power by the war; but it appears
also here, where it cannot be explained by war
casualties. There you have the whole range—a
totalitarian economy, a socialist economy and a
capitalist economy, all three alike in a state of
anxiety over the shortfall of labor. People are con-
tinually exhorted to embrace work, in Russia for the

grand revolutionary design, in England to keep
their country from going over the dam, and in this
country to improve their standard of living; and yet
when the production comes to be counted and
weighed it is disappointing. It is less than it might
have been if what labor force there is had worked,
not harder than ever before, but only as hard as
before the war. In England the want of coal is
desperate, yet with the flag of socialized ownership
flying at the colliery gate the same number of
miners produce less coal than they produced before
for the private boss. Is it a man power shortage? Or
is it something that has happened everywhere in the
world to the spirit of work?

DIRECTIONAL signs are no longer needed,
only mileposts to indicate speed and progress.

Less than two years ago we were debating what was
then called a mixed economy—that is, an economy
half free and half planned. Could it be and would
it work? All of that has gone to the lumber room.
We have a mixed economy. Less than two years ago
American Affairs printed a pamphlet by Bradford
Smith entitled, "Can We Buy Full Employment?"
A violent controversy was then running. The ques-
tion was: Should we follow the British White Paper
on full employment policy? Should we commit our-
selves to the radical social doctrine that it is a
function of government to provide employment
when and if people are unable to keep themselves
employed? Briefly, should we leave control of the
economy to the play of free competition or should
we surrender ultimate control of it to the govern-
ment? That controversy also is at an end, and you
cannot say exactly what happened to it, save that
the Congress enacted an ambiguous law called the
Employment Act of 1946, creating for the President
a Council of Economic Advisers to tell him what the
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government should do to give the economy stability
at a high level of employment. In the first report of
the Council of Economic Advisers to the President
we read:

"The mass of citizens has come to expect and
indeed, as voters, to demand of their Federal
Government a more active role of leadership in
dealing with matters which affect national eco-
nomic life. . . . We must recognize that the practi-
cally sound and individually efficient management
of private farming, manufacturing, transportation,
distribution and banking, and the practical situa-
tions in which active managers must make their
decisions, will not year in and year out add up to
sustained and satisfactorily stabilized total utiliza-
tion of the nation's resources."

Much more significant than the conclusion itself—
the conclusion, namely, that free competitive enter-
prise has been weighed and found to be socially and
economically wanting—is the fact that it passed
almost without notice. Even business accepted it.
Now comes a report entitled, "Maximum Employ-
ment in a Free Society," from the International
Chamber of Commerce. Note the title—how like it
is to the title of the Beveridge book, which was
"Full Employment in a Free Society." The only
difference here is the substitution of maximum for
full. Yet when it appeared only two years ago the
Beveridge book was torn apart by criticism in this
country. It was properly treated as a tract for
socialism and Great Britain very soon thereafter
went socialist. The President of the International
Chamber of Commerce is Winthrop P. Aldrich,
Chairman of the Chase National Bank. The Chair-
man of the Committee on Methods to Maximize
Employment is Paul G. Hoffman, President of the
Studebaker Corporation. The Chairman of the
United States Associates of the International Cham-
ber of Commerce is Philip D. Reed, Chairman of the
General Electric Company. Now in this report of
the International Chamber of Commerce on "Maxi-
mum Employment in a Free Society" we read:

"Great as have been the accomplishments of
free economies, their operation has not been
effective enough. They have been dynamic,
progressive and highly productive, but—"

and

"There are substantial contributions that busi-
ness can make towards the solution of the
unemployment problem. . . . These private
groups, acting individually or jointly, cannot,
however, maintain abundant employment by
their own unaided efforts. Only central govern-
ment, acting in the name of the whole people, has

the means to execute some of the policies needed
to maintain high levels of employment."

Only central government can do it! Who knows
whether central government can do it or not?
Central government has not yet done it, not even
in Great Britain. The only thing now saving Great
Britain from bankruptcy is what still survives of the
surplus power of free competitive enterprise in
America. She says this herself. In the White Paper
on the problems of economic recovery, the British
Government said: "We cannot continually and
indefinitely continue to meet our deficits by external
borrowing." Would you not think that we might at
least postpone the obsequies of the system that has
produced the American power? Those who now are
saying that only a central government can do it all
settle on one complaint against the American sys-
tem. They say it is inherently unstable. So is life
inherently unstable. So are dynamism and progress
unstable. "Stability," said Ford in one of his
moments of inspiration, "what is it? It is a dead
fish floating downstream. The only stability we
know is change."

IN a recent number of the Journal of Political
Economy there was an essay by M. Bronfen-

brenner entitled, "The Dilemma of Liberal Eco-
nomics." What is liberal economics? Mr. Bronfen-
brenner says it can be defined only in contrast with
the doctrines to which it is opposed, and when he
sets these out you see that they are all political and
social doctrines. Conservative economics therefore
would have to be defined in contrast with another
set of political and social doctrines. This is true. And
because it is true the prestige of the profession of
economics declines. If you were going to hire a
physicist or a mathematician or an engineer, you
would concern yourself only with his proficiency in
the science. It would hardly occur to you to ask
about his political religion; it certainly would not
occur to you to ask about that first. Not so with the
economist. If you are a labor organization what you
want is a labor economist. If you are a corporation
you want a free enterprise economist. If you are a
bank you probably want a sound money economist.
The New Deal hired only New Deal economists.
They proved anything the New Deal believed or
imagined. When pump-priming, deficit spending,
and debasement of money had all failed to start a
new spiral of prosperity, as they said it would, they
proceeded to prove that the American economy was
old and static and probably running down and must
at any rate from then on go round and round. This
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was succeeded by a theory of infinite expansibility,
representing the American economy to move by jet
propulsion, ever faster and faster toward the strato-
sphere. You have of course anti-New Deal econo-
mists; also right and left wing economists, Marxian
and anti-Marxian economists, Keynesian and anti-
Keynesian economists, any kind of economist you
want. But suppose you have a school and need
professors to teach economics. What will you do
then? How will you select them? Simon Newcomb
was a great American astronomer. He listened to
people talking about economics until he became
extremely annoyed and turned his own mind to the
subject. The result was a book entitled, "Principles
of Political Economy," which is still the finest
statement there is of the laws that govern the
production and the exchange of wealth, in any
society. Whether he had any political religion or not
you would never know. In this number of American
Affairs there is a piece of bitter writing by Dr.
Walter E. Spahr on what has happened to the pro-
fession of economics. As a science, for want of a
discipline, it is embarrassed; as a priestcraft it is
utterly ruined.

IN this number of American Affairs will be found,
reprinted from Lloyds Bank Review, an essay by

Dr. Jacob Viner, professor of economics at Prince-
ton, that may cause a commotion in the cages. Dr.
Viner thinks that all international proposals so far
advanced for meeting the problems of mass unem-
ployment are either inadequate or futile, or both.
What he offers is the idea of an International Em-
ployment Stabilization Fund, with resources three
or four times greater than those of the World Bank
—"to lend at critical times to the most suitable
applicants, however poor credit risks they may be,
to the extent necessary to get its funds in opera-
tion." Here the means of common language begin to
be somewhat strained. Lending cannot be the right
word for a use of international credit to be governed
by the rule that the worse the risk the greater may
be the suitability of the applicant. Perhaps we
should think of it as unemployment insurance
raised to the global intention. But there is another
difficulty that may not be so easily resolved. Dr.
Viner says that under a free market system the
"main cause of mass unemployment is price and
cost rigidity." Then he adds that monopolies and
rigidities are no longer left to private enterprise; to
maintain them now is "one of the main activities of
government." If that is true, his International Em-
ployment Stabilization Fund might be called a plan
to subsidize the effects of wrong economic policy. It
certainly does not touch the cause of mass unem-

ployment. It is consistent, however, with the cur-
rent doctrine that national prosperity is a delusion
—that there can be only international prosperity.
A prosperous nation, therefore, is obliged to share
its prosperity with others, else it will lose its own.
Specifically, a national full employment policy can-
not stand alone; it has to be related to an interna-
tional full employment policy. One may find an
explicit statement of this position in a large mono-
graph on Public Investment and Full Employment
by the International Labor Office, 1946. It quotes
from its own Philadelphia declaration, made in
1944, that "poverty anywhere constitutes a danger
to prosperity everywhere," and says:

"The statement is true whether poverty is the
result of low productivity in undeveloped areas,
or of unemployment of men, materials, and ma-
chines in highly developed countries. . . ."

National and international public investment, it
says, must be planned together because—

" . . . Full employment requires in each coun-
try a certain level of total spending. . . . No
country should be hampered in its efforts to de-
velop its resources or maintain full employment
by consideration as to its exchange position, as
some countries were in the 'great depression.'
. . . Thus, once it is admitted that international
public works require international planning, it
follows at once that domestic public investment
has its international aspects, for the two are
economically inseparable. . . . "

This doctrine was evolved in Europe. It would not
make sense if control of money, credit and banking
had not passed to the hands of government every-
where, and, even so, the merit of it from the Euro-
pean point of view lies in the fact that the prosperity
to be shared is principally American prosperity.

S the members of the Ways and Means Com-
mittee of the House walk round and round the

Federal Budget, brandishing dull cutting tools, they
listen for sounds of popular encouragement and are
disappointed. If they move toward it as if they
meant really to do something surgical they are ar-
rested by shrieks of protest. When they say, "But
this is your own money we are trying to save," the
echoes are faint and sometimes derisive. One way of
trying to make people understand it is their own
money is to divide the national debt by the total
number of families. The sum so obtained is some-
thing like $2,000 per family. Does that worry a
family that has not got $2,000? Not at all. Another
way is to show by the income tax figures that we


