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bewildering variety of regimes have disputed the once
holy name of Socialism: Hitler's National Socialism,
Stalin's Socialist Construction, Blum's Democratic Socialism, Cripps' Laborite Socialism. But there has come to
be one common economic denominator to all of them: they
are all production-oriented. That is, production comes
first, and the consumer afterward, if at all.
Production Economics—there is the leitmotif of our
age, the chord that vibrates harmoniously amid the dissonances of East V. West. It was the "total war effort" of both
Aids and Allies. It is the sine qua non of war preparations
today. It is also the basic principle of all the national
"plans" and of the European Recovery Program (ERP).
It seems to fit every ruling group's purpose.
"WN a production-oriented economy, what happens to the
-^ consumer?
In Russia, he waits eternally for the Five Year Plan
after next. In Germany, he paid for his Volkswagen in
advance and it turned out to be a Panzerwagen. Under
France's Monnet Plan, all the worker has to do is starve
for four years and industry will recover admirably. Even
in Britain, a traditional consumer economy like USA, he
sees his rights whittled away under the Austerity Plan,
which only the very rich can get around.
The nationalizations, of course, make this for "everybody's" benefit. We are all capitalists now, in Europe. The
French CGT, in the midst of its Communist campaign
against high prices, had to recommend that the French
nationalized industries get "fairer compensation" for their
products so as to survive. The British TUG, at its last
meeting, had to recommend the government slow up nationalizations and concentrate on improving conditions.
Nobody seems to have raised the central objection that
the nationalizations and the "Plans" are nailing labor and
the people to the cross of the whole exploitative production system.
The economic plans behind the iron curtain are the
worst of all. In the only comprehensive Stalinist study thus
far of "European Recovery and United States Aid," by
J. J. Joseph (constituting the Summer, 1948, issue of
Science and Society) we are told about the Eastern European economic plans:
"Industrial targets are seen to be substantially higher
than agricultural goals. The high rate of capital investment is indicative of the long-range assumptions underlying the plans—as the first of a series—and shows a
marked restraint on immediate sharp increases in the
standard of living."
"OUT an even greater historical development is involved.
••-' From the beginning of 19th century industrialization,
most of Europe has known only a sellers' market. (The

chief exceptions: Scandinavia, Switzerland, the pre-Hitler
Rhine Valley.* Producer arrogance meshed gears smoothly
with consumer apathy. Advertising, salesmanship, the wooing of customers—^these never developed as they have in
this country.
The American at home cannot imagine (and the American abroad is continually distressed by) the degraded position of the South and East European consumer who at
best goes hat in hand—-and at worst does not even consider
the possibility of going to ask for service from his telephone
company, his railroad, his utilities. He waits in long queues
and contents himself with grumbling under his breath
or to his neighbor if at all. There is virtually nothing
corresponding to this in America except the landlord who
bosses his tenants.
I recall a visiting American banker who expressed surprise that depositors tolerated such long queues in Italy.
An Italian banker explained that big depositors were received privately in his office; the queues were made up only
of small depositors, who could take their money elsewhere
for all he cared. (Cf. the efforts of American banks to
attract—by advertising and competitive service—precisely
these small depositors.)
I also recall a community in prewar Greece where peasants depended on a passing bus line to go to market with
their produce. The buses were so crowded—literally with
people sitting on the roof—that many along the road were
turned away day after day. Farther on, the same line operated buses next to a railroad and provided excellent frequent service, to compete. Yet over the first stretch, where
it had a monopoly, there was no consumer pressure, no
complaint, and passengers were wholly indifferent when I
pointed out the situation to them. This was reflected also
in lack of demands on the government. Nearby villagers
who had no road acknowledged vaguely that a road which
reached the next village was convenient, but showed absolutely no reaction to suggestions they might ask for one
too. It was as if one suggested they "do something" about
the weather.
On a lesser scale, this consumer apathy appeared all the
way across Europe, including France. But it stopped short
at Pre-Austerity England. When the war began, for instance, all sorts of new demands were created among civilians—blackout paper, flashlights, maps of the front, travel
articles for evacuating the cities, etc. All sorts of fly-bynight (and established) producers met the demands. In
* It is significant that industrialization first developed in England and the Rhine Valley, from Basel to the Low Countries, thus
creating a "sellers' market" on the rest of the Continent. I t is
only in this area of early industrialization—plus Scandinavia,
which had special trading advantages—that the European consumer has held his own. Elsewhere, industrialization followed a
demand created by the more advanced countries, giving the seller
an advantage he has never lost.
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France, the needed articles simply ran short immediately
and people could not get them.
Democracy suffers enormously. These sellers'-market
countries know no equivalent of the American who telephones to demand ice be cleared off his street and threaten
to sue the city if his son slips coming home from school.
Instead, the Continental votes social-democrat and gets a
"Plan" to eliminate snow clearance in favor of heavy industry.
Here is one aspect of the American system that could
profitably be understood, encouraged and exported. It is
just this aspect that the Marshall Planners don't understand, since they are trying to do the opposite of it abroad.
It is also exactly the thing that is wrongest about the Russian system.
By the standards of the conventional socialist, America
should be pretty close to a dictatorship. Look at it in his
terms. A two-party system with so little difference between
the two parties as to come near to a one-party systan.
Grovemment ownership limited to schools, post-offices and
highways. The most elementary services—utilities, railroads, airplanes, telephone, telegraph, radio—are at the
mercy of private interests. Our museums, operas, symphony
orchestras, libraries, and universities depend largely on
private donations. Our president has what would be dictatorial powers for a European prime minister. Our administration remains in office for four years, regardless of
whether or not the people may meanwhile repudiate it in
legislative elections.
But the American ecraiomy is built around the consumer.
As a consumer, the individual thinks he has the right to
demand services even from a monopoly; he is the one on
whom the social pressure of advertising is automatically
concentrated (even in wartime with nothing to sell), who
shouldn't be kept standing in line too long or you may
lose him, who must be rushed around by fast rides and
get his telephone orders through in a hurry.
This is something we can keep—forever—^if we are smart
enough to understand it and fight for it. In spite of all
the theories of leisure class and conspicuous waste, even
the donation-supported operas are evidence that something
not so far from anarchism, from that forgotten term "Red
Republicanism," is the most effective and practical system
of "planning"—^from the human being upward, not from
the government down—that has been devised.
It can and must be applied to better economic systems.
But the principle must not be lost.
I

T T O W does all this apply to ERP? To begin with, ERP
•^•*' might have been considered the dream of bourgeois
economic theory. It can't any more because the term, bourgeois (but not the reality), has disappeared. Such unpleasant differentiations as the word implies were obliterated
by the friendly semantics of the late national unifier in
the White House. Except for a few pamphleteers connected with the Communist Party or the National Association of Manufactiu-ers, all economists are automatically
Uberals. The very word economics somehow sounds liberal.
Because of this standardisdng of labels, the ERP can
be accepted as liberal by people who would have labeled
it reactionary 15 years ago, when America was struggling

out of a depression, and there were two major schools of
thinking on how to do it. One school, dubbed bourgeois by
its foes, believed you had to increase production first. The
other, or liberal, school believed this: Recovery can only
(or at least: should only) be fostered by raising the standard of living and consumer purchasing power. In this
school's view, the production-firsters simply wanted to subsidize big business instead of subsidizing the people.
But how, asked the production-firsters, are you going to
raise the standard of living unless you start the wheels of
industry that provide the jobs and pay-checks? First things
first. Nobody seemed impressed by that argument at the
time. Its proponents got called economic royalists. People
from the most exclusive political families left their mimeograph machines to join the Workers Alliance and demand
that the Government supply more jobs raking leaves, boondoggling, and paiiiting ruthless proletarian murals for pc»toffices.
Today the same people who in 1935 damned Hoover's
producer-oriented RFC and praised Roosevelt's consumer-oriented WPA are enthusiastic about the produceroriented ERP. For this change of mind (and heart), they
give many arguments. European factories lack equipment
and raw material; the people are ill-clad, ill-fed, ill-housed;
Communism is spreading. So along comes a great pwliticoeleemosynary innovation imposed by common decency and
the defense of democracy, which will correct these ills and
given Europe a chance to fend for herself again. It has its
weakness but it's the best you can get, certainly better than
nothing. To oppose it puts more arguments in the hands
of the Communists.
None of this is true.
The ERP is not a recovery program but an expansion
program. It calls for production levels undreamed of before the war (111,900,000,000 kwh of hydroelectric power
in 1952 against Europe's 59,800,000,000 in 1938).
Prewar production levels already were passed or sighted
by the majority of ERP countries before the ERP started,
in such key sectors as steel, coal and electricity. In his
authoritative book. The European Recovery Program
(Harvard, $4.50), Prof. Seymour Harris writes: "For most
Western European coimtries, late 1947 (and a fortiori
early 1948) industrial output greatly exceeded that of the
prewar period."*
One production index still lagged, however, food. Nor
did consumption keep pace with increased industrial production. Consumption (in the ERP countries) of bread
grains was 159 kilograms per capita in 1947-8, down from
a prewar average of 192; consumption of fats and oils was
17, down from prewar 24. Even in Britain, traditionally a
consumer-oriented economy, the percentage of national income spent on personal consumption was 78 in 1938, 70 in
1947 and—as planned under ERP at least—69 in 1948.
The European consumer is still further squeezed by continuing inflation, which has become even more severe in
ERP's first year. In a word, the benefits of this immense
* Exceptions were the three ex-enemy lands, above all Germany. And Germany was precisely the country whose 1948-9 E R P
allocation was trimmed down from 14.5% originally recommended to 1 0 . 6 % . (Harris, p. 300)
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postwar industrial recovery are going not to the European
people, who are much more ill-dad and ill-fed than before
the war, but to the war-preparing national States, to
strengthening the industrial base for war, and to an increase
in exports. (Inflation is good for one thing at least: cheap
exports.) *
The hardships of the European people are not caused
by lack of production but by production-first and capital"
first planning, which robs them of consumer goods in favor
of capital expansion and export commodities. ERP is a
system for subsidizing this planning.
This is not a necessary evil but an unnecessary one. The
same expansion could be obtained by consumer-first planning, which throughout history has stimulated capital expansion as well. On the other hand, we have yet to find
an instance where a proniised return to consumer goods
emphasis took place smoothly once a trend against consumer power and living standards was firmly established.

But who is "France"? Who can buy the material? It
takes more working hours today for a workman to earn
the price of a piece of material than it did a year ago.
Says Seymour Harris, tugging uncomfortably at his collar:
'X)ne of the disturbing factors in the situation was the
failure of wages to respond to the increase in the cost of
living."
Of course, the material gets bought—by the factory
owner's wife and her friends. This is economic recovery.
Once it's bought, maybe the Epinal factory can expand
and ultimately something must filter down to the people
from such increased production. The coverage per capita
income (no matter how distributed) will be increased by
ERP.
Production, in other words, has become something good
in itself. It is Wealth. It is Recovery. Never mind whose.
France's. The lady you see in all the political cartoons,
talking to Uncle Sam and John Bull.

T AST year a group of American and French journalists
•*^ went to see the first American-aid cotton go into production at Epinal. The factory owners welcomed them
with champagne and took them through the plant. The
owners and spindles and shuttles of industry all buzzed
merrily. Too far off to be noticed (about 20 feet), small
girls were working. Two or three reporters talked to them.
They pretended to the legally minimum age of 14. Hours:
48 a week. Pay: not quite $4 a week. These girls did not
get their jobs because of U.S. aid. France has no unemployment problem but a labor shortage. The factory needed
and used the girls before. It did, however, increase production.

n p H E new leftist production-first economics puts some
**• curious problems up to people who would like to be
friendly to labor, as I do now and then for old time's sake.
About a year and a half ago some 1,500,000 tons of U.S.
coal were held up for weeks in French ports by a general
longshoremen's strike under anti-ERP Communist inspiration. (It is of course axiomatic by now that only workers
outside of Stalinist-run unions ever have legitimate grievances.) Now what do we make of this? Was this strike
wicked because it paralyzed production? What on earth
does any strike ever do except that?
And what happens if European strikers win? Let us say
they gain shorter hours, more vacations, fewer working
days, safety measures, eliminations of speedups and protection against overtime—^what a snafu that makes of production!
Or do we have to fall back on the argument that employers really don't know what's good for them, and they
will make better profits vwth happy labor?
In other words, since when in heaven's name was labor
ever supposed to be fascinated by production—before the
imperious and idealistic necessity of another war to make
the world safe for whatever it is we've got now? One can
support the Marshall Plan for increasing European production only by merging one's interests completely with those
of the management class of the several countries.
(We will see later how effective it really is for production, and what the alternatives are).
So the political effects of support of the Marshall Plan
have been quite curious.
On the American left:

Now what exactly was the economics of the cotton going through that factory?
Two different sellers got paid for the cotton in full. One
was the capitalist in America, that philanthropic sieve
through whom all profits are supposed to filter down eventually to the people. The other was the French government,
which got it free and sold it (for resale) to the Epinal
capitalist for its own French francs, thereby saving itself
printing ink for more paper money (somewhat drained by
the expenses of the army in Indo-China. Half the national
budget of France goes into national defense.)
We now take the cotton to the Epinal factory. It definitely increases the owner's profits: he can have a surer
stream of raw materials; he has to make fewer deals for
black market materials; he doesn't have to use so much
poor quality cotton. Nobody has suggested that some of
the Marshall Plan profits be passed on to the European
working class in pay raises. This might arouse enthusiasm
in labor, but our all-wise U.S. diplomacy concentrates on
the capitalist producers—to win them over from Communism! This should make one suspicious of the anti-Communist rationale of ERP.
Nonetheless, we get past all this and the cotton comes
out of the factory. Here at last is our great objective. Let
bygones be bygones. We have here a hunk of material from
American cotton that wasn't here before. The wealth of
"France" has been increased.
* The figures in this paragraph are from Harris, pp. 251-4.

"ERP PREVENTS STARVATION ABROAD: STIFFENS R E SISTANCE TO COMMIES," reads a headline in the December

31 Socialist Call over a piece by William Becker. Now
Becker, ex-Communist, ex-Lovestoneite and now a member
of the ex-Socialist Party, supposedly is no babe in the
woods. At first, he writes, agricultural products unfortunately predominated but "since the middle of August, the
emphasis has shifted to industrial supplies, thus making
ERP aid contribute directly not only to relief but to recovery." In other words, the ERP almost reverted to the
outmoded idea of helping consumers' living standards in-
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PRODUCTION ECONOMICS: NORWAY
O S L O , Feb. 27—Norway's heroic drive for a self-supporting status by 1952, when E R P ends, has reduced her
living standards to the point of diminishing returns. . . .
T h e actuality is that the combination of high taxes and
low consumption is depriving workers of the incentive to
produce. The workers are losing interest in overtime pay
since there is very little on which to spend extra money.
. . . T h e ambitious schemes for the country's recovery include the reinvestment of one-third of the national income
in productive faculties each year, the highest of any
Marshall Plan country. . . .
Although the Government is saying nothing officially,
the plan is to increase the supply of shoes, textiles and a few
food items in the next few months. Meanwhile, the Government has its hands full countering propaganda linking
consumer privation to the decision to seek membership in
the Atlantic Pact and generally to align Norway with the
West. T h e country is now spending about $100 millions on
defense that could otherwise be going to better living conditions. . . .
It goes without saying that there are receptive ears for
such propaganda. Although living conditions would be
substantially lower without Marshall Plan aid, this is difficult to explain to the average family. They look at the
meager fare set on the table and fail to see the great improvement in the last year.
—Dispatch by Felix Belair, Jr., in N.Y. Times, Feb. 28, 1949

Stead of capitalists; it was a narrow escape, says Comrade
Becker.
After ERP, he continues, "far-sighted planning" will be
needed because "American generosity alone will not be
enough." (Only the village idiot in any part of Europe
thinks the ERP is "American generosity.")
On the Europeans:
The ERP has everywhere been accompanied by a
strengthening of the forces of the extreme right and of the
Catholic Church in the center, all feeling their day has
come. The political state of mind in Europe is well illustrated by a joke that went the rounds, that the pocket
republic of San Marino had begged France to send some
Communists there so it could get in on the ERP. France
replied, "We wouldn't dare lose a single one."
On the Americans:
It has strengthened our whole "white man's burden"
attitude, so offensive to Europeans. Marshall Planners'
speeches are peppered with references to our "new obligations" imposed by our "leading world role." The ERP is
indissolubly tied up with plans for American international
domination, and is felt so by everybody in Europe.
You would have to go to Russia to find people as unaware as Americans are of what the rest of the world
thinks of them.
POLITICALLY the ERP is a fizzle. The workmen and
child laborers of Europe who find their earnings worth
less and less under inflation, somehow can't share the liberals' enthusiasm for industrial supplies increasing their
employers' profits. They just don't understand the new
theory of production economics, or rather the old theory
of bourgeois economics which has gobbled up its liberal
rivals while assuming their name.

This is not out of jealousy toward America, surliness, or
Communist anti-American propaganda. Aid by individual
American relief organizations, stunts like the Friendship
train—by that reactionary Drew Pearson—have met with
great enthusiasm. Politically these have succeeded beyond
anybody's dreams. The people, in their ignorance of economics, seem to like it better if they get things themselves
instead of through their steel trusts.
Now the question is, economically, just how effective
is the mechanical first-things-first theory of production economics? Its main fallacy is that it assumes the first thing
to be the machine that turns out the goods. It forgets the
worker who has to operate the machine to begin with.
The American worker has not known since 1935 what it's
like to have to work month after month without a decent
smoke to relieve his nerves. Or how easy it is to cut down
on the cost of food gradually so that you don't get hungry
but just stay listless. Or what coming home to an unheated
flat all winter can do to you. Or what the lack of a glass
of good beer or wine means to somebody who has been unhygienically raised on it.
But even this is a bit beside the point. An American dissatisfied with his boss and what he is getting out of life
may still continue to labor like an ant; a European doesn't.
This is certainly economically related to the fact that
America is a consumer paradise—^if only a consumer fool's
paradise—^where the worker is conditioned to feel a direct
connection between his labor (embodied in his paycheck)
and his well being (in the store witidow).
NAM ex-President Eric Johnston reported after a preERP tour of Europe that he had everywhere found a direct
ratio between the consumer goods available in each country and the productivity of the individual worker; both
reached their peak in Belgium. And Professor Harris states:
"Of the European coimtries for which information is
available, Belgium alone increased its per capita income
as much as dollar prices had risen—^i.e., the Belgian per
capita real income in 1946 was above that of 1939."
Now, after the war, Belgium alone plunged directly into
consumer goods, "used up its reserves" making whatever
Belgians wanted to buy, de-rationed as fast as possible,
adopted no nationalizations, no Monnet Plan, no Austerity
Program. Today Belgium, a pre-war debtor, is a creditor
to all surrounding countries.* Steel production is at 120
per cent of prewar level, machinery at 133 per cent, gas at
143, woolen yams and rayon at 150 and 155, nitrogen at
174, electricity production at 196 per cent.
There are some other explanations—some war-blocked
gold returned; wartime credits earned in the colonies—but
none enough to make that much difference. The fact is
plain. Belgium, using a consumer approach, put "last
things" (human beings) first and—as anybody would have
predicted 15 years ago but what seems like a discovery now
—the human beings produced more with "neglected" capital goods than capital goods elsewhere have produced with
neglected human beings. Obviously, after getting started,
Belgium laid in capital goods too—more than anyone else.
* For this very reason, she is now in an economic depression:
a productionist Europe, with its trade barriers and lowered living
standards, cannot pay for Belgium's free-market production.
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\ ¥ 7 H A T happens in the long run to the ERP type of
^^ production-first planning?
First, it is economically unsound. A good example is
agriculture. Most of ERP Europe has a majority of farms
too small to own machinery. Almost everywhere, after the
war, they formed farm machinery cooperatives in the hope
of overcoming this, but these languished for lack of the
machines.
ERP comes in with farm machinery. To give it to the
cooperatives would be folly from a productionist point of
view, as I have heard privately hinted in official circles.
They have no experience and cannot handle the machines
as profitably or efficiently. Naturally, the 20 per cent of
the land occupied by efiicient farms (read: large landholders) is favored because it can use the machines for
maximum production. The human beings don't count.
(Thus, even when it finally turns to the actual business of
producing consumers' goods [i.e., food], production-first
planning does so by sacrificing the individual in some other
way, as a worker or farmer.)
What will be the result if this trend continues? As soon
as the food shortages are licked, the smaller farms—tfie
whole farm economy of Western Europe—^will face economic ruin. The fact is that production economics is the reverse of long-term planning. It begins with "first things"
and brings everything to an end right there.
Secondly, while producing consumer goods automatically
creates a demand for more production goods to make it, the
manufacture of production or export goods creates no
such demands for making consumer goods. Quite the contrary, it lowers the whole standard of consumption demands.
Government economic planning which finds some excuse
for ignoring consumption and the standard of living is a
political habit-forming drug. The very way in which European consumer shortages caused by the war have been
prolonged is proof enough of that. It is much more appetizing to any ruling group to pile up credits abroad and
capital plant at home than to encourage a demanding domestic ooDulation. How beautifully the Five Year Plans
succeed each other in Russia into eternity! In February,
1946, Stalin set eventual goals for steel, oil, coal—not butter or bathtubs—to be met by Five Year Plan VII. He was
at that time inaugurating Plan IV.
Thirdly, there is the inevitable "interference" which always seems to get in the way of production economists'
plans, but which is entirely implicit in them. The plans
imply a low standard of living and then, lo, strikes break
out. Communists. Just can't stop the workers from listening to them. And it plays the devil with production curves,
all planned out otherwise. France, starting her Monnet
Plan, "lost" her whole 1947 advance over 1945 in total
production because of Communist-led strikes which weren't
supposed to count in the statistics.
Likewise in totalitarian plans, the needs of munitions
industries always "interfere" with consumer goods. But one
of the points about non-consumer production is precisely
that it makes it easy for the planners to divert such production into armaments. Governments have rarely been
bashful about concentrating as much on armaments at

PRODUCTION ECONOMICS: FRANCE
1.
Despite the drag of constant strikes, French industry
moved fonvard in 1946 to 9 % more production than in
the pre-war year of 1938. . . . French agriculture, aided
by almost perfect weather, also showed gains, although
production still remained 4 % under the 1934-38 average.
. . . T h e government made constant efforts during the year
to curb inflation. Last year's rise of only 6 2 % in wholesale prices was considered something of a victory. . . .
E R P aid was of vital importance: it supplied about half
France's normal imports, and the counterpart fund permitted a start in re-equipment of French industry, (N.Y.
Herald-Tribune,
Feb. 6, 1949)
2.
During the third period of the Monnet Plan (first six
months of 1948) the net increase in our productive plant
was four times greater than it was during 1938. (Release
from French Embassy, Feb. 10, 1949)
3.
Current wages of Paris street-railway workers are as
follows:
Common Laborers
55 francs (20c) an hour
Semiskilled Workers
65 francs (24c) an hour
Conductors
70 francs (26c) an hour
Drivers
76 francs (28c) an hour
In other areas, wages are from 5 % to 2 5 % lower than
the above. (News Service, International Transport Workers Federation; Feb. 18, 1949)

everybody's expense as they could get away with. Now we
are beg^ng for it.
lAT are the alternatives to ERP? Its advocates now
claim a monopoly not only on charity but even on
charitable feelings. Anybody against it is a brute who
would rather see Europe starve than get an insufficient
half a loaf. Or just a crackpot Utopia Now advocate.
First of all, the Marshall Plan didn't invent U.S. aid to
Europe. It was, rather, a substitute for such aid. "It is a
continuation of a trend over a period of 35 years," writes
Seymour Harris, "during which this country assisted foreigners with about $100 billion worth of goods and services.
For this sum, which equalled about 4% of the income of
this country, and 40% of the total goods and services exported over the 35 years, we received in return about $20
billion in gold and lOU's both promising litde return, in
goods."
The first year of ERP—and it tapers off from now o n represented only 2 ^ % of our national income, which is
1J^% less than our 35-year average. (ERP is not our only
impaid exporting, of course; but it is by far the main one.)
In the two postwar years ending mid-1947, the ERP countries got $9.1 billions in U.S. loans, grants and credits,
plus $2 billion goods in exchange for gold transfers.*
A total of $11 billions in two years, in short, as against
the $15 billions ERP offers in four years.
* O u r mad magpie hoard of gold in Fort Knox has reached
a current high of $24,234,000,000, all capable of buying exactly
nothing. O u r gold-purchasing program benefits chiefly the two
main producers of gold: South Africa and . . . the Soviet Union.
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A second consideration which ought to give pause
to the Marshall Planners and their liberal periphery is that
ERP is also a substitute for a lowering of tariffs and a
removal of trade barriers which American business would
—^without ERP—^have had to seriously consider. One minor
(to us) but major (to Europe) example is the case of the
International Wine Convention, which American wineries
have refused to respect. They are allowed to violate world
copyright, and to cash in on valuable names which European producers have built up literally over centuries: Italian Chianti, Portugese Port, Spanish Sherry, French Burgundy, Hungarian Tokay, German Rhine Wine.
Thirdly, ERP does not cover all the imports of the
beneficiary countries: it liberates their credits so they can
make other purchases. In short, it merely selects what
goods they will get free and what they will pay for. As
long as any ERP country is spending a single dollar of hard
currency for consumer goods, that much free allocation
can be taken off production goods and the equivalent in
consumer goods given free instead. Suppose ERP precisely
reversed the present policy and gave Europe free consumer
goods (food, clothing, cigarettes—^just the things which our
production-minded liberals today damn as "a mere dole,"
just as, in 1935 the production-minded conservatives did).
We don't need to worry about the European governments
using the liberated credits to buy plenty of capital goods!
The difference would be that the consumer goods could
be given free to the people, thus raising living standards in
the simplest, most direct possible way, and also holding
down inflation by reducing the circulation of money.
Whereas, with the present ERP "reconstruction" policy,
savings on production goods cannot very well be passed
on to the consumer; and each movement of the goods
through various hands is accompanied by a reverse movement of money in payment, which means increasingly rapid
circulation of money and greater inflation.
THHE alternative, then, is roughly what is now damned
•*- by respectable liberals, plus the disreputable Communists and the demi-mondaine Wallaceites, as—sinister
chords in the background—"dumping." That is, the unloading of surplus finished or semi-finished American products onto foreign markets.
The fact is that a consistent policy of "dumping" would
make ERP into a fairly decent economic program. It would
create work here, dispose of surplus goods which can be
exported without causing high prices here, and present
them to the ill-fed and ill-clad European consumer with
a minimum of profiteering and inflationary money-transactions. In 1910, dumping meant the Steel Trust selling
tinplate abroad for half the price which monopolistic collusion was able to extort from the American consumer;
the effect was bad on both the USA and Europe: the
former had to pay more for its steel (since there was an
artificially induced shortage, to which dumping contributed), and the latter's industry was wrecked by the American cut-price competition. But this is 1949, not 1910, a
fact which the liberals and Wallaceites are constantly forgetting. Today the USA has surpluses (though not of the
very things ERP exports most prolifically), and European
production of food and consumption goods is still so low

that American "dumping" can easily be absorbed for
years.*
The Communists and the American liberals are not the
only ones who criticise "dumping." The European capitalists, both of the oldfashioned private kind and of the new
State variety, also object to it. Each of these odd bedfellows has his own special reason for being in the bed: the
Communists quite simply and honestly want to do the
utmost possible damage to both the American and the European economies; the European private capitalists want
to get American capital goods to build up their future competitive position on world markets; the European State
capitalists (the Monnet and Cripps planners) want capital
goods in order to make armaments and in order to produce
export commodities which will bolster up a "strong"
State; as for the American liberals, they have come to think
"internationalism" means supporting foreign governments.
This liberalistic notion dates from Roosevelt's semantic
wizardry, which changed international-ism into inter-nationalism, thus identifying a nation with its government.
There is, however, one powerful grouping that favors
dumping: the American business community. For obvious
reasons, the private capitalists of the USA want to send
chiefly consumer goods and finished goods to Europe and
to cut down on the capital goods and industrial raw materials which will rearm their European competitors. Their
influence is exerted through the EC A (Economic Cooperation Administration), which is the American control body
for ERP, just as the OEEC (Office for European Economic
Cooperation) is the similar European body. Conflicts between EC A and OEEC are, naturally, frequent; in most
of them, OEEC is on the reactionary side. It was OEEC
which cut down Germany's percentage of ERP benefits to
an unworkable level; on item after item, OEEC has asked
for a higher proportion of raw materials and heavy industrial equipment than EGA wanted to give. For OEEC represents both kinds of European capitalists: State (who
want to strengthen the industrial base for a strong war
economy) and private (who want to protect their profit
position regardless of the effect on the people).f
At this point, we must remember another part of Amer* The only kind of dumping to which a liberal can sensibly
object is when it is a question of exporting without a surplus
at home (as with the 1910 Steel Trust, or the 1949 Soviet Lumber
T r u s t ) . The chief and almost the only Conamunist argument against
ERP—that it competes with European business—is really an argument for their own kind of economy: an economy of scarcity.
Their claim that it creates unemployment in Europe is invalid,
except perhaps in the case of Italy. On the contrary, what worries
Harris and other economists about E R P is whether Europe has
enough manpower to put it across.
•f Protecting profits in Europe means also perpetuating the
whole sellers'-market system. For generations American railway
Viforkers have insisted on automatic couplings between cars, but
this elementary safety device—the manual coupling is extremely
dangerous to brakemen—-is still unknown in France. When the
USA replaced after the war one-third of France's rolling stock,
the French railroads refused to take cars with automatic couplings,
lest the railwa;y workers demand that safety device on the old
cars as well. So at considerable extra expense, American carbuilders turned the clock back and turned out cars with the old
hand-couplings specially for the French railroads. (And what
"consumer apathy" on the part of the French railway unions
to have put up with this sort of thing so long!)
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PRODUCTION ECONOMICS: OVER THE TOP!
GENEVA, Feb. 7—Europe, excluding Russia, produced
47 million metric tons of steel during 1948, an increase of
2 9 % over 1947, the U N Economic Commission for Europe
reported today. . . . Every European country with the
exception of Russia and Germany is now producing more
steel than the average of its 1936-8 production.
—N.Y. Herald-Tribune,
Feb. 8 1949

ican capitalism, and a part which in foreign policy is
dominant: the State or political capitalists.* And they
side with their European colleagues against both the European masses and the American pure-businessmen. They are
just as concerned as the European State capitalists are to
build up a strong European war economy, since they think
in terms of an alliance against Russian expansion. They
also have a strong political motive in giving the European
capitalists what they want. As we have seen, the popular
notion that ERP is a method of winning "the Europeans"
away from Communism with economic bribes, is false. For,
as we have also seen, ERP's economic largesse is channelized away from the European masses and toward the European capitalists, that is, away from the people Communism attracts and toward the very people it could never
attract.
ERP is indeed a bribe, but the recipient is not the people
but the ruling classes of Europe; and its purpose is to get
the latter to accept American leadership and support
American foreign policy.
It is the continuation of an American drive several years
old: from the Paris peace conference of 1946, when other
countries let America do most of the talking against Russia, to the present loud pro-Americanism of Europe's governments; from the French role of East-West mediator,
to the new Western Big 3; from the futile announced hopes
of the Brussels Western Union as a third force between
the Soviet and American Unions, to its absorption into
the North Atlantic Alliance by smarter U.S. power politicians who encouraged Western Union all along with this
idea (it still will remain as a bargaining unit inside the
Alliance; otherwise it mightn't have come in).
The bargaining simply means haggling over the price
at which European capitalism is being bought. While recognizing it must make economic concessions to gain political advantage, America naturally wants to conserve as
many economic advantages as possible. The European
rulers are trying to do the same for their side. The Communists are naturally on the side against America, and if
there is an ERP they want it to be as costly for American
* Just as there are "business unionists" and "political unionists," there are also "business capitalists" (even "business businessmen") and "political capitalists." T h e former are mostly interested in immediate profits; on the world scale, they are just "traders." T h e latter—who include the men who run the great Government economic agencies—have a more longterm perspective
and are interested in such recondite matters as the current extension of the Monroe Doctrine to include Western Europe. They
are the "imperialists" or the "internationalists," depending on
one's point of view.

capitalism as possible, and to leave the European workers
as discontented as possible.
O, finally, what is to be done? If by European recovery
we mean the recovery of the European people and
not simply of European exploitation, let the goods we
deliver be such as will raise the standard of living (and
at the same time even liberate a certain amount of European credits in the process, to help somewhat with other
purchases). And what is the best way to raise the living
standard to the maximum in this transaction? The same as
the way to prevent these shipments from intensifying fiduciary circulation and causing inflation. Simply have no
money change hands.
Instead of giving it free to the government, for its capitalists' profit, give it free to the consumer. Add directly
to the wealth of the country without distvirbing the circulation. Place the goods in the hands of the ultimate consumer. In other words, give direct relief. The relief that
the veteran socialist and liberal politicos have suddenly

PROFESSOR HARRIS DISSENTS-OR DOES HE?
Author's JVote: At the end of his book on ERP, Seymour Harris
has a four-page "postscript"
reviewing ERP's first six months.
The facts he cites fit in so neatly with the thesis of this article—•
though Prof. Harris draws quite a different conclusion from them
—that some of the more salient seem worth reproducing here.
On the whole, E R P has progressed reasonably well. . . . T h e
fact that total production in Europe, both on the farm and in
industry, advanced in the latter part of 1947 and the first half
of 1948 has contributed to the favorable developments in the
ERP. . . . Recent developments do not, however, suggest that
Europe is reconciled to interference by the USA in her internal
affairs, or that much progress has been made in contending with
the inflation. . . .
First, we comment on output. . . . For thirteen E R P countries,
industrial output (unweighted mean) in 1947 exceeded that of
1946 by 1 5 % , but food production in 1946-47 was still 1 1 %
below the prewar level. . . .
Inflation remains a crucial problem. Undoubtedly, the high
level of investments is a factor. Five of the E R P countries used
27% of their gross product for investment in 1947, as compared
with 18% in 1938.
Even the United Kingdom suffered a rise in prices: the increase was 9 % in the first half of 1948. . . . In France, the
wholesale price level increased almost 4 0 % in the first six
months of 1948, and the cost of living, 2 0 % . . . . O n the other
hand, many of the smaller countries seem to have the inflationary
situation under control. Seven E R P countries suffered a rise in
wholesale prices of less than 2 % in the first quarter of 1948.
Related to the domestic inflation is the failure of the international accounts to improve, . . . One has but to read M.
Reynaud's statement of August 19, 1948, on the French budgetary situation—the absence of savings, the excessive investment—to realize that Britain is not alone. . . . T h e difficulty was
not a failure to realize export plans but rather the high value
of imports, to which a rise of 10% in import prices in the first
six months of 1948 contributed. . . .
Little progress was made on the cooperation front. European
experts are not so enthusiastic as in July, 1947. . . .
In summary: the probable outcome of the E R P is almost as
beclouded late in September as it was early in April, 1948. T h e
most perplexing unknown is the course of inflation, both in
Europe and in the USA. . . .
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come to look on with Union Club horror. And the more
these goods are surplus, the better.
What irony that at the time of the Congressional hearings on the ERP, the man who proposed this alternative
was Herbert Hoover. Hoover, who in 1931 wanted recovery by doles to business instead of the people, has now
changed places with his critics. The Hoover Plan is the
only progressive one.
Hoover wanted it simply because he is an old-fashioned
politician who puts the immediate economic interests of
private U.S. business groups in foreign trade ahead of
the State Department's foreign power politics. Hoover's
and Drew Pearson's politicalized Quakerism sees foreign
politics simply in terms of gaining popular goodwill. When
Hoover directed the same kind of aid program after World
War I in Belgium and Russia, the Left was understandably
cynical about his motives but certainly never objected to
giving or accepting his kind of relief goods as such.
This does not prevent making additional demands—to
increase the proposed expenditure, to tax excess ERP
profits at home for ERP benefit, to abolish tariffs, to join
agreements like the International Wine Convention, possibly to establish some legal protection against price rises
from competitive ERP buying (the best protection is to
concentrate on surpluses—and away from raw materials,
in which any price rise pyramids out to a myriad finished
articles).
But no matter how inadequate, the Hoover Plan at least
would help insure some consumer benefits, outside the
supposedly necessary vicious cycle of production for production's sake. Hoover did not propose anything like the
full $15 billions for his plan because he obviously did not
expect it also would cover the usual heavy deals between
American and European capitalism—^who know how to
take care of themselves without any help from The Nation
or the CIO. Yet Hoover's smaller appropriation offered
a much bigger sum (or saving) in the pockets of Europe's
millions than will reach them under ERP. Let them get
at least this and maintain a minimum standard of human
demands.
We can only support aid meaningfully if it goes to the
people. Not to industries, governments, "countries." We can
only fight Communism meaningfully if we understand the
nature of Soviet reaction. Write off as a dead loss the
would-be progressives who, having become equally nationalistic, cannot oppose Stalinist nationalism and imperialism
except by upholding their own. If they must lean on "Truman and the Marshall Plan" for backing against Communism or Wallace—^in the unions, at the ballot box, and in
Europe—they will find no Holy Alliance there. Only the
kiss of death.

TMi S T A m by ioodoiph Bourne
Through the kindness of Resistance Press, we are able to offer
our readers copies of this handsome new edition of an American
political classic which is more timely today than when it was
written in 1917. Copies are free; just drop us a card.

That's What the Man Soid
EDITOR'S N O T E :

The

following

is not a hoax. It is the

com-

plete text—omitting
a rather flowery prelude—of Milton
Howard's regular column in the N.Yi "Daily Worker" of January 16
last.
I believe it to be a document of the first importance
because:
(1) it demonstrates better than cancelled checks or stolen state
papers that the American Communist movement is simply an instrument of Kremlin policy, for here is a journalist in New York
City giving out with a line indistinguishable from the most extreme pronouncements
from Moscow; and (2) Howard does not
apologize, he does not defend or rationalize or, sidestep, but with
admirable and reckless candor he meets head-on the criticism
which even the most sympathetic
Western observers have been
making of the Kremlin's cultural policy. He is quite right when
he claims that there has arisen in Russia—and
in Stalinoid
circles over here—a wholly new Weltanschauung, which breaks
sharply with the whole tradition and development
of Western
culture since the middle ages.
There is, indeed, a gap between Soviet-—or, better,
Kremlin—
and Western culture which can no longer be bridged. But this
gap, this abyss is not just a political matter:
democracy v.
totalitarianism, or—if you prefer—bourgeois
decadence v. socialist creativity. It is that, too, but it is also something much bigger.
There was more in common between Bakunin and Metternich, or
Debs and Prick, or Marx and Mill—and there is more in common
between the present-day similars of such extreme
antagonists-—
than there is between, to reduce the scale slightly.
Comrade
Howard and myself. The chasm that separates Western
from
Kremlin culture is the most important political fact in the world
today. The basic premises, the very concepts of reality have
become so different that there is simply no comjnunication
possible, and it is either ignorance or hypocrisy, to assert that there
is.
Perhaps the text that follows will show what I

mean.

The well-known journalist, Albert Deutsch, writes in the "New
York Star" that it is not the fact that the Soviet scientist
Lysenko believes in the inheritance of acquired characters and
rejects the philosophy of the unchangeable gene which apjjalls
him. It is the fact that the Central Committee of the Communist
Party of the Soviet Union takes part in scientific issues which
revolts him.
According to him, it is the adjustment of science to politics which
marks the degradation of science in the USSR. Scores of others
have echoed the same thoughts. "Bulgarian Communists Warn
Scientists to Follow Party Line," reads a stupid headline in the
press.
What all this reveals is that these writers simply d o not have
tlie slightest comprehension of what is new, creative and intellectually liberating in the leadership which the Communist Party
of the Soviet Union exercises in every phase of life in the USSR.
T o these journalists the word "politician" signifies a Congressman,
a Cabinet member, a Senator or President Truman.
When they hear that "the politicians" in the USSR have taken
a stand on a matter of biology, they jump to the conclusion that
it is as if Congress were to take a vote on the theory of evolution, and they shudder at the thought.
T h e Soviet Union was brought into existence by a group of
men, led by Lenin, through the application of a new a n d invincible science. T h a t science is Marxism.
It is t h e science of history and historic change. I t is a science
which embraces every phase of social and human activity.
It is a world-view, an attitude toward nature, history and hfe,
which discards all superstitions, dogmas, and mysticism. I t
places man squarely in the midst of reality, teaches him that
knowledge is real, and expands as man increases his control over
nature.
The Bolsheviks who founded the Soviet Union created not
merely a new state, but a new type of human existence in which
all knowledge is interrelated in a common vision of ever-greater
mastery of history and nature. Stalin is a great philosopher and
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thinker, as Lenin was a tremendous genius of science,, and Marx
and Engels before them.
In short, the members of the Central Committee of t h e Communist Party of the Soviet Union, far from "interfering" in the
arts and sciences of the Soviet Union, are the veritable leaders in
the arts and sciences of their country.
The Communist leaders approved Lysenko's work not because
of any preconceived dogmas, as the slanderers say, but because it
is confirmed by nature, by experience, and by its clear superiority
over the Mendel-Morgan theories in the mastery of nature. It
was not that Lysenko appealed merely to an arbitrary political
authority (which does not exist in the U S S R ) b u t that both
Lysenko and the Soviet leadership appealed in their struggle
against obscurantism to the new experience of socialist labor on
the collective farms in changing organism to suit the needs of
men. This is what the journalists try to hide.
T h e establishment of Socialism by the Communist Party was
an act of science, as was the miracle of Stalingrad. I t is only
the Philistinism which is wholly typical of even many sincere
persons in our culture which would separate the creation of
Socialism as a "political act" from the mastery of nature as a
"scientific act."
I t is Marxism-Leninism, it is Socialism which unites for the
first time all the creative grandeur of man into a single, unified, marvellous science of human liberation.
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A Conjecture in American History,
1783-1815
Author's Note: The following hypothesis is purely spec•ulatim. I offer it because, if it is true, it is important in
political theory. I do not have the time or skill to document
and attempt either to prove or disprove it; but I hope
that some one better situated may be interested enough
to develop the matter further.—P.G.
W ^ E N the United States broke free from ttte British
»» crown, there occurred the famous political events
of the troubles of the Articles of Confederation, the framing and ratification of the Constitution, and the voting in
and establishment of the new federal state. These are generally considered to be the essence of the political history
of that society. Now let us consider the following striking
fact: less than 10% of the adult population were voters,
that is had an effectual positive role in the new state, or
the old states;* yet the remaining disfranchised, the majority, were not for the most part servile people. What
about these remaining families, the vast majority of people on the Atlantic seaboard? It is about this group that I
should like to conjecture.
Uniformly, progressive historians treat this disfranchised
group as outsiders; they lament the disfranchising qualifications, of property, religion, color, sex, etc., and trace the
succeeding history, therefore, as a growth in democracy, a
progressive removal of disqualifications, from the Jacksonian revolution thru the Civil War to the 19th Amendment. That is, the assumption of the historians is that it
was obviously to the advantage of the outsiders to become
voters, exterting their social influence thru the machinery
of the State. But suppose, once, we make the opposite assumption: that a large part of the disfranchised, perhaps
a majority of the American people, during the first thirty,
intensively formative years of the freed society, were in'
different to the new state and carried on their social functions, with unofficial, decentralized and improvised political
forms.
From this point of view, the most important part of the
Constitution would be not the affirmative powers given
to the voters and their legislators and executives, but just
the negative freedom guaranteed to all by the Bill of
Rights. We should have to envisage a pluralistic political
structure: a functioning state and a quasi-anarchic society
of the majority existing peaceably side by side. Under what
conditions could such a structure exist?
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* "On the eve of the revolution . . . a large proportion of the
people in each colony were deprived of the vote; and many who
were entitled to that privilege failed to exercise it in elections.
In the rural districts of Pennsylvania about 1 person in 10 had
the right to vote, and in Philadelphia only about 1 in 50 owned
enough property to qualify. At times in Massachusetts and Connecticut, where approximately 16% of the population were enfranchised, only 2 % took the trouble to vote. Similar conditions
prevailed elsewhere." (p. 73) " T h e property requirement for
voting was removed among the original 13 states in the following
order of time: 1778
S. Carolina; 1784—New Hampshire;
1 7 8 9 ~ G e o r g i a ; 1792—Delaware; 1810—Maryland; 1818—Connecticut; 1821—Massachusetts, New York; 1842—^Rhode Island;
1844—New Jersey; 1850—Virginia; 1856—N. Carolina." (p.
213) A Basic History of the United States, by Charles and Mary
Beard, 1944.

WINTER, 1949

II

PRODUCED BY UNZ.ORG
ELECTRONIC REPRODUCTION PROHIBITED

