
Amerwan
A Quarterly Journal of Free Opinion

July, 1949 Summer Number VOL. XI, No. 3

Principal Contents
Comment By the Editor 129
Winds of Opinion. 134
Monster Government Garet Garrett 136
This Employee Society Virgil Jordan 149
No More Social Fat in England Sir Stafford Cripps 153
Creat Britain's American Target.. . . .President British Board of Trade 156
Return to the Middle Ages M. / . Bonn 157
How It Happened to the Farmer Washington Correspondence 162
Can Government Kill Depression? Harold G. Moulton 169
Why the Air Industry Is Sick E. V. Rickenbacker 173
Thus the Suicide of Liberty. Dissent by Mr. Justice Jackson 176
What Is Happening to Our Bill of Rights .Edward Jerome 176
Crisis in the Marshall Plan International Chamber of Commerce 180
Why People Are Numb in the Money Nerve Walter E. Spahr 181
Book Reviews. G. G. 183

The Hanging of Free Enterprise
A Witness of Two Worlds

Piecework in the Soviet Wage System.. U.S.S.R. Information Bulletin 189
Revaluation of Man's Free Right To Work. Federal Council of Churches 189
The Values of Poverty E. M. Biggers 190
Indignation on N. C. Campus Daily Tar Red 191

SUPPLEMENT

Now the Fiscal Crisis
BY SENATOR HARRY F. BYRD

An American Affairs Pamphlet

By the Year $2.50 Single Copies 75 Cents



Notes on the Contents
Monster Government, by the Editor. This is a very long article on the

report of the Hoover Commission—too long perhaps; but if we will
not take the time to read the facts about government we shall never
be better governed.

Return to the Middle Ages, by M. J. Bonn. Dr. Bonn is already known
to the readers of AMERICAN AFFAIRS. He now lives in England and
observes the British experiment with a kind of melancholy wisdom.
A review of his latest book, "The Wandering Scholar," will be found
on page 186.

How It Happened to the Farmer, by our Washington Correspondent, is
the story of how subsidies to American agriculture began and how
and why they grew. Without this history it is difficult to compre-
hend the Administration's new plan, which is to guarantee the
farmer the highest income he ever knew by charging his losses to the
U. S. Treasury.

Can Government Kill Depression? by Harold G. Moulton. This is a
devastating analysis of the fondest economic delusion now current.
Dr. Moulton is president of the Brookings Institution.

Thus the Suicide of Liberty is from a bitterly dissenting opinion by Mr.
Justice Jackson in a case involving the freedom of speech, and makes
a facade for the essay by Edward Jerome, entitled, What Is Hap-
pening to Our BUI of Rights. Mr. Jerome is the author of "Govern-
ments and Money," and "The Problem of the Constitution." He
was formerly in the law department of the General Electric Com-
pany and now is engaged in private practice in New York. Few
lawyers take the trouble to write about law for the layman.

The supplement to this number is an American Affairs Pamphlet,
entitled, Now the Fiscal Crisis, by Senator Harry F. Byrd. It is very
important and ought to be popular reading; but people hate to
read figures, and that is why they know so little about the pain
they feel in the pocket. Either before or after, one should read also
Dr. Walter E. Spahr/s essay, page 181, on Why People Are Numb
in the Money Nerve, and why they are not more aroused by what
Senator Byrd is trying to tell them.

American Affairs is a quarterly journal of thought and opinion. In that
character it is obliged to touch many subjects that by nature are controversial.
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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Office, U7 Park Avenue, New York 17, N. Y. Cable address, NICBOARD.
New York. Subscriptions, $2.60 per year postpaid. Single copies 75 cents,
Multiple subscriptions for mailing to more than 25 separate addresses, $1.50
per year.
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Comment
By the Editor

SPEAKING for the Socialist Government
of Great Britain, Mr. Herbert S. Morrison

said to the British Labor Party:

"We believe a socialist democratic country can
make a greater contribution to the peace of the
world than a capitalist competitive country can
do."

If only a certain capitalist competitive country
will go on providing the dollars.

ment get these claims to wealth? In one or
both of two ways, namely, by taxation and by
printing the money. If it gets them by taxation,
the taxpayers have already surrendered their
own claims to the equivalent amount of wealth;
if the government prints the money it goes into
the market with a prior claim on all the things
the taxpayers might wish to buy with what
money they have left when the federal tax col-
lector gets through with them. It follows that
government of itself cannot be rich. It has no
wealth of its own; it can only lay claim to the
wealth produced by the people.

IT had been running in the news for some
time that Senator Byrd was predicting a

fiscal crisis and that many members of Congress
were in a state of acute anxiety about the
solvency of the government, when the papers
printed a small routine Associated Press dis-
patch from Washington saying:

"The government counted up a budget surplus
of $1,048,000,000 at the close of the three-quarter
mark of the current fiscal year, the Treasury
reported today."

Several letters from bewildered taxpayers
brought the clipping in, with questions on it.
Was it not a rich government that could show
a budget surplus of a billion dollars in nine
months? Where was the crisis? What did it
mean? In the first place, a budget surplus is not
wealth. These figures mean only that on March
31 the government had in its hands claims
to a billion dollars' worth of wealth which it
had not yet exercised. How does the govern-

WHAT remains to be answered is another
question. Since the end of the war the

amount of wealth we have loaned and given
away to other people, plus commitments for
the next twelve months, is represented by the
astonishing figure of approximately $35 billion.
If such a figure is too vast to be comprehended
in terms of things, you may scale it to reality by
supposing that what we shall lend and give
away during the current year alone will be the
total production of more than 3 million Amer-
ican wage earners. To this you add a defense
program for the year of $15 billion, which from
an economic point of view is pure waste, con-
tributing actually nothing to the sum of things
we need or wear as consumers. But for all that,
the satisfaction of our daily wants is not di-
minished; it is in fact increased. For a while
there was scarcity and rationing, and we did
without many things. Now supply is overtak-
ing demand in all directions. In many things
already there is a surplus or the fear of surplus,

129



130 AMERICAN AFFAIRS

especially food. Prices are beginning to fall.
What is the answer to this? Is it that the more
we give away the more we have left for our-
selves? Or is it, as the Europeans generally
think, that a capitalistic economy like ours
must somehow get rid of its surplus, if neces-
sary give it away, in order to keep its produc-
tive machine running in high gear?—that if we
turn our surplus upon ourselves, or try to give
it to our own people, we shall be ruined by it?
That cannot make sense. There is no such thing
as a people being unable to consume the total
product of their own labor, short of complete
satiety; and, if happily, they ever came to
surfeit, the simple remedy would be to work
less, that is, to consume more leisure.

f 11HERE is no single simple answer. It is
X certainly true that we underestimated our

power of production. In fact, we have always
done that and so has the world. It happened in
World War I, again between wars, a third time
in World War II, and now once more, to our
own amazement. The resources of technology
and know-how have seemed to be inexhaustible.
At the end of World War I, we had perhaps 100
research laboratories. Now we have thousands.
The physicists, chemists, inventors, engineers
and technicians who work in them go to bed at
night and come awake in the morning with but
one intention, and that is to increase man's
power over nature. From this single intention
come the discoveries and all the ways and
means by which raw material is coerced and
transformed. First comes the thing that has
been imagined—a machine, a weapon, an au-
tomatism or a new blade of grass, and, secondly,
the way to produce it in a prodigious manner,
more and more of it, with less and less labor,
faster and faster. In the first phase it is science
against nature; in the second it is technology
against time, for in the final equation time is
cost, and it is cost that governs the distribution
of our satisfactions. It is wonderful to be able
to say that our power of production, happily at
this time for the welfare of the world, was still
greater than we knew. That is visible. It is

nevertheless a delusion to suppose that we can
share our wealth with other people in this very
free measure and be at the same time richer and
more prosperous than before—that actually it
costs us nothing.

WEALTH may take any form. The
wealth we give away takes the forms

that are wished for by those who receive it. For
Great Britain it may take the form of an oil
refinery or a new textile mill, for France the
form of a modern machine or new railroad
equipment, whereas for this country, if we were
shaping it to our own needs, it might take the
form of a schoolhouse or a concrete highway.
It is true that the satisfaction of our daily
wants is undiminished. But that is not to say
that we deprive ourselves of nothing. The full-
ness of today may be borrowed from tomorrow.
Day by day you do not notice that your house
decays or that a machine wears out. We know
for example that our educational plant is in-
creasingly obsolete and inadequate. Yet it may
not be perceptibly worse today than it was
yesterday. We know that we are in arrears with
low-cost housing. Everyone knows of slums
that ought to be cleared away. Everyone knows
that in many places traffic is strangled for want
of more and wider highways. We know that
unless very costly measures are taken to con-
serve it we shall presently be in great trouble
about water. Such are some of the ways in
which we might be using the wealth we give
away. Or we might be using it to reduce the
national debt. Would that be desirable? Under
the European Recovery Program both Great
Britain and France have been permitted to use
Marshall Plan money to reduce their national
debts, on the ground that it is good for their
credit. If it is good for them it might be good
for us, notwithstanding the idea prevailing in
Washington that American credit is infinite
and indestructible. Lastly, no one can say how
much higher our standard of living might be.
It is as if we had deliberately resolved to arrest
the rise of our own standard of living in order
to help other people to improve theirs. For this



July 1949 131

unique and magnificent policy there is very
wide popular support, and indeed we may
never regret it. But let us not beguile ourselves
with the thought that we shall never feel it or
that we are actually richer for doing it.

A COMPLETE revelation of that world of
JTJL planned economic happiness in which
everything you sell will be dear and everything
you buy will be cheap might be too dazzling. It
could be again, as Bagehot said, that when
people are about to advance, having seen the
light, they make the mistake of looking back
and then forget to go on. So we get only pre-
views of it, one at a time, and become gradually
conditioned. The latest preview will be found
in the plan just proposed by the Department of
Agriculture for a further solution of the per-
petual farm problem. For a long time the De-
partment of Agriculture has been supporting
farm prices with public funds, according to a
parity formula, the idea being to hold farm
prices fairly level with industrial prices, so that
the farmer will not have to sell cheap and buy
dear. The faults of that system have been
mainly three: First, that the consumer is
gouged twice, once as a taxpayer obliged to pay
the cost of supporting farm prices and again as
buyer of the commodities that are thereby
made dear, notably in the case of potatoes;
secondly, that in one great area of the economy
it destroys the free market, and this to the
lookers-back is a serious matter in principle;
and, thirdly, it has failed to solve the agricul-
tural problem. Even on fewer acres farmers
have produced more- and more by the use of
machines, better methods and chemical ferti-
lizers, and surplus is a great liability still.
Under the plan now proposed the farmer would
be guaranteed not a parity price but roughly
his present income, which happens to be the
highest income he has ever enjoyed; and at the
same time there would be a free market for
farm products. On that free market prices could
fall for the benefit of consumers, yet without
hurting the farmer at all. How would it work?
In the simplest way imaginable. The farmer

would be free to produce up to a certain pre-
determined maximum and then sell his crops
for whatever they would bring in a free com-
petitive market. In that case prices would be
expected to fall for the consumer's benefit, but
if prices should fall to a point at which the
farmer's income was less than the income guar-
anteed to him by the government the Treasury
would mail him a check for the difference. But
why should it stop there? If it is possible for
the government to guarantee one fifth of the
population a high income, why shouldn't it in
the same way guarantee everybody's income?
That would be the planned world in full. And
think what a world it would be! The loaf of
bread might go to a penny and no baker, no
miller, no farmer would mind, because it would
be necessary for him only to certify his loss and
receive a check from the government. A motor
car might sell for a few hundred dollars, and yet
the motor car industry could go on paying high
wages just the same because the government
would take care of its loss. Here the backward-
looking mind begins to ask questions. What
will be the cost? Where will the money come
from? What will happen to the taxpayer? And
so on. By the penny loaf and the cheap motor
car the taxpayer's cost of living will be greatly
reduced. That is one answer. Another is that
one must assume the planners to be logical and
willing to go all the way. Therefore, the tax-
payer's income too will be guaranteed. He
would have only to write a letter, saying:

"Dear U. S. Treasury:
"What your tax collector left of my income is less

than the income to which I am entitled. Please send
me a check for the difference."

In that planned world nothing more could hap-
pen to anybody.

IN a statement of policy issued by the British
Labor Party this statement occurs:

"We believe that capitalism, through ineffi-
ciency and unemployment, has wasted the capac-
ity to produce that the machine has put in our
hands."

That naive way of thinking about the machine
is from the Marxian fairy books. People see the


