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Notes on the Contents
The Laughing Dragon. This article on inflation by the editor was not

written for economists.

The Rise of Secret Government. This speech by Senator Homer Ferguson
of Michigan was one of the neglected events of the Eightieth Con-
gress. It will bear attentive reading.

The Self-Strangulation of Europe. Roger Auboin is General Manager of
the Bank for International Settlements at Basle, Switzerland. These
are the conclusions at which he arrives in the 1948 annual report of
that politically neutral institution.

The Right To Strike. Murray T. Quigg is already known to our readers.
He did the American Affairs Pamphlet entitled "The Law of Labor."
He was formerly editor of The Law and Labor, published by the
League for Industrial Rights. His article in this number of AMER-
ICAN AFFAIRS is followed by The Right To Work, which is Cecil B.
DeMille's latest contribution to that vivid subject. Mr. DeMille's
quarrel with the closed shop is unquenchable.

The Slanted Movie. Jonathan Hasbrouck is a nom de plume. The writer
is in the motion picture business and knows at first hand what he is
talking about.

Right vs. Left on the Campus, by Albert R. Neill, a student at Antioch,
and Thoughts of an Uneasy Student, by a young man on his way
to college, cast an unexpected light on the problems of American
education from the point of view of the conservative young mind.

The Supplement. "Packaged Thinking for Women," by Lucille Cardin
Crain and Anne Burrows Hamilton, is a job that has been long wait-
ing to be done. It tells how women get their political ideas. An
American Affairs Pamphlet.

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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Comment
By the Editor

fTlHERE was once an innocent notion that be-
A cause the Employment Act of 1946 was born

without teeth it would have no bite. But all that an
infant law needs is a place for teeth. The rest will
happen according to nature. The Employment Act
created in the Executive Office a Council of Eco-
nomic Advisers to do the President's thinking on
social and economic matters. It reports to him twice
a year and the President transmits its report to
Congress. Each time it reports it leaves another
scar on the poor old hide of free enterprise. In its
Mid-Year Report for 1948, the bite was this:

If economic maladjustments become so serious that
voluntary action is clearly inadequate to halt threaten-
ing trends in the economy, the power of government
must be used. . . . A real difficulty with the wholly
voluntary solution is that it requires simultaneous
action by workers, businessmen, and consumers. But
no individual or group can have firm assurance that the
inflation will be stopped. It is therefore necessary that
the government should have and use powers in the
interest of economic stability, to supplement the
strength of individual actions, to give them common
direction, and to prevent their dissipation through
mutual conflict of purpose.

So, voluntary solutions cannot be trusted any more
to correct economic maladjustments. But who will
correct the maladjustments created by the govern-
ment's solutions? Only the government can do that,
and when the government acts upon the conse-
quences of its own errors the only thing it can think
of is to compress again the sphere of individual
freedom. Just now, as a disinflationary measure, it
has further invaded the premises of free private
bargaining. It says to you: "If you buy an automo-
bile or an ice box, you must pay not less than so
much down and discharge the balance within a cer-
tain time." The buyer and seller have nothing to say
about it. This is peacetime. Where now in what we
call the free enterprise system is there a free market?
The market for credit is not free. The market for

government bonds is fixed. The market for the pro-
duce of the earth is not free. Now there is no longer
a free market for the products of the assembly line.
That is not a free economy in which by interven-
tions of government the function of free price is
suspended.

ONE of our research directors came back from a
vacation in the country with words of wonder

for the mechanization of agriculture. He had seen a
machine that dug the hole, put in the fertilizer,
dropped the potato seed and covered it up, all at
one operation, as it moved over the ground under
power. Then a discussion began as to what such a
machine was for. To save labor, one said. But whose
labor is saved and what is it saved for? The labor of
the farmer who drove the machine was not the only
labor acting in that field to produce potatoes. If you
could account for all of it, his labor might turn out
to be the least part. First was the labor of those who
invented the machine. Then the labor of those who
made the machines that were necessary as tools to
make this potato planter, and the labor of those who
produced the steel and iron and brass and copper;
the labor of those who, beginning with blueprints,
used the machine tools and the raw materials to
externalize the inventor's idea of a mechanical
potato planter; and after all that, the labor of those
who produced the gasoline to make the potato
planter run and the oil to lubricate it and somewhere
others standing by to repair it and supply new parts
as it needs them. All of this other labor is invisible;
yet it is there in that field, and if it were not there
the farmer would be planting his potatoes by hand.
So again the question: What is such a machine for?
It is not to save labor. It is to increase the produc-
tivity of labor. That is the right answer, only that
it needs to be carried on. Is it the purpose of the
machine to increase the productivity of the farmer's
labor only? No. For if it is the productivity of the
farmer's labor only that is increased there will be
nothing in it for all those others whose labor is in-
visible; and if there is nothing in it for those others,
they cannot afford to go on making this machine for

193



194 AMERICAN AFFAIRS

the farmer. The only true use of the machine, there-
fore, is to increase the productivity of all labor, or,
saying it in a way to fit the specific case, the purpose
of this mechanical planter is to reduce the total
human exertion necessary to produce an abundance
of potatoes for everybody. Thanks to the labor of
many others, the farmer is able to cultivate four
acres, where by hand he would be able to manage
but one. Since in terms of his own labor the cost of
producing a bushel of potatoes is greatly reduced he
can afford to sell them at a lower price per bushel
and still be more rewarded for his own labor than
before. As the price of potatoes falls, all the other
labor represented by the existence of the machine
shares in the result. Potatoes are cheaper, measured
by the total amount of human exertion necessary
to produce them. The research director said: "As I
watched the machine at work I kept thinking to
myself that potatoes were going to be very plentiful
and very cheap." Of course. That is what the
machine is for. If it is not for that it has no rational
meaning whatever. But the news analyst said:
"That is so by the book. Nevertheless, your answer
may be wrong. The government now is spending
$4 million a week to buy and remove from the mar-
ket a surplus of potatoes simply to keep the price
from falling. In that case, what is the machine for?"
In that case, all that invisible labor acting in the
mechanized potato field is unrewarded, the meaning
of the machine is defeated, and if this were to go on
and on the machine itself would disappear because
nobody could afford to produce it.

T7REED0M at last is put in its place. The latest
x addition to the Foreign Policy Association's
Headline Series is a pamphlet entitled "Face to Face
with Russia," by Philip E. Mosely, professor of
international relations at Columbia University's
Russian Institute. Professor Mosely says:

"Over the long run, great numbers of people will
judge both the Soviet and American systems, not by
how much individual freedom they preserve, but by
how much they contribute, in freedom or without it,
to develop a better livelihood and a greater feeling of
social fulfillment."

A better livelihood . . . in freedom or without it is
such a thing as may now be said out loud in this
country. And many no doubt will take it as the
child takes the loss of the pleasing delusion that
when he exchanges a nickel at the candy counter
and gets back four pennies he has both the candy
bar and more money than before. When people first
began to exchange freedom for security did they

not get back four freedoms? And were not four
freedoms more than one, with security besides?
Now that the government has taken their nickel and
they have eaten the sweet of security, Professor
Mosely can tell them that they must grow up. They
must learn that at this candy counter there are no
bargains. But what of the other phrase—a greater
feeling of social fulfilment . . . in freedom or with-
out it? What does that mean? It means only that
pure Communist ideology may be thus imparted by
Columbia University's Russian Institute through
the Foreign Policy Association.

AFREE report on the European Recovery Pro-
gram would go somewhat as follows. Marshall

Plan cargoes were ready to go forward the moment
a dilatory Congress passed the Foreign Assistance
Act. That was in April. The ships were loaded, not
with what we call capital goods, such as steel,
machines and railroad equipment, but with food,
tobacco and raw materials, because, before anybody
could think of economic recovery, Europe had to be
plucked back from the brink. These first cargoes
arrived just in time. The danger of chaos, said the
London Times, was "averted by a hair's breadth."
But it was not enough to avert chaos. It had to be
pushed back. So, therefore, food and tobacco and
raw materials continued to move until food rations
were increased all over Europe and the sounds of
distress began to subside. Happily, too, there was
very good news of crops in Europe. Then came a
lull. The capital goods were to have, followed
swiftly and were to have been distributed among
the European participants according to a grand
cooperative design. But it did not begin that way.
The grand design was missing. And this was owing
not to any trouble or failure at the American source
but to the fact that the Marshall Plan countries
could not agree on how to cut the pie in sixteen un-
equal parts. To make the division was the business
of the Organization for European Economic Co-
operation, representing all participants, but since
each member of the Organization for European
Economic Cooperation represented also the expec-
tations of his own country and since the one thing
the American Congress had been unable to provide
was a Solomon, a struggle for advantage was in the
nature of things; and as it went on the wee flame of
cooperation burned down to the wick. In the third
month the American providers at Washington, dis-
pensing the Marshall Plan billions, arrived at the
painful discovery that Europe had no recovery plan.
Nor had there ever been, in fact, a Marshall Plan.
What had been called the Marshall Plan was but an
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undertaking to provide the means to carry out a
recovery plan which was to be devised and adminis-
tered by the sixteen Marshall Plan nations. So it
was that although the Marshall Plan money was
very successfully getting itself spent, there was no
plan at all, anywhere.

IN July, Mr. Hoffman, the Administrator of the
Marshall Plan billions, went to Europe to talk

uncle to the Marshall Plan countries. He told them
that if they couldn't agree among themselves on a
fair division of the pie, with the good of Europe as a
whole in view, the Americans might get discouraged.
Therefore they had better work out a plan—a four-
year plan—and get it going before the next session
of the American Congress. To this they made an un-
expected reply. They said: "How strange you
Americans are. For yourselves you say you believe
in a free economy, and yet you are trying to impose
upon Europe a degree of economic planning beyond
anything you would tolerate yourself." In this
truth was irony. But it was not the whole truth.
The dominant thought of Europe is socialist and
anticapitalist. Everywhere the free economy has
been superseded by the planned economy. Therefore,
the idea of a planned European recovery, controlled
by government, could not in itself be either strange
or objectionable. It would mean only that there
should be one general plan administered by a con-
gress of constituent governments. Each government
would continue to plan its own economy as before.
The new problem was not one of principle. It was
political. It was how to make the wheels of sixteen
planned economies mesh with the big gears of one
master plan. They asked Mr. Hoffman to reflect on
the difficulties of doing that.

MR. HOFFMAN knew what their problems
were. But there was one they had forgotten

to name, and that was how to break themselves of
the dollar habit. He told them there was no magic
source of dollars; that they would have to learn to
make do with the dollars they could earn by their
own exertions, for otherwise there was no rational
meaning to the European recovery program. This
they would not entirely believe. Their socialist
economists have evolved the theory that to save its
capitalist system the United States is obliged by a
riddle of economic necessity to go on providing
Europe with the dollars to buy its surplus products,
for unless it can somehow and continuously get rid
of its surplus the American system will fall. Another

way to say it—and they are saying it that way, too
—is that the disparity between the American pro-
ductive power and that of other countries is such
that for a long time to come the United States must
share its wealth with all the have-less people,
merely in order to keep the world in balance. If that
is true, why should Europe try very hard to break
the dollar habit? And besides, no matter what the
Americans say, they do seem anxious to put forth
their dollars.

IN the Marshall Plan cargoes, American tobacco
has been a notable item. The argument for

providing tobacco is that it gives European labor
an incentive to work; that it is good for everybody's
morale; and, thirdly, that it sustains the revenues of
European governments who get it for nothing, add
a terrific tax and sell it to their people. That is the
argument that prevailed in Congress when the
Marshall Plan money for tobacco was being voted.
Now there is an unexpected result. Greece and
Turkey are demanding more dollar aid on the
ground that they are being economically hurt by
American tobacco. How are they being hurt? In
this way. They have a surplus of tobacco which
normally they would sell in Europe, but which now
they cannot sell. Why should England, for example,
buy tobacco from Greece and Turkey when she can
get American tobacco for nothing? And besides, the
British smoker prefers American tobacco. Or take
railroad equipment. Europe needs freight cars
badly. Belgium has a surplus capacity for making
freight cars. But why should Europe buy Belgian
freight cars when she can spend Marshall Plan
dollars for American freight cars? Or why should
France buy coal from Poland when she can get
American coal for nothing? France says she cannot
buy Polish coal because Poland won't take her
francs. European countries wanting Belgian freight
cars say they cannot buy them because they cannot
convert their depreciated currencies into good
Belgian money. "Then," says Mr. Hoffman, "let
each country contribute a certain amount of its own
money to one great pool and arrange that any one
kind shall be freely convertible into every other
kind for the use of intra-European trade." Their
answer to that is to say: "But we think it won't
work unless you put some dollars into the pool."
They know that if it has to be done the pool will be
sweetened with dollars—the fact notwithstanding
that when the Marshall Plan countries in their
original bill for American aid put down several
billions for the purpose of supporting their chaotic
paper money structure, that item was ruled out. It
seems in fact to be already taking place by indirec-


