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Notes on the Contents

Europe. This number of AMERICAN AFFAIRS is somewhat heavy with
the subject of Europe. It could hardly be otherwise, with Europe
sitting on the American doorstep and with the whole world now
thinking its economic welfare is bound up with the availability of
dollars. The first article, "At the World's Bedside," is by the editor.
"Why American Dollars Make Europe Sicker" is the most penetrat-
ing foreign criticism of the Marshall Plan that has appeared. "On
Turning Back from a Sinister Journey," a speech by Lord Milverton
to the House of Lords, is an act of repentance that has recently
embarrassed the British Labor Party.

Suicide of a Business. This is the story by one of the victims of a suc-
cessful independent enterprise that was merged out of business,
owing to conditions created by the government, all its solicitude for
little business notwithstanding. It is written as a challenge to Con-
gress and answers the question: "What happens to little business?"
The writer says no post-facto investigation, no decree or edict by a
paternal government, "can bring me back to life as a competitive
factor in the oil business."

The American Sense of Guilt. Agnes Morley Cleaveland is already well
known to readers of AMERICAN AFFAIRS for her pamphlet entitled,
"American Primer," which has been very successful. It is now in
its fifth printing.

Wolfs Teeth for the Clayton Act. Gilbert H. Montague is more than an
eminent authority on antitrust legislation and on the practice and
philosophy of American competition. He is also a gadfly to the
government. Here he catches the Federal Trade Commission out.

/ / Business Lets Government Do It. This is the second article by L. C.
Walker on the responsibility of business for mass unemployment.
Almost alone among industrialists, he is calling attention to the
dangerous indifference of industry to this unsolved problem.

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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Comment
By the Editor

T I iHIS is supposed still to be the one great
X 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-

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.

AQUEER 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. I t would put welfare first.
I t would not ask: "How much welfare can we

afford?" I t 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 are entitled 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."

IT 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. I t 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 valleys and 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:

"I 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 European 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

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?

HOW 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


