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"Who owns Railway Express?" the lady asked. 
''Well, Mrs. Jones," the driver replied ... 

. . . "it is people just like you and 
Mr. Jones. Railway Express stock 
is held by 68 of the nation's 
largest railroads but, actually, the 
owners are the 850,000 stock
holders of these railroads. Rail
way Express. therefore. is one of 
America's most widely owned 
private enterprises." 

Of course , there is more to it 
than that. Through contracts with 
more than 400 additional private 
enterprise carriers- rail, truck, 
air and water-Railway Express 
makes available to the shipping 
public a vast, coordinated 380,-
000-mile transportation network 
through one convenient, compre
hensive service. 

This nationwide service is avail
able to some 23,000 communit ies. 

Because it serves as the express 
department of each railroad, Rail
way Express cannot have any net 
income or surplus. Every dollar of 
revenue remaining after the deduc
tion of Express expenses goes to 
those carriers as payment toward 
their costs in hauling express. En
joying no government subsid ies, 
Railway Express must compete, 
on the basis of service provided, 
with a ll other forms of t ranspor
tation, public and private. 

Express has to be safe, swift, 
sure. And from this concept has de
veloped a system -wide tradition 
of constantly improving service. 

For a free copy of an informative booklet, 
"The Truth about Parcel Post," address 

The Public Relations Division 

RAILWAY EXPRESS AGENCY, INC. 
219 East 42nd Street, New York 17, N.Y. 

A PRIVATE ENTERPRISE IN THE PUBLIC SERVICE 



He Staked His Life 
on a Tire He Helped Build 

ormally, Mel Wilson's closest 
association with spine-tingling 
drama is in a center aisle seat at 

a suspense movie on Saturday night. 
Yet, a short while ago, this man 

was the star in a daring and dramatic 
bit of action. He staked his life on the 
traction of a tire he helped to build
the new Nylon Custom Tubeless 
Super-Cushion by Goodyear. 

Mel Wilson stood side by side with 
a dummy on a water-soaked road. Two 
cars came roaring down this slippery 
stretch at the same speed and braked 
at the same instant. 

The car equipped with new tires 
having ordinary-type treads, slammed 
into the dummy, but the high traction 
Goodyear tires on the other car dug 
in-8640 biting edges hung on-and 
the car came to a swift, safe stop well 
in front of Mr. Wilson. 

By GOOD"' EAR 
the Greatest Name in Rubber 

vided that famous Goodyear margin 
of safety that can save a life. 

And safety goes well below the sur
face of this new tire. Under its new 
Twin-Grip tread is a body of Triple
Tempered 3-T Nylon Cord that's 
stronger than steel-pound for pound. 

Many new .fine cars you will see this 
year will come equipped with this 
new tire. It'll .fit the wheels of your 
car, too, and costs only a few dollars 
more than a standard tubeless tire. 

So, if you want to take to the road 
in safety and in style, we suggest you 
stop in to see your nearby Goodyear 
dealer. Goodyear, Akron 16, Ohio. 

Super.Cuahion. T. M., The Goodyear 
Nylon CusromSuper-Cushions pro- Tire" Rubber Company, AJaon, ohio 

More people ride on Goodyear tires than on any other kind! 



the driving advance of the year ••• 

pushhullon powerllite 
Only Chrysler Corporation cars have the 

modern advantage of simple mechanical 

Pushbutton driving ~· tested, proven, 

making life simpler and safer for motorists. 

PLYMOUTH • DODGE • DESOTO • CHRYSLER • IMPERIAL 

CHRYSLER CORPORATION> THE FORWARD LOOK 



The First Law of Economics 
Anthony M. Reinach 

THE ECONOMIC facts of life 
are many. But the grandfather 

of them all is the law of demand 
and supply. If this one law alone 
were thoroughly understood, it is 
highly improbable that govern
ment interference in the market 
place would ever again be toler
ated. Let's see how this law works 
in your everyday life: 

You own at least one pair of 
shoes - probably several. Your 
least expensive pair of shoes may 
have cost you as little as $5.00. 
This least expensive pair - the 
one you can most easily afford -
will serve to help clarify the law 
of demand and supply. 

Had this pair been priced at 
$1.00 or an even more ridiculously 
low figure, it is quite probable 
that you would have bought sev
eral pairs in anticipation of fu
ture needs, or just as a luxury. 
But had this pair been priced at 
some exorbitant price like $2,000, 
you would either be going shoe
less, be reduced to making your 
own shoes, or be keeping your feet 
protected and comfortable in some 
other way. At $2,000 per pair, 

even the wealthy man's wardrobe 
wouldn't contain many shoes. 

Now between $1.00 and $2,000, 
there is a price at which you will 
own several pairs, a price at 
which you will own only one pair, 
and a price at which you will own 
no shoes at all. Working down 
from the top figure of $2,000, let's 
say that the retailer starts reduc
ing his price a penny at a time 
- and let's also assume that at 
each new price you are unable to 
predict any further reductions. 
Your active interest in shoes may 
not be aroused until he gets his 
price down to somewhere under 
$100. But at some price under 
$100, you will say to yourself: 
"Well, I guess I'd better buy one 
pair, anyway." 

That hypothetical price at 
which you say, "O.K., I'll take 
them," may be $87.72. This means 
that you turned down those shoes 
when they were offered to you at 
$87.73. There is a very narrow 
margin between a sale and no 
sale. This same thing holds for 
everybody else who may want 
shoes, and it is just as true for 

Mr. Reinarh is a financial consultant. f~rr~erlr a m• mher of a New York Stork Exrbangt firm. 
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every other thing that is traded 
in the market place - yachts, 
houses, bread, and medical serv
ices. Turning the example around, 
it can be clearly seen that every 
penny reduction in the price of 
goods and services permits addi
tional people to enjoy those goods 
and services, and each cent rise 
discourages somebody from that 
enjoyment. Prices, of course, also 
guide production, a higher price 
being a stimulant and a lower 
price a :-;edative to the producer. 

ALL OF us are consumers of lit
erally thousands of goods and 
services. The items now in your 
home probably number well into 
the hundreds. And yet each of us 
produces only three or four goods 
or services - or maybe just one. 
We trade the one that we produce 
for those thousands of things 
that make our lives more gratify
ing. Here's what happens to the 
consumer in particular, and to 
trade in general, when the gov
ernment interferes in the market 
place: 

There was once a time when 
the Czechoslovakians were the 
most efficient makers of shoes. 
They traded their shoes to Ameri
cans for automobiles, farm equip
ment, and other things which we 
produced more efficiently than 
they or our competitors. Our own 
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shoe manufacturers were there
fore faced with converting their 
production to something wherein 
they, too, would be competitively 
productive. But they feared 
change. So, cloaking their fear in 
a worthy cause, they sought gov
ernment "protection." Aid was 
forthcoming in the form of a tar
iff on Czech shoes. 

Prices of shoes went up. A few 
wealthy citizens felt that they 
could no longer afford as many 
shoes as they once had, and the 
less wealthy were obliged to own 
fewer shoes or deprive themselves 
of something else they may have 
wanted. Some, who could afford 
to wear shoes at Czech prices, now 
chose to go shoeless rather than 
pay the new "protected" prices. 

Although we are mainly con
cerned with the consumer, it can 
also be seen that government in
terference affects others. For ex
ample, some marginal retail shoe 
stores were now forced out of 
business, and more prosperous 
stores found themselves less pros
perous through loss of trade. The 
same holds true for the shoe im
porters, wholesalers, jobbers, and 
others. The Czechs, of course, 
have had their shoe market cur
tailed. And the manufacturers of 
those items which had been used 
in trade for the Czech shoes were 
injured in proportion. This is 

only part of the picture, but it 
does serve to illustrate the end
less harm generated when govern
ment enters the market place. 

Take silver as another example. 
How much more silverware would 
you own today if there were a 
free market price for silver? 

The examples are endless. The 
government today is in thousands 
of market places - directly and 
indirectly. Indirectly, the govern
ment can price an article beyond 
the reach of millions simply 
through taxation. The tax on lux
ury items, such as jewelry and 
furs, is an excellent example. How 
many husbands have saved to buy 
their wives a piece of jewelry only 
to find that, although they could 
afford the desired item, they 
couldn't afford the tax thereon? 

The extent of such hindrance to 
trade is truly enormous when one 
weighs the total cost of govern
ment against the fact that the 
margin for exchange may be no 
wider than a penny. 

The government can never re
peal this basic law of demand and 
supply - nor its consequences. 
Its interference in the market 
place can only increase total costs 
and prices - and thus prevent 
your owning and enjoying addi
tional goods and services you 
want and could afford at free mar
ket prices. 



Flies in the Sugar Bowl 
If anyone seeks an example of the 
utter and total failure of govern
ment intervention as a substitute for 
the free-market method of satisfy
ing human wants, let him study the 
sugar situation in the United States. 

Paul L. Poirot 

I N STRICT confidence, many an 
American farmer will tell you 

he doesn't really believe in all 
these government farm support 
programs; he'd rather stand on 
his own two feet and compete in a 
free market. But then he'll go on 
to explain that one of the big rea
sons why he has to have some 
government aid is because non
agricultural businesses enjoy tar
iff protection. And a great many 
American voters act as if they see 
logic and justice in such a claim. 

But an American grower of sug
ar cane or sugar beets can't very 
well use such an argument, for he 
farms behind a substantial wall of 
tariff protection, or what amounts 
to the same thing in the form of 
quota restrictions against imports 
of sugar. 

It's quite an ancient wall that 
protects domestic producers of 
sugar-about as old as the United 

States. When this nation was 
young, the wall was primarily a 
mechanism for collecting revenue 
- on sugar as on many other im
ported items. 

In those days, maple trees pro
vided much of the domestically 
produced sugar, accounting for up 
to 40 million pounds a year as re
cently as a century ago. There
after, competition from cane and 
beet sugar plus more favorable 
employment opportunities else
where, gradually took the joy out 
of the "sugar bush" business un
til it has virtually disappeared. 

While the maple sugar industry 
was dying, domestic production of 
sugar cane and beets increased, 
though not as fast as the popula
tion and its growing appetite for 
sugar. 

In the latter part of the nine
teenth century, a number of Euro
pean governments - aiming to 

Dr. Poirot is a mtmbtr of tht staff of lht Foundation for &onomir Education. 
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encourage and protect their do
mestic sugar industries - im
posed heavy import duties and 
paid substantial bounties on ex
ports of sugar. This could have 
meant quite a break for Ameri
can consumers - a foreign-sub
sidized supply of sugar - except 
that American sugar growers 
were politically powerful enough 
to obtain a similar tariff-plus
bounty arrangement in this na
tion under the McKinley Bill of 
1890. From then on, with minor 
exceptions, the governmental pol
icy relative to sugar has been to 
protect domestic producers rather 
than to raise revenue. 

For several years prior to 
World War I, from a fifth to a 
fourth of the sugar requirements 
of the United States were satis
fied through the "protected" do
mestic sources. More than three
fourths of the supply in that 
period came over a tariff wall 
amounting to nearly 2 cents a 
pound. 

I NTERFERENCE with ocean ship
ping during World War I threat
ened imports of sugar to the 
United States. Even though the 
government lowered the tariff wall 
during the war, sugar was com
paratively scarce, and consumers 
resorted to the old trick of offer
ing more money for the precious 

sweetener. This might have re
sulted in sqbstantially increased 
domestic sugar production, except 
that the government fu r ther in
tervened with ceiling prices; and 
potential sugar producers prompt
ly turned to other crops from 
which they could still reap the 
consequences of war time inflation. 
During the war years of most ur
gent demand in the United States, 
domestic production of sugar was 
a less reliable source of supply 
than were imports. 

When sugar price ceilings were 
lifted following the war, the price 
jumped temporarily in 1920 to 
22.5 cents a pound. At such prices, 
the pent-up demand was soon sat
urated ; supplies increased as 
growers a I I o v e r t h e world 
switched back to sugar produc
tion, and by the end of 1921 the 
price of r aw Cuban sugar at New 
York had fallen as low as 1.82 
cents a pound. This, of course, 
was quite a blow to sugar growers 
in the United States. But with 
tariff protection, and some price 
recovery, they struggled through 
until the depression when, in 1932, 
the price of raw sugar fell to less 
than a penny a pound. 

The government intervened in 
behalf of domestic sugar growers 
with the Jones-Costigan Act in 
1934. This Act enabled the gov
ernment of the Uni ted States to 
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do to American consumers what 
German U-Boats had threatened 
during the war: cut off or cut 
down on imports of sugar. One of 
the arguments for such action by 
our own government was that it 
would help develop and protect a 
domestic sugar industry. In a 
roundabout way, that could have 
been what the Kaiser had in mind 
ior us, too, though our govern
ment officials seem to have missed 
the point until 1934. By World 
War II, however, we'd forgotten 
the point again. Ceiling prices 
were reimposed on sugar, thus 
discouraging domestic production 
at the very time when foreign 
supplies were most likely to be 
cut off. We'd built up a peacetime 
industry, presumably as a defense 
measure, only to destroy it by 
price control while the crisis of 
war was upon us. As in World 
War I, domestic production again 
proved to be a less dependable 
source of supply than were im
ports of sugar. 

IF TAXATION without representa
tion were as keenly resented to
day as at the time of the Boston 
Tea Party, the inland waters of 
the United States would be satu
rated with sugar. The tribute on 
tea levied by old King George 
against the colonists was a minor 
item in contrast to the cost of 

government intervention which 
American consumers have been 
paying on sugar, particularly since 
the passage of the Jones-Cos
tigan Act. By means of import 
quotas, tariffs, and sugar process
ing taxes, the price of sugar in 
the United States has been boost
ed above world market levels, in
volving extra cost to consumers 
of nearly $6 billion since 1934. 

In these days of $65 billion to 
$70 billion federal budgets, an 
item so inconspicuous as a sugar 
tax of roughly 3 cents a pound no 
longer incites Americans to rebel
lion. Housewives count the calo
ries rather than the cost - and 
continue to pay more than 50 per 
cent above the world market price 
for sugar. Admittedly, this is a 
tiny extra cost when measured by 
the lump or teaspoon; yet it runs 
to something like $10 a year for a 
typical family. 

And for what? For growers of 
sugar cane and sugar beets who 
claim hardship and a need for fed
eral aid if some other occupation 
seems more attractive than theirs 
in peacetime - who wave the flags 
of national defense when the 
world is at peaceful trade - yet 
turn as quickly as any other patri
otic citizen to a more remunera
tive occupation, if they can find 
it, when war is declared! 

Before anyone concludes that 
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this is a specific condemnation of 
the behavior of the 1ugar growers 
of the United States, let's return 
to the opening point. The point 
was that tariffs and import quotas 
and other restraints upon trade 
are not confined to items of indus
trial production. Farmers, various 
professional groups, laborers, and 
others too have had experience be
hind tariff walls. But the sugar 
tariffs and quotas did not save 
the maple sugar industry, nor 
have they spelled unmitigated 
prosperity for sugar cane and 
sugar beet growers who still com
pete against one another until the 
least efficient are obliged to seek 
other employment. And the same 
holds for every other "protected" 
industry or occupation in any na
tion where individuals are still 
free to switch from one job or 
business to another. The political 
barriers to foreign trade merely 
mean that American consumers 
are forced to pay more for the 
goods or services involved than 
would be the case in a free mar
ket. 

The more than 50 per cent pre
mium over world market prices 
for sugar is funneled through the 
federal government to help pay 
the administrative costs of such 

intervention, to maintain a do
mestic industry larger than a free 
market would sustain, and to sub
sidize the favored few foreign 
producers who hold quota licenses. 

A further point of this story 
about sugar is that farm price 
supports cannot be justified by 
the argument that industry has 
its tariffs and that labor is organ
ized. The competition behind tar
iff walls is just as keen as with
out such barriers. All American 
consumers, not farmers alone, pay 
the costs of such intervention. As 
for the excuse that labor is organ
ized, Dr. Harper has shown in the 
March 1956 FREEMAN - "Why 
Wages Rise" - that there is no 
causal relation between union 
membership and the level of wage 
rates. And even if there were, a 
man can quit farming and join a 
union if he likes. 

Sugar cane and beet growers, 
as well as American consumers of 
sugar, sometime should realize 
that the government really hasn't 
any magic power to improve upon 
or even come close to matching 
the unhampered competitive mar
ket device for the maximum serv
ice of the peaceful interests of 
everyone concerned. 



The President's load is also a consider
able burden upon the taxpaying citizenry. 

Lessening 
the President's 
Load 

Samuel J. Kornhauser 

MR. EISENHOWER'S illness 
has emphasized the widely 

held opinion that the presidency 
necessarily subjects the incum
bent to excessive strain. The mag
nitude of the burden is usually 
summed up in the words: "It is a 
killing job." There is a prevailing 
feeling that something be done 
about it, and this has evoked nu
merous published comments and 
proposed cures. The suggested re
forms, however, are not directed 
to reducing the accumulated load 
on the office, but to diverting from 
the President to additional subor
dinates some of the stress by 
which he is said to be harassed 
and enervated. They treat the 
surface manifestations, not the 
seat of the malady: the multifar
ious major tasks which have be
come lodged in the Executive De-

partment, but do not belong there. 
Obviously it is absurd to con

sume the President's time and en
ergy with a multitude of mechan
ical exertions, some of which are 
not unimportant, but transferable, 
like signing papers, trivial hand
shakings, medal pinnings, and sim
ilar nonsense. Nor is it good busi
ness administration to have more 
than a few chief subordinates re
port directly to him. But if you 
removed all minor distractions, 
there would still remain the myr
iad, many-sided weighty prob
lems constantly arising out of the 
enlarged responsibilities which by 
Jaw, and usage, have been en
grafted on the office. The stark 
fact is that the Executive Depart
ment has become so enormous that 

Mr. Kornhauser, retired lawyer and buJineJJman, 11 a contributor on xovernment and conJtitu· 
tiona/ law to various periodicals. 
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no man, no matter how vast and 
versatile his capacity might be, 
can adequately cope with its im
mense exactions. 

It is a huge labyrinth of bu
reaus and personnel which remove 
control farther and farther from 
the man in whom the Constitution 
vests all the "executive power" of 
the United States. This is the 
blight of bureaucracy. Yet the 
remedies proposed to mitigate the 
strain of the presidential respon
sibilities would make his control 
even more remote by further dele
gation and dilution. It is as if the 
cure for the evils of bureaucracy 
were more bureaucracy. Through 
such folly we have drifted into a 
perilous predicament. The real 
hope of extricating ourselves lies 
not in further distribution of the 
President's load, but in reducing 
the size of the entire Washington 
load. This means restoring the 
equipoise, which the Constitution 
demands, between the prescribed 
limited - but sufficient - pow
ers assigned to the federal gov
ernment and the unfettered exer
cise by the states of all undele
gated political powers. 

In his excellent article in the 
January Reader's Digest, Mr. Wil
liam Hard has shown up much of 
the rubbish of superficial think
ing which clutters this subject. 
He points out that no President 

has been killed by overwork. And 
he might have added that the al
leged deadly nature of the office 
does not deter candidates from 
sustaining the most arduous exer
tions, immense sacrifices, and con
science-gripping compromises to 
obtain this "killing job." Also, 
what tenant of the White House 
has willingly surrendered his lease 
after four years' occupancy? Mr. 
Hard further points to our two 
living ex-Presidents, both, in their 
respective terms, beset by the 
most onerous and vexatious prob
lems, who are still in robust health 
-one 72, the other 81. Mr. Hard 
shows that under existing laws 
Mr. Eisenhower has done much to 
improve the dispatch of business 
in his department, and can do 
much more ; that facts come to 
him in concise, compact form; 
and that many minor t asks have 
been shifted to others. 

BuT NO AMOUNT of "streamlin
ing" of the colossal Executive De
partment can reach the heart of 
the disturbing issue it presents. 
The suggested palliatives are an 
attempt to perfect a huge bureauc
racy, and there is no such thing 
possible as a perfected huge bu
reaucracy. The excessive burden 
laid on the Chief Executive is the 
harvest of the inordinate powers 
which have become centered in 



12 THE FREEMAN May 

the federal government. The only 
effective means of reducing the 
President's tasks to the scope of 
reasonable human capacity is cur
tailment of the overgrown func
tions implanted in Washington. 

All three departments of our 
government share the blame for 
the growth of federal authority to 
its present mammoth dimensions. 
Congress passed the laws which 
enthroned big government in 
Washington; a Supreme Court, 
dominated by sociological rather 
than judicial concepts, sustained 
these laws; and Presidents have 
more and more endowed them
selves with self-made extraneous 
prerogatives. The impact of war 
and economic distress jarred the 
people by and large from their 
normal sanity; they fell for the 
lure of blessings bestowed by the 
State, blind to the fact that they 
were dissipating their richest her
itage: the safeguards of human 
liberty erected in the Constitu
tion. 

The short cut to "welfare" 
through projects, endowed and ad
ministered by Washington, has 
led to an endless series of commis
sions, authorities, and agencies 
designed to supervise business and 
personal affairs and to supplant 
local self-government. As with an 
addict to narcotics, ever-increas
ing doses are needed to satisfy 

the craving. Management of this 
vast accumulation of anomalous 
establishments falls to the Presi
dent and creates a large part of 
the removable load he now car
ries. That phase of the problem 
can be solved if Congress, by re
peal of laws, restores the pur
loined powers of the states, and 
leaves to them exploits in the field 
of welfare legislation under the 
immediate eye and control of the 
citizens affected. 

BuT THERE IS one aspect of the 
problem, the solution of which 
rests chiefly with our Presidents 
themselves. Perhaps the most dev
astating strain on the Chief Ex
ecutive is imposed by the adven
titious function of legislative lead
ership which has become associat
ed with his office. This is a wholly 
extra-constitutional function. The 
Constitution makes him an execu
tive, not a lawgiver. In its initial 
sentence it ordains that "all leg
islative powers herein granted 
shall be vested in a Congress of 
the United States." That creates 
the exclusive right and responsi
bility with respect to legislation. 
Obviously, it follows that legisla
tive leadership should come from 
within, and be maintained within, 
Congress alone. Yet now, not only 
is the President expected to origi
nate a detailed program of desir-
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able laws, but also to procure 
their enactment by resort to every 
resource at his command. The 
friction and heat engendered in 
the struggle to win over sufficient 
support for his bills create the 
most exhausting trials to which 
he is subjected. 

Nothing in the Constitution 
justifies this intrusion into the 
field allotted to Congress. The 
Constitution directs the President 
to submit information to Con
gress and to recommend for its 
consideration such measures as he 
deems necessary and expedient. 
Nothing more is authorized. No
where, by word or implication, is 
the President given leave to use 
the power and prestige of his of
fice to lash members of Congress 
into obedience to his will. He is 
authorized to recommend, not 
command, enactment of laws. If, 
after submitting facts and recom
mendations, he would leave the re
sponsibility for legislation square
ly on Congress where it belongs, 
and content himself with giving 
advice, that would go far to re
lieve him of undue burdens. 

Nor would renunciation of such 
accretions to the office impair its 
proper position and influence. 
From the beginning, the sphere 
of the presidency, within its plain 
constitutional limits, was enough 
to excite the ambition of men of 

stature and renown. With the ex
traordinary growth of our nation, 
competent administration of the 
undilated functions of the office 
is enough to tax the most eminent 
ability. He is charged with the 
duty of enforcing obedience to 
law; of managing all executive 
departments, among which our 
colossal military establishment is 
alone an enormous task; of being 
the agency for contact and nego
tiations between our government 
and all foreign governments, re
quiring him to keep watch on 
what goes on in every corner of 
the world, and to cope with the 
mess of international politics into 
which we have been plunged. In a 
word, the job held within con
stitutional dimensions is big 
enough. 

THE TASK, then, is not to find 
means of accommodating our
selves to the existing puffed-out 
powers of the presidency, but to 
cut down the office to its designed 
size. It can be done if our Presi
dents cease trying to play the role 
of Prime Ministers, and if Con
gress remains within the bound
aries delineated to limit its range. 
The governmental machinery of 
forty-eight states can take up the 
load if the functions illegitimately 
assumed by Washington are ab
rogated. 
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America has given the world a 
priceless demonstration that fed
eral union, subject to local self
government, can be successfully 
applied to a gigantic political ag
gregation, spread over a vast ter
ritory, and composed of a popula
tion derived from immigrants in
ured to many diverse ancestral 
cultures. John Fiske, eminent his
torian and philosopher, who had 
so competent a grasp of our con
stitutional system, put into these 
few words the essence of the fed
eral union concept: "How to in
sure peaceful concerted action 
throughout the Whole, without in
fringing upon local and individual 
freedom of the Parts . ... " We 
did that. Yet, particularly in the 
last quarter century we have al
lowed that rich heritage to be
come impaired. 

IT IS A STRANGE aberration which 
has led the bulk of our people to 
embrace and approve the prodi
gious centralization of power in 
Washington at the very time 
when big business finds it impera
tive to adopt a form of organiza
tion which accords the largest 
measure of local freedom to its 
parts compatible with concerted 
action throughout the whole. Take 
General Motors, for example, a 
combination of numerous, separ
ate, large business entities. This 

far-reaching industrial empire 
could not be well conducted di
rectly from a central office. The 
management of each component is 
given the utmost freedom of ad
ministration within the scope of 
its allotted domain and objectives, 
including competition with asso
ciated units, but answerable to 
the central authority for conform
ity to directions designed to pre
vent disharmony and to promote 
over-all success. Thus by this 
"sincerest flattery" does big busi
ness pay tribute to the essential 
principles of federal union embod
ied in our system of national gov
ernment nearly 170 years ago, 
and proved valid in the long test 
since. Surely in this connection 
there should be no dissent from 
Secretary Wilson's declaration 
that "what is good for General 
Motors is good for the United 
States." 

The issue involved concerns 
every future President whether 
he is 55 or 75. Not only the ac
cumulated excessive burdens, but 
also the impossibility of duly dis
charging the obligations imposed, 
are detrimental both to the in
cumbent and the country. The 
remedy lies in re-establishing the 
submerged powers of the states, 
and confining to their designed 
province the limited functions of 
the federal government. 



Do-It-Yourself 

THE "DO-IT-YOURSELF" movement 
is one of the most striking de

velopments of the postwar years. 
People undertake all manner of 
repair jobs; decorate and remodel 
their homes; build furniture, ga
rages, boats, and toys. They equip 
workshops and studios; acquire 
working knowledges of painting, 
paper hanging, carpentry, plumb
ing and electricity. Across the 
countryside one can even see peo
ple building their own houses from 
the foundation. The five-day week, 
more paid holidays and vacations, 
and compensated unemployment 
give extra time for home pro
jects .... 

The postwar decade has been a 
period of over-full employment, 
booming construction, and rising 
wages. Building, plumbing, elec
trical, and painting contractors 
not unnaturally favor the bigger 
projects. Industry has tempted 
the odd-jobs handyman into regu
lar employment. While anything 
mass-produced is comparatively 
cheap, custom-made products are 
impossibly dear. A person often 
is forced to handle his own main
tenance and repair job because no 
one else can be found to do it, at 
least within any sensible cost. 
When a skilled surgeon, dentist, 

or diemaker is compelled to take 
time off to fix a leaking pipe or 
glaze a broken window, there is 
waste of human r esources. Over
full employment undermines the 
efficiency of the economy. 

This uneconomic application of 
labor is accelerated by the income 
tax. The marginal dollar the sur
geon, dentist, or diemaker earns 
in his regular work has to be 
shared with Uncle Sam. It shrinks 
to seventy, sixty, fifty cents, or 
even less. The greater the skill, 
the higher the tax. There is no 
tax on what you do for yourself. 

Do-it-yourself projects give 
benefits free of income tax. And 
there is no tax on the time devot
ed to filling out the income tax 
return and studying ways and 
means of easing the tax burden. 
"Taxmanship" is the generic name 
that has been given to the art of 
finding items that do not have to 
be shared with Uncle Sam or that 
can be subtracted from otherwise 
taxable income in order to reduce 
the tax due or qualify for a re
fund of tax withheld. The income 
tax return engages all the wits 
and money-saving instincts of mil
lions of do-it-yourself fans. 

The Internal Revenue Service 
has urged people to work out their 

16 
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returns for themselves, to spare 
the burdens on the revenue agents. 
Internal Revenue Commissioner 
Russell C. Harrington gives assur
ance that the return is not com
plicated: "A high school kid 
should be able to fill out the aver
age return if he knows arithme
tic." 

With do-it-yourself projects, 
outward simplicity is often decep
tive. The real do-it-yourself fan 
ignores the simplicities of the law 
so as to give undivided attention 
to the complexities. The biggest
selling of all how-to-do-it books 
are the popularized guides to in
come tax savings .... 

The taxmanship movement has 
a simple foundation. Congress has 
been remiss in getting tax rates 
down to tolerable levels. So the 
enterprising citizen is driven to 
do it himself. 

Gratifying as it is to observe 
still another manifestation of the 
resourcefulness of the American 
people, there are some less satis
factory aspects of the movement. 
The income tax rates set the re
wards for evasion so high that 
the basic honesty of the people is 
sorely tested. Mr. T. Coleman An
drews, Mr. Harrington's predeces
sor as Internal Revenue Commis
sioner, said on a radio program a 
month ago that the present pro
gression of personal income tax 
rates is "the greatest potential 
that anyone has ever thought of 
for making out of us a nation of 
liars and cheats." 

It would be well for the Con
gress to give heed to trends that 
undermine the moral base of our 
civilization. 

From the Monthly Letter, March 1956, T he 
First National City Bank of New York. 

Abolish This Evil Tax 
I N WHAT the New York Daily 

News describes as "a dynamite 
loaded speech," former Collector 
of Internal Revenue, T. Coleman 
Andrews, recently proposed the 
complete abolition of the federal 
income tax. Andrews, when he was 
collector, found out firsthand how 
discriminatory, how unfair, and 

how dangerous to economic lib
erty this tax has been. In trying 
to enforce its complex and puni
tive provisions he ran into many 
cases of deliberate or inadvertent 
evasion. In frustration, he even 
castigated the courte for failing 
to throw the book at those ac
cused of "tax evasion." He now 
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realizes that it is the tax itself 
that invites evasion and legalistic 
schemes for avoiding payment. 

' Everybody who ever made out an 
income tax form knows that it is 
virtually impossible to avoid mak
ing a mistake either for or against 
yourself unless you hire a certi
fied public accountant or tax law
yer to help you. 

Mr. Andrews charges that the 
income tax discriminates sharply 
against the middle income group 
- those making from $8,000 a 
year to $25,000 a year. It virtual
ly confiscates all income above 
those levels. Anyone who has seen 
the "$64,000 Question" or the 
$100,000 show, "The Big Sur
prise," is aware of that. A young
ster who recently won $100,000 
was able to salvage for himself 
only $37,000 of it after the feder
al tax collector got through with 
him. And he had to adopt the legal 
maneuver of having himself de
clared the "head of a family" to 
be able to keep that much! Such 
confiscation obviously discourages 
the incentive to take risks, which 
is what our whole free economic 
system has been built upon. 

Every American would love to 
be able to stop making out that 
viciously confused and complex 
income tax form. The income tax 
itself is the radical change in 
American life. When it was en-

acted, nobody ever thought, except 
perhaps socialists and commun
ists, that it would ever take 90 
per cent of a wealthy man's in
come and 20 per cent of an aver
age man's income. Such a tax is 
completely contrary to the original 
constitutional principle that every 
citizen has a right to be treated 
equally under the law and not be 
discriminated against simply be
cause he is more enterprising 
than his fellows. It attacks the 
right of every citizen to win as 
much wealth as his ability and his 
work permit him in competition 
with his fellows. 

The dynamic economy of this 
country, which brought our living 
standard to a point where it is 
the envy of even the richest other 
nation in the world, was created 
by these incentives of free compe
tition, by risk capital, by allowing 
a citizen to be rewarded accord
ing to his work instead of adopt
ing the communist principle of 
rewarding each "according to his 
needs." The growth of the pro
gressive income tax has imposed 
a limitation on the American com
petitive system that can, in the 
end, destroy that system and re
place it with a Marxian society 
that levels all people off in legis
lated poverty. 

Prom an editorial in the IntiianapoliJ St11r, 
March 2. \956. 



Some Mistakes of Marx 
William Henru Chamberlin 

THE EVIL that men do lives 
after them." This maxim ap

plies with singular force to the 
work of Karl Marx. The life of this 
apostle of socialism, communism, 
and class war was spent, for the 
most part, in obscure and some
times squalid poverty. Marx was 
unable to make even a humble liv
ing as a writer and journalist; he 
had no other trade or profession. 
He would probably have had to go 
on poor relief, in his time less 
generous in England than it is 
now, if it had not been for hand
outs from his disciple and collab
orator, Friedrich Engels, who en
joyed the advantage of having a 
successful capitalist father. 

Marx's record of political 
achievement at the time of his 
death seemed quite sterile. Be
cause, in a moment of bravado, he 
renounced Prussian citizenship, 
he was unable to go to Germany 
or take any intimate part in the 
German socialist movement. He 
played no role in English politics. 

To put it mildly, Marx was not 
a mellow or lovable character. His 
habits of excommunicating from 

the socialist movement everyone 
who disagreed with him kept 
his circle of friends very limited. 

There is an abundance of his
torical evidence for Max East
man's caustic profile of Marx in 
Reflections on the Failure of So
cialism: 

If he ever performed a generous 
act, it is not to be found in the rec
ord. He was a totally undisciplined, 
vain, slovenly, and egotistical spoiled 
child. He was ready at the drop of 
a hat with spiteful hate. He could be 
devious, disloyal, snobbish, anti
Semitic, anti-Negro. He was by 
habit a sponge, an intriguer, a ty
rannical bigot who would rather 
wreck his party than see it succeed 
under another leader. 

BuT IF there were few mourners, 
literally or figuratively, at the 
grave of Marx the man, the idea 
of Marxism, the vision of a world 
in which the proletariat, op
pressed by capitalism, was to be
come the architect of new millen
nia! order, marched from success 
to success. 

Before World War I Marx was 
revered as the founding father of 

Mr. Chamberlin, author of Jht definitive two-volume history of tht Ruu ian Rtvolution and numt r
ouJ other book1 and ltrticleJ on world affairJ, iJ uniquely qualified to discuu Marxian <rrors by 
having Jived ~tnd !raveled whert Juch mislalu J art moll obvious. 
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the socialist parties which had 
sprung up in most European coun
tries. Because a Russian genius 
of revolutionary action, Vladimir 
Ilyitch Lenin, swallowed Marx's 
ideas whole without conscious r es
ervation, Marxism became the 
creed of the new communist re
gime in Russia. 

This regime, which has never 
wavered in its belief that some
day its power will encompass the 
entire world, represents a revolt 
against all the values of Western 
civilization, against religion and 
the moral law, against civil and 
personal liberties, against the 
right to own property, which is 
one of the first and most indis
pensable of human liberties. After 
World War II communism, the 
offspring of Marxist teaching, ex
tended its dominion over China, 
over the countries of Eastern 
Europe, so that today it has been 
imposed as a dogmatic faith on 
more than one third of the popu
lation of the world. 

And the influence of Marx is by 
no means restricted to nations un
der communist rule. The appeal 
of Marxian ideas to European 
socialists, to the half-baked intel
lectuals of newly emancipated 
countries in Asia has been consid
erable. And, although the number 
of persons who can honestly claim 
to have read through with com-

prehension the dry and abstruse 
Capital must be small, the simpli
fied version of Marxist theory pre
sented in The Communist Mani
festo and elsewhere possesses 
strong psychological appeal. 

Marx professed to know all the 
answers, to offer a complete ex
planation of human activity on 
the basis of historic materialism. 
In the Marxian scheme there is 
a hero, the proletariat, a villain, 
the bourgeoisie; and the hero is 
represented as a certain ultimate 
winner. There is a vision of revo
lutionary victory that will trans
form the conditions of human ex
istence and usher in a millennium, 
of the nature of which, to be sure, 
Marx offers few and vague hints. 
To trusting minds which accept 
Marx's premises and assumptions 
without question there comes an 
intoxicating sense of being in step 
with history, of professing a creed 
that is based on infallible science. 

BuT IT IS just this myth of in
fallibility that is the Achilles' 
Heel of Marx as a thinker, of 
Marxism as a system. An exami
nation of the works of Marx and 
his collaborator Engels reveals 
ten big mistakes, of which some 
are so fundamental that they com
pletely discredit, as a preview of 
the future, the whole superstruc
ture of faith in capitalist misery 
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and doom, and socialist prosperity 
and triumph, which Marx labori
ously reared on a foundation of 
Hegelian metaphysics and minute 
research in government reports 
on the seamy sides of early Brit
ish capitalism. These mistakes are 
as follows: 

(1) The doom of capitalism is 
assured because under its opera
tion the rich will become richer 
and fewer; the poor will become 
poorer and more nume?"Ous. To 
quote one of the more striking 
rhetorical passages in Capital : 

While there is a progressive di
minution in the number of the cap
italist magnates, there occurs a cor
responding increase in the mass of 
poverty, oppression, enslavement, de
generation and exploitation. But at 
the same time there is a steady in
tensification of the wrath of the 
working class-a class which grows 
ever more numerous and is disci
plined, unified and organized by the 
very mechanism of the capitalist 
method of production. Capitalist 
monopoly becomes a fetter upon the 
method of production which has 
flourished with it and under it. The 
centralization of the means of pro
duction and the socialization of la
bor reach a point where they prove 
incompatible with their capitalist 
husk. This bursts asunder. The knell 
of capitalist private property sounds. 
The expropriators are expropriated. 

These are resounding words, 
but utterly empty words, in view 
of the fact that social and eco
nomic development in capitalist 
countries has proceeded along a 
precisely opposite direction from 

the one predicted by Marx. What 
was in Marx's time a social pyra
mid has become more like a cube. 
The capitalist system has brought 
to the working class not increas
ing "oppression, enslavement, de
generation and exploitation," but 
an increasing share of new inven
tions and comforts that did not 
even exist for the wealthy a hun
dred years ago: automobiles, ra
dios, television sets, washing ma
chines, as well as money in the 
bank, stocks, and bonds. 

(2) Socialism can only come 
about when capitalism has ex
hausted its possibilities of devel
opment. Or, as Marx puts it in 
his Critique of Political Economy: 

No form of society declines before 
it has developed all the forces of 
production in accordance with its 
own stage of development. 

But, of the three countries 
which, according to Marx, were 
ripest for the transition to social
ism, as most industrially devel
oped, the United States is still, by 
and large, the freest economically. 

The larger free part of Ger
many, after the terrific shock of 
the war, has achieved a remark
able recovery by shedding Nazi 
and Allied controls and resorting 
to old-fashioned individualistic in
centives. Great Britain has set
tled for a kind of socialistic New 
Deal, without violence or outright 
expropriation and well short of 
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Marx's "dictatorship of the prole
tariat." 

On the other hand, the coun
tries where violent revolutions 
were carried out in the name of 
Marx, the Soviet Union and 
China, were, on Marx's own the
ory, completely unripe for social
ism. Capitalism was in a fairly 
early stage of development in 
Russia. Much of China lived in 
precapitalist conditions. Experi
ence has shown that, in precise 
contradiction of Marxist dogma, 
capitalism is harder to overthrow 
as it strikes deeper roots and 
shows what it can accomplish. A 
plausible case can be made out for 
the proposition that, although po
litical and economic change would 
have come to Russia, there would 
have been no communist revolu
tion if World War I had been 
avoided and Stolypin's policy of 
breaking up the old peasant com
munes and giving the peasant 
more sense of individual property 
had developed long enough to 
yield results. 

(3 ) The "dictatorship of the 
proletariat" is a just and feasible 
form of government. This is 
based on two false assumptions : 
that the "proletariat," or indus
trial working class, has some kind 
of divine right to rule and that 
governing power can be directly 
exercised by this group of the 

population. Both are wrong. Marx 
never clearly explained why the 
proletariat, for which he foresaw 
increasing poverty and degrada
tion, would be qualified to rule. 
And Soviet experience and Red 
Chinese experience offer the clear
est proofs that dictatorships of 
the proletariat, in theory, become 
ruthless dictatorship over the pro
letariat, in practice. Absolute 
power in communist states is ex
ercised not by workers in facto
ries, but by bureaucrats, of whom 
some have never done any manual 
work; others have long ceased to 
do any. 

( 4 ) Under socialism the stat~ 
will "wither away." This grows 
out of Marx's belief that the state 
is an instrument for the suppres
sion of one class by another. In 
the classless society of socialism, 
therefore, there will be no need 
for the state. 

Events have played havoc with 
this theory. Nowhere is the state 
more powerful, more arbitrary, 
more of a universal policeman, 
snooper, and interventionist than 
in the Soviet Union. Yet it is here 
that the new regime has abol
ished private property in means 
of production, thereby, according 
to Marx, inaugurating a classless 
society. One is left to choose be
tween two alternative conclu
sions. Either the Marxist theory 
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of the state as an instrument of 
class rule is a humbug or the kind 
of class rule that prevails in the 
Soviet Union must be uncommon
ly crude and ruthless. 

(5) Capitalism (in the nine
teenth century) has exhausted its 
productive possibilities. This flat 
statement is made by Marx's alter 
ego, Engels, in his Anti-Duehring, 
written before the internal-com
bustion engine, X-rays, aviation, 
synthetic chemistry, and a host 
of other enormously important 
additions to the productive proc
ess, brought into existence by 
the stimulus of capitalism. 

( 6) All ideas, all forms of intel
lectual and artistic expression 
are a mere reflection of the mate
rial interests of the class in pow
er. This conception is expressed 
repeatedly in Marx's writings, 
notably in German Ideology, 
where he writes: "The class which 
has the dominant material power 
in society is at the same time the 
dominant spiritual power . .. . The 
dominant ideas are nothing but 
the ideal expression of material 
conditions." One of the few wise
cracks associated with the name 
of Marx is that the Church of 
England would rather give up all 
its Thirty-Nine Articles of Faith, 
rather than one thirty-ninth of 
its possessions. 

The historical record shows 

that this interpretation of human 
conduct is crudely one-sided and 
inaccurate. Men die far more of
ten for ideas than for material 
interests. The communist victory 
in Russia was not due to the fact 
that material conditions for the 
masses became better after the 
Bolshevik Revolution. This was 
emphatically not the case. What 
did happen was that the organ
ized, disciplined, communist mi
nority acquired an iron grip on 
the masses by its double weapon 
of propaganda and terror, kept 
passions of class hatred and class 
envy at the boiling point, whipped 
laggards into line by ruthless reg
imentation, and thereby preserved 
their regime through years of 
civil war and famine. Sometimes 
the materialistic interpretation of 
history becomes sheer absurdity, 
as in the case of a Moscow musi
cal announcer, whom I once heard 
offer the following bit: 

We will now hear Glinka's over
ture, "Ruslan and Ludmilla." This 
is a cheerful, buoyant piece of work, 
because when it was written Russian 
trade capitalism was expanding and 
conquering markets in the Near 
East. 

It would seem that, in order to 
carry any semblance of plausibil
ity, this should have been accom
panied by proof that Glinka owned 
stock in the expanding companies 
- a highly improbable contin-
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gency, if one considers the eco
nomic status of Russian musi
cians. 

(7) Production depends on 
class antagonism. To quote Marx, 
in The Poverty of Philosophy: 

From the very moment in which 
civilization begins, production begins 
to be based on the antagonism of or
ders, of states, of classes, and finally 
on the antagonism between capital 
and labor. No antagonism no prog
ress. This is the law whicb civiliza
tion has followed down to our own 
day. 

Like many of Marx's "laws " 
this is a mere unsupported asse~
tion of a pedantic dogma. No 
proof is adduced. The greatest 
human constructive achievements, 
the cathedrals of the Middle Ages, 
the great dams and skyscrapers 
of modern times, are the fruit of 
cooperation, not of antagonism. 

(8) Nationalism is a negligible 
force. Marx and Engels lived in 
an age of rising national con
sciousness. Conflicting nationalism 
was the strongest force that let 
loose World War I. Yet in all 
their writings the attitude toward 
nationalism is one of contemptu
ous deprecation. As Isaiah Berlin, 
a fairly sympathetic biographer, 
writes (Karl Marx, p. 188) : 

He consistently underestimated the 
force of rising nationalism; his ha
tred of all separatism, as of all insti
tutions founded on some purely tra
ditional or emotional basis, blinded 
him to their actual influence. 

(9) War is a product of capital
ism. This idea has found some ac
ceptance outside the ranks of the 
Marxist faithful. The temptation 
to seek an oversimplified scape
goat for war is strong. But while, 
theoretically, such Marxian mo
tives as struggle for trade, colon
ies and commercial spheres of in
fluence, might lead to war, there 
is no serious historical evidence 
that any major conflict was ever 
touched off by such considera
tions. There were differences of 
economic interest between the in
dustrializing North and the main
ly agricultural South before the 
Civil War. But these could easily 
have been compromised. What 
made the fratricidal conflict "ir
repressible," in Seward's phrase, 
were the two big political and 
moral issues : secession and slav
ery. 

World War I was purely polit
ical in origin. There was the 
clash between Slav nationalism 
and Austro-Hungarian desire to 
hold together a multinat ional em
pire. A system of tight and al
most automatic alliances turned 
what might have been an Aus
trian punitive expedition against 
Serbia into a general war. 

World War II was the handi
work not of any magnates of cap
italism, but of a plebeian dictator, 
Adolf Hitler, pursuing aspira-
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tions of conquest and military 
glory that far antedate the mod
ern capitalist system. The three 
countries that were best prepared 
for war were the communist dic
tatorship in the Soviet Union, the 
Nazi dictatorship in Germany, 
the authoritarian military regime 
in Japan. Capitalism makes for 
free trade, free markets, limited 
governmental power, and peace. 
And the principal war threat to
day comes from the expansionist 
urge of communist imperialism. 

(10) The worker i s cheated be
cause the employer, instead of 
paying him the full value of his 
work, holds out on him profit, in
terest, and rent. Or, as Marx him
self states his theory of "surplus 
value" (Capital, Modern Library 
edition, p. 585): 

All surplus value, whatever par
ticular form (profit, interest, or 
rent) it may subsequently crystalize 
into, is in substance the materializa
tion of unpaid labor. The secret of 
the self-expansion of capital resolves 
itself into having the disposal of a 
definite quantity of other people's 
unpaid labor. 

It requires little reflection or 
research to realize that "surplus 
value," like many other Marxian 
catch phrases, is a myth. How, 
under any economic system-capi
talist, fascist, socialist, commu
nist - could industry expand and 
provide more goods and more jobs 
for more people if capital were 

not withheld from immediate pay
ment to finance future construc
tion? Perhaps the best refutation 
of Marx's rabble-rousing myth 
that surplus value is a peculiar 
dirty trick of capitalists, prac
ticed against workers, is that the 
extraction of what might be 
called surplus value is practiced 
on a gigantic scale in the Soviet 
Union through the medium of a 
sales or turnover tax that often 
exceeds 100 per cent. 

It is amazing that, with such a 
demonstrable record of failure to 
understand either the world in 
whkh he was living or the direc
tion in which that world was go
ing, Marx should be hailed as an 
unerring prophet. The truth is 
that there is nothing remotely sci
entific about Marx's socialism. He 
started with a set of dogmatic a 
priori assumptions and then 
scratched around in the British 
Museum for facts that would 
seem to bear out these assump
tions. Like the Emperor in the 
fairy tale, Marxism, for all its 
ponderous appearances, really has 
no clothes on when examined in 
light of realities, in Marx's time 
and in our own. His supposedly 
infallible system of interpreting 
history and life is riddled with 
mistakes, of which the foregoing 
ten are only the most obvious and 
the most glaring. 



A Fair Wage 
C. W. Anderson 

"\VTE MUST recognize that every 
W employee is entitled to a fair 

wage." So concluded the speaker, 
a respected manufacturer and civ
ic leader, elaborating on the de
velopment of industrial states
manship at a typical gathering of 
American businessmen. Audience 
reaction indicated full approval of 
this, the voice of "enlightened" 
management! 

While applauding the urge for 
more statesman-like industrial 
management, let us examine the 
implications of this particular 
declaration: a right to a fair 
wage. 

Suppose, for instance, that a 
man is employed to produce ordi
nary aluminum measuring cups. 
Working with only such hand 
tools as a hammer and cutting 
shears, he is able to cut and form 
two cups an hour - 16 in an 8-
hour day; and these hardly the 
streamlined models which grace a 
modern kitchen. 

A block away, a man using a 
press, dies, and other mass pro
duction equipment turns out high 
quality aluminum measuring cups 

at a rate of 320 a day. What is a 
"fair wage" in each of these 
plants? Is it the same for the 
man who forms cups with hand 
tools as for the man who mass 
produces them at twenty times the 
first man's rate? 

If the advocate of "fair wages" 
begins with the assumption that 
a dollar an hour is a fair wage 
for the man using hand tools, it 
is clear that each cup must sell for 
no less than 50 cents - just to 
cover labor costs. But charging 
any such price for handmade cups 
obviously is out of the question if 
superior cups from the nearby 
competing plant are offered, shall 
we say, at 15 cents each. 

If the consumers' choice is to 
. be a determinant of the price of 

cups, then it appears that this 
hand craftsman - for the job he 
is doing - may not be able to 
earn more than a few cents an 
hour. Were he to insist on more 
from his employer, he'd obviously 
price himself out of that job. 
This, of course, would leave him 
the alternative of seeking employ
ment elsewhere; possibly at the 
more highly mechanized plant in 
the next block. 

Within an economy of open 
competition, it seems reasonable 
that any person should be free to 
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choose from among various avail
able employment opportunities. 
But if all interested parties - in
cluding employers and consumers 
-are to be equally free to choose, 
then it is clear that the employee 
may not arbitrarily set his own 
"fair wage," and demand a job at 
that rate. Nor can an employer 
arbitrarily maintain for an ap
preciable time a "fair wage" 
that is much higher or lower than 
is indicated by the competitive 
situation. If he tries to pay more 
than is justified by the productiv
ity of his men, he must face bank
ruptcy. And if he pays much be
low the prevailing level in that 
area, his workmen will quit. 

If freedom of choice is to be 
respected, then the only fair wage 
is one determined by the purely 
voluntary process of competitive 
bargaining in a free market. 

One may deplore the plight of 
the poor fellow in the unmechan
ized plant : how will he use his 
skills? Indeed, it is unfortunate 
if he lacks the modern equipment 
to make his efforts most produc
tive. But to suggest that he 
should receive more than is re
flected in the price consumers will 
voluntarily pay for cups is to re
ject the ideal of competitive pri
vate enterprise, and to accept 
Marxian philosophy. That would 
be saying in effect that need, and 

not productivity, determines 
wages ; and that once a person 
starts work at a certain job, he 
has a vested interest in that job 
and a right to receive more than 
he can earn in it. We may decry 
the decisions of consumers in the 
market place if they reject the 
high-priced product of the hand
skilled employee, but the only sub
stitute arrangement is to deny 
the consumer's right of choice -
by law, forcing him or some other 
taxpayer to subsidize the particu
lar craftsman. 

So a "fair wage" is not some
thing static which anyone can 
pick out of the air or arbitrarily 
define. It is not a fixed amount 
for every employee, but a figure 
that varies with each person and 
situation. The physical strength 
and technical skill of the employ
ee may be highly important fac
tors; but from this simple illus
tration it is clear that neither 
these, nor the man's needs, can 
be the sole determinants of wages. 
The most important single factor 
is productivity which proceeds 
from investment in tools. When 
this truth is recognized, it wholly 
displaces the fallacious idea of a 
right to a "fair wage." 

Understanding of this economic 
fact would be an important step 
in the development of industrial 
statesmanship. 



Why Wages Rise: 
3. DIVIDING THE PIE F. A. Harper 

Real wages in the United States are about five times as high 
as they were a century ago. The first in this series of articles 
showed that this rise apparently is not, as commonly believed, 
due to the growth of labor unions. 

The second article in the series showed the close parallel be
tween changes in incomes and productivity. Higher wages come 
from increased output per hour of work. This is not a new or 
profound discovery. For how could consumption be greater than 
production? 

Wages, however, are not the only part of the economic pie. 
Why, then, couldn't wa·ges be raised by giving the employee a 
larger share? That is the question to be dealt with in this article. 

FOR PURPOSES of this discus
sion, the pie of personal in

comes may be thought of as di
vided into two par ts. One is the 
pay for work done currently and 
the other is pay for the use of 
savings - income from work done 
in the past and not used for con
sumption at that time. 

Pay for work done currently in
cludes wages and salaries, or the 
equivalent in some other form of 
economic reward. On the other 
hand, income from the use of sav
ings includes interest on money 
loaned, dividends on shares of 
ownership, rent on real estate, 
and the like. 

A person who has never saved 
a cent and who owns no tools of 
his ow_n may be getting all his 

income from work done currently , 
using tools that have been pro
vided by the savings of others. 
Another person - perhaps an 
aged person - may be idle so far 
as current economic effort is con
cerned, getting all his income as 
pay for the use of his past sav
ings. More commonly, a person 
receives part of his income from 
each of these sources, getting 
some from current effort and 
some from savings. 

Some persons work for them
selves, using in full or in part 
tools provided from their own 
savings. And some persons work 
for others. 

There are all sorts of combina
tions of income from these two 
sources. But in some form or de-
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gree, essentially everyone in the 
United States has savings or 
property and is therefore a cap
italist. Most persons also have 
some income from work done cur
rently. 

Present Divisions of the Pie 

Information about the present 
division of the economic pie can 
be found in figures supplied by 
the Department of Commerce.* 

The average personal income in 
the United States was about 
$4,600 in 1955. Of this amount, 
something like 85 per cent, or 
$3,910, appears to have been pay 
for work done currently. The re
maining 15 per cent, or about 
$690, was pay to savers who were 
providing the tools of production 
in one form or another. 

Were the entire pie to go to 
wage earners and others as pay 
for current work - as advocated 
by Karl Marx, to be explained 
shortly - wages could go up from 
85 to 100, or about one-sixth. And 
even this much rise could occur 
only if there were no reduction 
in the size of the total pie - that 
is, in total production. 

But let's assume that no decline 
were to occur in total production. 
How important, then, would be 

• s,,,, of Currtnl Busitttss, National Income 
Number, July 19) ) , and corresponding issues 
in earlier years. United States Department of 
Commerce. 

the rise in wages compared with 
the rise caused by increased pro
ductivity which was discussed in 
the two previous articles? Since 
1917, wage rates have risen with 
increased productivity at about 
2.5 per cent a year. Thus in six 
years' time this rise in wages 
would equal the 15 per cent in
crease possible from getting all 
the remainder of the pie. Or to 
put it another way, productivity 
increases during the past working 
generation have raised wages per
haps six times as much as could 
possibly come from diverting to 
wages every cent of current re
turns for savings. 

Wages can, furthermore, con
tinue to rise indefinitely so long 
as productivity continues to in
crease. But a gain in wages from 
a larger share of the pie is a gain 
which can be repeated only once. 
Any increase from that source 
can go only from the 85 to 100 
per cent, and no further. A dead 
end to improvement i s t h e n 
reached, because a pie of more · 
than 100 per cent is not possible. 

Adverse Effects on Savings 

Capital created from savings 
makes possible a large part of our 
production. It apparently raises 
the average income in the United 
States to a level of $4,600 instead 
of perhaps $200 to $250 - as it 
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would be if there were essential
ly no tools. This teamwork be
tween those who save and those 
who use the tools is the reason 
for our high and rising wage 
rates. Without a continuous and 
increasing supply of tools, the 
gear wheels of economic progress 
would be slowed or even stopped. 

Without a return for savings, 
where would future tools come 
from to enhance the fruits of cur
rent effort? Who would then be 
willing to save and invest in tools, 
if obliged to take all the risk with
out any prospect of return? Few 
persons would save till tomorrow 
what they could consume today, 
unless they were rewarded for do
ing so. 

During the last quarter cen
tury inroads have been made into 
the r eward for savings, with seri
ous consequences. The rate at 
which personal savings are being 
invested in productive tools, as 
compared with earlier decades, 
has declined. Among what we call 
"savings" are government bonds, 
which in reality are investments 
in a deficit of the government -
not a productive tool any more 
than would be your tax receipt. 
And some of what is called "sav
ings" has been forced upon indi
viduals, in a sense, as a direct or 
indirect consequence of present 
tax policiea. 

Over the last quarter century 
the costs of government have 
nearly trebled in proportion to 
personal incomes, going up from 
12 to 34 per cent. It is impossible, 
of course, to know for certain how 
heavily this has been a burden on 
pay for savings as compared to 
pay for current work. But there 
have been large increases in the 
graduated taxes on both individ
ual incomes and corporate in
comes- the "double tax"- and 
the government has held down in
terest rates in order to help the 
sale of its (deficit ) bonds. This 
has unquestionably reduced the 
share of the pie going as pay for 
real savings. 

History of an Idea 

An increased share of the pie 
going to wages, at the expense of 
the share for savings, is not just 
an accident. It is the wayward son 
of a notorious ideological ances
tor. Its pedigree needs critical 
study by those of us who have 
faith in a system of personal re
sponsibility and freedom of op
portunity in economic affairs. 
Plausible on the surface, this 
idea has seduced many who today 
denounce it by name but embrace 
its substance. 

During most of his ten million 
or more years of history, man has 
presumably been his own employ-
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er , producing most of his own 
food, raiment, and shelter -
though, of course, we do not know 
the unknown. But if it is true 
that in most instances he worked 
for himself, or perhaps joined 
other huntsmen and producers in 
informal cooperation, such a type 
of livelihood would hardly have 
permitted him to embrace the no
tion that one's welfare can be im
proved by claiming a larger share 
of his own pie. No sane person is 
going to demand more wage from 
himself for his muscular work, at 
the expense of his management 
self or his tool-owning self. 

Somewhere along man's histor
ic trail some men began to en
slave others to work for them. 
Slaves doubtless wanted a larger 
share of what was produced, but 
there wasn't much they could do 
about it because the master held 
full ownership of the slave. And 
anyhow, in those early slave-hold
ing days each person was able to 
produce little more than enough 
to keep himself from starving, 
and so a master couldn't take 
much of what a slave produced or 
he would have a slave no more. 

In more recent times the volun
tary employer-employee arrange
ment among free men has largely 
displaced slavery throughout the 
world. Some work for others at a 
wage. They may want to do so as 

a way of gaining the use of tools 
with which to work, or because 
for some other reason the wage 
offered is more enticing than the 
rewards in prospect while work
ing for themselves. 

By this arrangement, persons 
sell in the market what they have 
jointly produced. And when this 
is done, the problem of dividing 
the pie arises in a new form. In
stead of a slave who can do noth
ing about it except bemoan his 
plight as he wearily hoes his row, 
the employee can - if he so de
sires - go elsewhere to seek an 
easier livelihood or higher pay. 

Labor and Surplus J' alue Theories 

From this new economic cli
mate there arose, in the course 
of time, the labor theory of value 
which has become highly appeal
ing to some among the employee 
class. It is often used in one way 
or another in bargaining for 
wages, which are now a form of 
price and therefore the object of 
higgling and haggling in the mar
ket, as is the price of wheat or 
potatoes. 

On its surface the labor theory 
of value seems plausible enough. 
Suppose you are a self-employed 
person and consume what you pro
duce. If you have to work twice 
as long to produce one thing you 
want as to produce another, it 
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would seem that you must prize 
the former twice as much as the 
latter. I f t h i s we r e not so, 
wouldn't you have produced some
thing else instead? Something re
quiring three times the labor 
must be prized three times as 
much, etc. In like manner, the la
bor theory of value assumes that 
labor is the essential ingredient 
by which to measure all value. 

The labor theory of value had 
just nicely gained some respect
able acceptance among economists 
of that early day when along came 
a man - Karl Marx - with a 
cause which fitted this theory 
tragically well. Others before Marx 
had, of course, held essentially the 
same views about value. But 
Marx set in motion forces which 
have brought the world to the 
brink of disaster in economic, so
cial, and political affairs. 

Having accepted the labor the
ory of value from the classical 
economists, Marx a century ago 
attempted to explain how profit to 
private owners worms its wily 
way into exchange by way of the 
capitalist system. All return on 
capital, according to Marx, comes 
out of the value that labor has 
created and is just another form 
of theft that capitalism has tried 
to make respectable. This concept 
of profits is a logical descendant 
of the labor theory of value. 

Marx viewed a return on cap
ital in the same manner as a doc
tor views a parasite feasting on 
his patient. For if all value comes 
from labor and is in proportion 
thereto, any share of the pie go
ing to anyone other than the la
borer, in proportion to his labor, 
must be the result of a parasitical 
attachment by capitalists. 

The devilment in the capitalist 
setup, according to Marx, is made 
possible by the private ownership 
of the land, materials, and tools 
with which labor does its work. 
The capitalist owner who holds 
title to these material means of 
production can, in this way, claim 
ownership of the product. He can 
then withhold any part of it he 
wishes from the laborer - the 
one who Marx claimed was the 
rightful owner of all of it be
cause he is the one who created 
all its value in the first place. 

So pay for the use of capital is 
like loot from theft, as Marx saw 
it. He said that the absolute 
amount of profit is equal to the 
absolute amount of surplus value. 
Persons who hold these Marxian 
beliefs charge that the laboring 
man is "exploited" by the capital
ist owner; that he is a "wage
slave" of the capitalist. 

The term surplus value was de
fined by Marx, then, as the part 
of production which, under pri-
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vate ownership, is confiscated by 
the capitalist from its · rightful 
owner, the laborer. That is the 
part which all Marxians believe 
can and should be reclaimed by 
labor. The amount of surplus val
ue, by this concept, measures the 
amount that wages could rise 
aside from any increase in hourly 
output. Were labor to regain this 
lost part of the economic pie, it 
would simply mean taking it back 
from the capitalist thief. 

Some ten million years ago 
man's tools probably were simple 
ones, like a stone fastened to the 
end of a stick. We may assume 
incomes then were essentially all 
reward for current work, rather 
than being a reward for savings 
from past effort stored in the 
form of tools to aid in production. 
The labor theory of value may 
seem to have applied fairly well 
then because essentially all pro
duction was the result of direct 
and current labor. True or false, 
the surplus value theory could 
hardly have been of concern 
then, and putting it into practice 
could have done little damage to 
their meager living. 

But today, being as dependent 
as we are on tools, the surplus 
value theory is a sort of econom
ic bomb which, if infused into ac
tion, could do unbelievable dam
age. Were the "justice" of that 

theory to be put into practice, we 
would probably be writing arti
cles about why wages fall rather 
than why wages rise. 

The problem of dividing the pie 
should be left to the free market 
of individual choices among em
ployees and employers ; consum
ers and producers; investors and 
borrowers ; traders of all sorts, 
everywhere in exchange. If left to 
these free individuals, rather than 
to become the handles of power in 
politics or among organizations 
representing any of these special 
interests, the decisions will be in 
the best interests of all. 

Wherever the pie is divided by 
the free market, one thing seems 
sure: Marx' surplus value theory 
will be vetoed. For persons will 
continue, as they have over the 
past few centuries in our relative
ly free United States, to recog
nize a bargain when they see one. 
That bargain is tools. Of our to
tal output, perhaps as much as 95 
per cent is because of the use of 
tools. And this is at a cost of only 
about 15 per cent of total output, 
as pay to those who have saved 
to create these tools. That, and 
not Marx' concept, is the miracle 
that creates a surplus of value. 

In the next article I propose to 
show how it has been possible for 
savings to increase production as 
much as they have. 



Foreign Aid Fiasco 
Charles Hull Wolfe 

$115 billion worth of foreign aid has produced neither friends 
nor a genuine European prosperity - while it has placed 
American weapons in hands which may someday aim them at us. 

LAST March 19, President Eis
enhower formally asked Con

gress for $4,860,000,000 for the 
Mutual Security Program. This is 
a big figure, right on the face of 
it; but it looms even larger when 
you consider that this recom
mended foreign aid appropriation 
- virtually $5 billion - is almost 
twice the $2.7 billion for the cur
rent fiscal year. 

If the President's request is ap
proved, it will bring the total of 
American foreign aid since World 
War II to the fantastic sum of al
most $55 billion. But even this 
mountain of dollars is dwarfed by 
the total we have doled out to 
other nations since 1940 - ap
proximately $115 billion, averag
ing more than $2,000 per taxpay
ing family in the U. S. -money 
which these families otherwise 
might have used for better food, 
shelter, clothing, health, educa
tion, religion, savings, or anything 
else of their own free choice. 

Nevertheless, this $115 billion 

sacrifice - or even two, three, or 
four times that much - might 
have been totally justified, had it 
been made voluntarily in the form 
of private gifts and investments 
- and especially if the money 
spent had been successful in guar
anteejng American security in a 
conflict-torn world. 

Pleas /or More Aid 

Since our foreign aid program 
has been going full blast for al
most ten years now, it is quite 
possible to analyze not only its 
motives and methods but also its 
objectives, and - very important 
- to what extent they have been 
achieved. 

Taking first things first, what 
has been the motive of Uncle 
Sam's giant give-away program? 
It is often portrayed as a Chris
tian compassion for the "down
trodden" or "unfortunate" nations 
of the world - especially for our 
noble World War II allies. Such a 
portrayal appeals strongly to mil-
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lions of kind-hearted Americans 
and has been voiced by many pro
ponents of foreign aid, including 
Secretary Marshall. On May 13, 
1947, he declared in an overseas 
broadcast: "There has been much 
of misunderstanding regarding 
our program of aid to Greece. 
There has been much of distortion 
and misrepresentation of our pur
pose. We are answering the call 
of a valiant ally who has suffered 
much ... It is as simple as that." 

Inconsistent Pretense 

But only two months before, on 
March 12, President Truman, in 
urging the Greek Joan, had rested 
his appeal frankly on the argu
ment that "the very existence of 
the Greek state" w a s b e i n g 
"threatened by the terrorist ac
tivities of several thousand armed 
men, Jed by communists." 

Thus, according to President 
Truman, the real objective was 
to "buy" allies in our struggle 
against Soviet communism. Ex
plaining the purpose of our for
eign aid in 1951, Assistant Secre
tary of State George C. McGhee 
frankly asserted his opinion that : 
"The United States cannot afford 
to allow the forces of neutralism 
and anti-Western sentiment to 
gain any further ground, nor to 
allow these forces to be captured 
and exploited by internal commu-

nism." And the objective in 1951 
is precisely the objective in 1956, 
as countless recent official acts 
and statements testify. 

It should be plain by now that 
the primary motive is by no 
means a compassionate concern 
for other nations. It should like
wise be clear that the ultimate ob
jective is not the economic recov
ery of war-ravished Europe nor 
the industrialization of impover
ished Asia - as is often alleged 
- but one thing only: the gain
ing of anticommunist allies. 

A Test of U. S. Moti~~es 

Anyone who entertains a linger
ing doubt about this should ask 
himself: Why were U.S. officials 
so perturbed when Russia offered 
to pay for the monster dam at 
Aswan on the Upper Nile? Would 
not this have greatly helped the 
Egyptians, and saved millions of 
American dollars f o r o t h e r 
worthy foreign aid projects? 

Or, why were State Department 
spokesmen so agitated this past 
winter when Khrushchev and Bul
ganin toured Asia with big prom
ises of Russian aid? Surely, if 
concern for vitalizing the stagnant 
Asian economy had been upper
most, then our government should 
have said: "Wonderful! Now the 
Soviets are joining us in the great 
task of lifting the Asians out of 
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poverty!" But no, Washington 
was frightened, and considered 
this Russian overture as reason 
number one for hiking our 1956 
foreign aid appropriation to the 
staggering total of $5 billion dol
lars. 

Having observed this technique 
for gaining allies, we must ask: 
Do we think it in keeping with the 
principles on which this country 
was founded to stoop to the crude 
stratagem of "buying" friends? Is 
there anything in all Judeo-Chris
tian tradition which would even 
remotely sanction the attempt to 
gain friendship by crossing a 
palm with silver? 

Bribery and Blackmail 

The only principled way to win 
a friend - whether person or na
tion - is to take a sincere inter
est in his well-being, apart from 
any immediate gain for oneself. 
Attempting to "buy" national 
friends is, by definition, sheer 
bribery - a gift bestowed with 
the purpose of influencing action 
in favor of the donor. And it 
leads, almost inevitably, to black
mail. The bribed nation is tempt
ed to say: "Give me more, or I'll 
switch to the other side." And 
whether or not a recipient coun
try attempts blackmail, it is apt 
to feel a deep-seated suspicion and 
resentment. 

Senator Mike Mansfield, back 
from an extensive trip in South
east Asia, declared last February 
in the Senate: 

The argument which is often made 
to the effect that we must outbid the 
Russians in offers of aid to South
east Asia reflects very little credit 
on us or oQn the nations of that area 
... The· decent, the self-respecting, 
the independent in Southeast Asia 
will resent the implication that they 
can be bought. 

That this is no mere platitude 
is abundantly verified by current 
history - and it applies to Eu
rope as well as Asia. Recent events 
point to the harsh and stunning 
fact that foreign aid simply has 
not worked! Again and again, the 
record indicates that American 
dollars have been singularly inef
fective in winning friends for the 
competitive market system and 
for the people of the United 
States. Consider some instances : 

France. Since the end of World 
War II, we have given approxi
mately $12 billion in aid, econom
ic and military, to France- more 
than to any other nation except 
England. But French resentment 
of the U.S. is unmistakable. So is 
the growing French response to 
communism- displayed in the re
cent National Elections when over 
five million Frenchmen voted com
munist, seating 150 communists 
in the French assembly. 

This winter, when an American 
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reporter asked 25 French citizens 
what they thought of the give
away program, nearly all said it 
made no difference to them ; they 
didn't get any of it. Some re
marked, "It made billionaires out 
of French millionaires." 

Greece. Henry Gemmill, report
ing from Athens in the WaU 
Street Journal of January 26, 
1956, wrote: "Today the senti
ment of the populace toward the 
U.S. government ranges from mild 
exasperation to violent opposition 
. . . Politicians such as Progres
sive Party leader Spyridon Mark
enzinis are making speeches de
picting the Greek government as 
a toy in the hands of 'our great 
friends.' University students have 
marched through the streets 
shouting, 'Out with the Ameri
cans ... .' " 

This anti-American attitude re
vealed its intensity last February, 
when one out of every two Greek 
voters cast his ballot for the com
munist-backed "popular front." 
That's how much friendship the 
U. S. got for the $2.8 billion it 
had poured into Greece. 

Italy. Even stanch advocates 
of foreign aid concede that com
munism remains a potent force in 
Italy. And this, despite American 
billions, teamed up with an utter
ly earnest, all-out fight for sur
vival waged by the Catholic church 

in its home territory - a strug
gle in which priests delivered anti
communist talks from soap boxes, 
and even derobed and turned 
cloak-and-dagger men, joining 
Italian communist cells in order 
to undermine them. 

Still the Red lure persists, and 
repeated reports - as for exam
ple, from southern Italy where 
huge sums have been spent for 
development - have shown more 
persons becoming communists 
than anticommunists . 

Yugoslavia. Looking back a few 
years, we can remind ourselves 
that the Yugoslavian government 
exuded no noticeable gratitude in 
return for the millions of dollars 
of supplies poured into that coun
try by UNRRA. More recently, 
since 1950, Yugoslavia has re
ceived from us some $500,000,000 
in economic aid, and about the 
same in military aid. And yet 
Yugoslav officials openly declare 
they have no intention that our 
aid should help curtail their ad
mittedly communistic regime. 

Egypt. Since the start of our 
program in 1951, the United 
States has spent some $60,000,000 
in economic and technical aid to 
the land of the Pharaohs. Yet rel
atively few Egyptians are aware 
of the American dollars circulat
ing in their land. Meanwhile, 
Egypt has turned to the Soviet 
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bloc to make cotton-for-arms bar
ter deals, and Premier Nasser has 
fiercely opposed any Arab state's 
joining a Western defense alli
ance. 

England. Here is where we have 
doled out more billions than any
where else. Yet from the start of 
our aid-to-Britain campaign, many 
there have viewed us as a schem
ing Shylock overeager for his 
pound of flesh. Typical was this 
observation from the dignified 
London Economist, after the spe
cial postwar British loan of $3,-
750,000,000: "If the purpose of 
the American Congress which de
cides American policy is, as it 
often seems to be, deliberately to 
wound and afflict the British peo
ple, it has certainly succeeded. It 
is aggravating to find that our re
ward for losing a quarter of our 
national wealth in the common 
cause is to pay tribute for half a 
century to those who have been 
enriched by the war." 

More examples could be cited. 
These should suffice. The record is 
abundant with proof: Dollars sim
ply do not buy friends. 

European Recovery 

"But," a proponent of foreign 
aid may argue, "our aid has 
brought European economic recov
ery, and now it will help build 
up the backward countries of 

Asia and the Middle East; and 
this is the surest way to stave off 
communism." 

While there is some question as 
to just how much Europe has re
covered, and how much is due to 
dollar aid, this argument remains 
the big weapon in the arsenal of 
those f avo r in g more foreign 
spending. 

If the primary goal in Western 
Europe had been speeding her 
economic recovery, rather than 
wooing her with dollars, the first 
step might have been to analyze 
just why her postwar recupera
tion had been so slow. Henry Haz
litt makes such an analysis in 
Will Dollars Save the World? 
With clear reasoning and detailed 
documentation he shows that what 
Europe needed most was not cap
ital but capitalism - more free
dom from both internal and ex
ternal interference with the mar
ket operation. 

Why was it, at the start of the 
Marshall Plan, that European 
countries appeared to need U. S. 
dollars so urgently? Because, or
dinarily, heavy sums were being 
spent on armaments, on subsidies 
to nationalized industries running 
a deficit, on food subsidies, and Oli 

increasing pensions, family al
lowances, and other forms of so
cial ~ecurity. 
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1 nflationary PoUcie. 

Rather than cut back on some 
of these government expenditures, 
which fiscal soundness would have 
required, they issued more cur
rency ; and the volume of money 
in circulation rose enormously. At 
the same time, these governments 
tended to hold down interest rates, 
so they could borrow cheaper and 
encourage business borrowing -
a policy which further increased 
pressure for higher prices. 

Yet, though these governments 
themselves had created the infla
tion, they refused to take the 
blame for the accompanying price 
rises, but instead charged it to 
"speculators" and "hoarders" and 
to the rapacity of producers and 
sellers. 

Rather than check the inflation 
itself, they determined to hold 
prices under control by fixing 
ceiling prices on almost every
thing. This, in turn, threw their 
economies out of kilter. As is or
dinarily the practice in price reg
ulation, they put the severest con
trols on necessities- and cut the 
profit margin on such items down 
to the bone. Since manufacturers 
could make so little profit making 
necessities, more and more turned 
to production of luxuries, which 
were uncontrolled. 

In turn, more and more work
ers were drawn from the neces-

sity to the luxury industries. The 
result? An apparent labor short
age, and even worse, a scarcity' of 
necessities - food, shelter, cloth
ing. Without going any further, it 
is plain that such a situation 
spells Trouble. 

Under such a circumstance, we 
could have done far more for these 
European countries by showing 
them the errors of their regulated 
economies, and instructing them 
in the merits of the free market, 
than by shoving American dollars 
into their pockets. 

German Recovery 

During the first few years after 
the war, West German recovery 
was comparatively protracted. In 
1947 millions of Germans were 
starving. As the late Dr. Walter 
Eucken, professor of economics at 
Freiburg University and heir to 
the German liberal tradition, ob
served in 1947: 

Germany today is suffering acute
ly from an overdose of planning. The 
Nazis laid the basis for German eco
nomic planning - for armaments 
and warfare. To our surprise the Al
lies left things largely as they 
were .... 

But Germany had come to the 
end of the socialist trail, and in
creasing numbers began to feel 
that at least a slight return to
ward capitalist incentives might 
increase production. Then the 
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Marxian-oriented Social Demo
cratic Party was routed by a new 
political combine under Konrad 
Adenauer, which opposed the Fair 
Deal controls enforced by the 
American, British, and French 
military governments. Germany 
started to edge a little toward a 
free economy, gradually taking 
controls off more and more com
modities. The result was start
ling. German productivity lunged 
forward. 

U p&urge in Production 

Even a small dose of Markwirt
schaft (the market economy) had 
a pronounced effect. By 1953 West 
Germany's industrial production, 
on a per capita basis, was above 
the level of 1938, when the econ
omy was operating under a full 
head of steam in preparation for 
war. 

Meanwhile, East Germany, by 
comparison, remains in pathetic 
poverty. What has caused the dif
ference? It is true that West Ger
many did receive generous aid in 
U. S. dollars. But more than one 
competent observer has concluded 
that West Germany's heartening 
resurgence has been due not so 
much to an influx of free U. S. 
commodities as to the Germans' 
own hard work and a sounder pol
icy - a noticeable movement to
ward Markwirtschaft. A more 

complete adoption of the free 
market would have produced even 
more abundance, and could have 
generated far more prosperity 
than the shot-in-the-arm dollar 
aid. 

But, even though Germany still 
clings to a considerable measure 
of socialism, it enjoys more mar
ket freedom - and hence more 
productivity - than most other 
European nations. 

What about Military Aid? 

Still, foreign aid advocates may 
say, "You talk as if all our aid 
were economic, while much of it 
is military- arms shipped to our 
allies as a deterrent to Soviet ag
gression." 

True, much of our help has been 
military. And it is probable that 
substantial amounts designated 
for economic use actually have 
served to buttress foreign mili
tary establishments. Even if we 
did not ship a single gun or plane, 
but only money or food - and 
even if we specified that these 
gifts be used only for nonmilitary 
purposes - every American dol
lar spent for economic recovery 
simply frees the equivalent in lo
cal currency for some "marginal 
use," such as building a military 
organization. 

But inasmuch as our total eco
nomic-military aid program has 
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been so ineffective in winning al
lies, what assurance have we that 
these guns won't someday be 
pointed at us? The weapons them
selves are neutral. If we have 
failed ideologically, failed to win 
friendship - and there are indi
cations we have - then these 
weapons may eventually explode 
right in our own faces. 

Three Conclusions 

So, in evaluating almost ten 
years of U. S. aid to Europe, we 
find: 

(1) It has not produced any no
ticeable goodwill or loyalty for 
America. 

(2) European recovery is high
ly uneven, and is most marked in 
West Germany where a move to
ward a freer economy caused an 
outstanding upsurge in produc
tion. 

(3) There is no guarantee that 
U. S. military aid will not be used 
against, rather than for us. 

Considering this record of du
bious achievement, it is hard to 
understand the unrestrained en
thusiasm some apparently well-in
formed Americans entertain for 
our foreign aid program - an en
thusiasm which prompts them to 
say, in the spring of 1956: "U. S. 
dollars have done such a good job 
in Europe, now let's really pour 
them into Asia!" 

Aid for India 

But I say, the vast U. S. tax
away-and-give-away program has 
flopped in Europe, and what rea
son have we to believe it will click 
in Asia and the Mid-East? After 
all, we are not newcomers in In
dia, and what has our record been 
there? Since 1950 we have dumped 
some $500 million in India's copi
ous lap, only to see her sympa
thies turn more and more toward 
the Kremlin, while her newspapers 
either take American gifts for 
granted or ignore them alto
gether. Meanwhile, this past win
ter and spring Russia finally has 
come to India's aid, offering ac
tual business deals - loans not 
gifts - and in the process is win
ning friends. 

Some Indians are perceptive 
enough to urge their government 
not to accept any more U. S. dol
lars. This past winter, J. J. Singh, 
president of the India League of 
America, asked India to refuse 
further aid from the United 
States. He said: "This creates ex
pectancies in the U. S. which In
dia is rightly not willing to meet. 
That, in its turn, creates disap
pointment and bitterness in Amer
ica, thus worsening relations." 

Before we brashly promise the 
A3ians that our dollars will bring 
a vital productivity to lands 
steeped in centuries-old traditions 
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which fight individual initiative 
and free enterprise, we should 
consider carefully the reasons for 
Asian poverty. 

India seems destined to receive 
many American billions in com
ing years. Presumably proponents 
of dollar aid to India believe it 
needs American capital, and that 
this capital must be bestowed 
through the instrument of the 
U. S. government. But, according 
to Dr. Ludwig von Mises: 

India lacks capital because it never 
adopted the pro-capitalist philoso
phy of the West and therefore did 
not remove the t raditional institu
t ional obstacles to free enterprise 
and big-scale capital accumulation. 
Capitalism came to India as an alien 
imported ideology that never took 
root in the minds of the people. For
eign, mostly British, capital built 
railroads and factories. The natives 
looked askance not only upon the ac
tivities of their alien capitalists but 
no less upon those of their country
men who cooperated in the capitaHst 
ventures. 

Today the situation is this : Thanks 
to new methods of therapeutics, de
veloped by the capitalist nations and 
imported to India by the British, the 
average length of life has been pro
longed and the population is rapidly 
increasing. As the foreign capitalists 
have either already been virtually 
expropriated or have to face expro
priation in the near future, there 
can no longer be any question of new 
investment of foreign capital. On the 
other hand the accumulation of do
mestic capital is prevented by the 

manifest hostility of the government 
apparatus and tqe ruling party. 

This was true in 1952 when Dr. 
Mises wrote it, and even more so 
in 1956. Throughout these four 
years India has turned increas
ingly socialist - nationalizing in
dustries, controlling private com
panies with an intricate maze of 
regulations, allowing the State to 
confiscate private property, and 
enacting labor laws which make it 
extremely difficult to fire anyone, 
no matter how incompetent. 

All these restrictions discour
age both native and foreign in
dustry and investment, and create 
the very poverty which India 
seeks to eradicate. As long as In
dia continues her ill-advised march 
toward socialism, no amount of 
American billions can bring her 
prosperity. Our dollars will only 
serve temporarily to camouflage 
her mistake, and delay the hour 
when India must awaken to the 
free market ideas which alone can 
eliminate her vast army of unem
ployed and greatly increase the 
productivity of individual Hindu 
and Moslem. 

Why Not Try Jl'oluntarism? 

Why, then, extend further for
eign aid? Additional billions will 
fail to accomplish their purpose. 
More than that, the whole concept 
- the idea that one nation must 
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tax its citizenry and pour the 
booty into the coffers of less pros
perous countries - is statist and 
socialist, utterly contrary to the 
ideals of a free society. 

No government - the United 
States or any other - should be 
allowed to take the property of 
individuals by force, and hand out 
such savings to the governments 
or the peoples of other nations. 
Such an action is dictatorial and 
authoritarian. 

The individual alone should de
cide whether he wants to give or 
lend his property to other individ
uals in other countries. This vol
untary system of international ex
change proved potent when tried 
-it helped to build America and 
other great nations as well. At 
this day and hour, a return to the 
practice of voluntary individual 
giving, lending, and trading would 
not be retrogression, but dynamic 
and urgently-needed progress. 

Turning the Tables 
NoT LONG AGO, Congressman Ralph W. Gwinn of New York 
appeared on a television round table program with M. Foure, 
the French Foreign Minister, and Congressman James G. Dono
van of New York. 

As one explanation of his opp·osition to foreign aid, Gwinn 
cited how the United States, over the past few years, had given 
billions to England for the express purpose of helping the 
British Conservative Party stay in power. Then he asked his 
listeners to use their imagination and conceive what their own 
reaction would be if the tables had been turned - if, for exam
ple, instead of the United States sending billions to Britain as a 
means of influencing the English political scene, Britain had 
been exporting equivalent sums in order to shape our own 
political destiny. Congressman Gwinn said: . 

"Imagine how mad we nearly all would be if Great Britain 
had for years sent $3 ibillion or $4 billion to help ent rench 
Harry Truman and the New Deal Party in power, and keep 
the Republicans out. The Republicans would have been hopping 
mad and, while the New Deal Party would no doubt have taken 
the money and said nice things about Great Britain for foreign 
consumption, it would have been :furious that Great Britain 
W'Ould presume to be able to buy New Deal friendship." 



The Case for Religious Schools 
August W. Brustat 

THE EARLY SETTLERS came 
to these shores impelled by the 

strong desire to worship God in 
their own way. Our institutions 
were forged by a people who put 
their religion at the center of 
life's concerns. Our history was 
shaped by the religious convic
tions which prevailed in these 
states. If a contrary system of be
liefs and values had guided our 
forebears, American history would 
be quite different; and this would 
be a different country today. Thus, 
if we would preserve our institu
tions and further their develop
ment we cannot neglect the role of 
religion. We must make room for 
religion in our system of educa
tion. 

H. G. Wells would not see eye 
to eye with me on religion; but 
he said, "Education is the prepar
ation of the individual for society, 
but his religious training is the 
core of that preparation." And 
Charles W. Eliot, when he was 
president of Harvard, declared, 
"Exclude religion from education 
and you have no foundation upon 
which to build character." As a 
matter of fact, when you come 

right down to it, there is no way 
to exclude religious instruction 
from education; there is only the 
choice of one kind of religion or 
another. One can plan a curricu
lum which includes instruction on 
the God concept, the moral law, 
the Bible, prayer, the spiritual 
life. Instruction along these Jines 
would accord with the common un
derstanding of what is meant by 
religion. But if each of these 
things is rigidly excluded from 
the curriculum, the result is to 
inculcate habits of thought and 
attitudes which constitute a de
nial of religion harder to cope 
with than an outright atheism. 

For one reason or another, an 
outspoken religious program can 
hardly be carried out in the gov
ernment school system. With a 
mixture of children from different 
backgrounds and from homes ad
hering to various and varied r eli
gious tenets, serious complications 
might easily develop if religion in 
any form were brought into the 
classroom. Nor will such programs 
as Released Time or any other 
part-time agency of religious in
struction solve the problem. An 

The Reverend Mr. Br11flal ii PaJior of Trinity Llltheran Ch11rch ~tnd Trinity ChriJtian School, 
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unbalanced educational program 
which emphasizes the purely secu
lar five hours a day and five days 
a week, and fits into this schedule 
one, or at the most, two hours of 
religious instruction, gives the 
child the erroneous impression 
that religion is a relatively unim
portant thing which may be rele
gated to the background of life. 

Unless the serious study of re
ligion is integrated with other 
studies and given a status at least 
equal to other parts of the curric
ulum, youth will be inclined to 
look at the world as though God 
were not both in it and beyond it 
as its Creator and Sustainer. The 
gap in our educational system is 
a challenge to our churches. They 
can meet this challenge by estab
lishing their own schools. 

That this is not a new concept, 
I readily admit. The parochial or 
church school is not making its 
debut at this time. In fact, the 
church schools in America ante
date the government school sys
tems by over two hundred years. 
The first government school was 
organized in Dorchester, Massa
chusetts, as recently as 1839, al
though the Church and its schools 
had received tax support since 
early Colonial days. Prior to 1839 
all education on the elementary, 
secondary, collegiate, and post
graduate levels was in the hands 

of the Church. Through all the 
previous decades of our history 
education was the distinctive pre
rogative of the Church. Our orig
inal great American universities 
were all founded by the Church. 
Harvard, Yale, Princeton, Colum
bia, William and Mary, Syracuse, 
to mention just a few, were found
ed and administered by religious 
denominations. As late as 1860 
there were 246 colleges and uni
versities in America, of which all 
but 17 were under the auspices of 
the Church. In many respects 
these were the years of America's 
real greatness, the years when our 
forefathers laid the solid, godly 
foundations of our American Re
public. 

No doubt the fact that for three 
generations now, the government 
schools through taxation have 
been able to erect palatial build
ings and equip them with every
thing that educators believe es
sential, has given present-day 
Americans the false impression 
that the government school has 
always existed. But such is not 
at all the case. 

HERE THE QUESTION may be 
posed: Since the Church once had 
a virtual monopoly on education. 
why was it relinquished? How did 
the government school system 
gradually gain such prestige and 
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power as almost to eliminate the 
church schools and other private 
educational institutions? 

We would offer several sugges
tions. There was, first, the grad
ual development of secularism in 
our society. Secularism may be de
fined as the resolute exclusion of 
God and religion from daily life. 
It is the deliberate effort to live 
life apart from God. Men's minds 
were increasingly enamored of 
and devoted to "things." Material
ism was fashionable. 

Modern inventions and discov
eries brought the industrial-me
chanical age to America. As a con
sequence, wealth increased. This 
was a danger signal ; for when 
wealth increases while God is rele
gated to the background of life, a 
moral and spiritual flabbiness en
sues. In his "The Deserted Vil
lage," Oliver Goldsmith expresses 
it succinctly in these words: 

Ill fares the land, to hastening 
ills a prey, 

Where wealth accumulates, and 
men decay. 

The humble "little red school
houses" which the Church could 
afford to maintain for a circum
scribed segment of the population, 
the children of the parish, seemed 
hopelessly inadequate when com
pared to the palaces of learning 
which taxation could erect. But 
education is by no means the auto-

matic result of elaborate buildings 
and equipment. 

By the turn of the twentieth 
century, when government schools 
had all but completely routed pri
vate church schools, there was a 
confident faith that, at long last, 
man had reached the Golden Age; 
that all wars, all national prob
lems, and all international tensions 
were definitely terminated. Had 
not the Carnegie Foundation for 
Peace succeeded in outlawing war 
forever? So man proposes; but he 
fails to reckon on the fact that 
God finally disposes. Man forgot 
that "the mills of God grind slow
ly, yet they grind exceeding 
small." World War I served to 
shatter some illusions, the great 
world-depression which followed 
humbled us still more, and World 
War II convinced many that a 
world which had outla~d God 
was in danger of destroying itself. 

And so the last two decades 
have seen a recrudescence of 
church schools- Protestant, Cath
olic, and Jewish-in which Amer
ica's youth is again being taught 
that God is, and that He holds 
man morally responsible for his 
life and actions. However, only a 
start has been made. Estimates 
indicate that between 17,000,000 
and 20,000,000 American children 
still receive no formal religious 
education whatsoever. 



46 THE FREEMAN May 

This plea for church schools is 
not intended to suggest that any 
pressure be brought on parents to 
seek religious instruction for their 
children. Parents have the inher
ent right to choose whatever 
schools they desire for their off
spring. This is a plea that they 
be allowed to choose freely, accord
ing to their own judgment and 
sense of values, and that those 
who choose religious instruction 
be not penalized for their choice. 

FROM A PRACTICAL viewpoint it is 
poor stewardship to keep churches 
closed all week except Sunday for 
Sunday services and to keep its 
educational facilities unused all 
week except for a few random 
meetings. A weekday church school 
makes a fuller use of these facili
ties and has the added value that 
children daily beat a path to the 
doors of an institution that counts 
on God. 

Private or church schools have 
produced outstanding leaders in 
every field of endeavor. Arthur E. 
Traxler, Executive Director of 
the Educational Records Bureau, 
wrote: "Although in recent years 
not more than one boy in one hun
dred has been educated in the pri
vate schools of the United States, 
those schools have . . . educated 
approximately as many leaders as 
all the public schools combined." 

It may be in order to call atten
tion to the fact that when the Con
stitution was adopted in 1789, it 
made no provision for a national 
system of education. Our Found
ing Fathers recognized that par
ents are primarily responsible for 
the education of their children and 
alone have the God-given author
ity to delegate that responsibility 
to others, whether in the Church 
or the State. To delegate a right is 
not to abandon it. The school, 
whether secular or religious, is 
only a branch of the home and 
should be guided by it. Our pres
ent-day educational demagogues 
might well bear this fact in mind. 

Today's socialistic, One World
minded philosophers - a m o n g 
them those who are at present agi
tating for federal aid to educa
tion, which would eventually lead 
to federal control of education -
would turn it over to Society or 
the State. Herbert Spencer noted 
this trend already in his day and 
spoke out against it in these 
words: "Agitators and legislators 
have united in spreading a theory 
which . . . ends in the monstrous 
conclusion that it is for parents 
to beget children and for the State 
to take care of them." Recently a 
communist source bluntly voiced 
this pseudo-liberal concept in these 
words: "Society possesses an or
iginal and fundamental right in 
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the education of children. We 
must accordingly reject without 
compromise . . . the claim of par
ents to impart through family ed
ucation their narrow views to the 
minds of their offspring." With 
this we must violently and vehe
mently disagree. 

Marxists and Fabian Socialists 
exile God from His heaven and 
would rob religious parents of 
their inalienable right to educate 
their children as they want them 
educated. They would consequent
ly make of man a puppet of the 
ruling regime, a cog in the econ
omic machinery of the common
wealth, a soulless automaton bow
ing to the dictatorial will. 

By all means, our system of in
struction should meet the exacting 
task of scholarship in science, his
tory, literature, and in every other 
field. But without neglecting these 

areas it should do more. It is im
portant to know how the universe 
works, but it is of infinitely great
er importance to have an aware
ness of the God who makes it 
work. It is important to know the 
physical sciences, but much more 
important to know the Deity that 
put them into operation. It is im
portant to know astronomy, but it 
is much more important to know 
Him who places the stars in all 
their glittering glory in the infi
nite meadowlands of heaven. It is 
important to wrest the secrets of 
God from the earth, but much 
more important to know Him who 
reveals to us the secret of man's 
pathway to God. 

These objectives can best be ac
complished through the agency of 
the church or parochial school 
where, in addition to the so-called 
three R's, is also taught the vital 
fourth R - Religion. 

IF YOU WOULD HAND ON spirit and life, you must be wall and gate 
in one, on guard, but still open. You must defend the integ-rity of 
your own person while constantly seeking communication with others. 

The stone language of the Porta Nigra "' 
interpreted by tbe Henry Regnery Comp2ny. 



Is There Really 
a Doctor Shortage? 

.• and if so, could federal funds cure it? 

H OW DO WE get our doctors? 
Is there a competitive, free 

market, ideal method of obtaining 
a supply of doctors in proper ra
tio to population or demand for 
medical services? Does the tradi
tional or Hippocratic method ap
proach this ideal? Is it true that 
we have, or are likely to have in 
the imminent future, a shortage 
of medical doctors? If this is so, 
is there any assurance that any 
governmental measures thrown 
into the breach can prevent or 
correct the situation? 

The cry of doctor shortage has 
been heard for years, but its po
litical origin tended to discount 
it. Recently, however, such a staid 
and respected publication as the 
New England Journal of Medi
cine observed that medical edu
cators are expressing concern 
over the decline in number of suit
able applicants for medical train
ing, and intimated that some 

Gordon B. Leitch, M.D. 

medical schools are already ex
periencing difficulty filling their 
classes with suitably qualified 
students. 

Claims of an actual or impend
ing doctor shortage raised by 
medical educators, and supported 
by federal politicians anxious to 
apply the spending treatment at 
the slightest suggestion of symp
toms, would carry more weight if 
also supported by another party 
of interest in the matter, the phy
sician in the field who actually 
delivers our medical care. To 
date, his voice has been strangely 
silent. Is he too busy practicing 
medicine to know there is a doc
tor shortage? Or is there a doctor 
shortage? What are the facts? 

One test of a doctor shortage 
would be to poll the patients. Ac
tually, there is a market process 
whereby supply and demand (as 
distinct from clamor) work to
ward a balance. But the opinions 
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of patients will vary. If one has 
experienced no trouble whatso
ever securing the services of a 
physician, it is difficult for that 
person to believe a doctor short
age is present or in the offing. But 
if one has had difficulty obtaining 
a doctor, perhaps to come to one's 
home or at night, no amount of 
official figures, pronouncements, 
explanations, or arguments from 
any source is likely to persuade 
him that there is not a grave and 
immediate shortage. 

The record shows that current 
allegations of a doctor shortage 
trace back to the sound and the 
fury of the efforts to build what 
was deceptively termed national 
compulsory health insurance into 
increased political power. 

FOR STATISTICAL EVIDENCE of a 
doctor shortage, one may look to 
sources which supposedly are bet
ter advised than the doctors and 
patients directly concerned. This 
is likely to be a governmental 
source. Usually cited are figures 
developed by the Truman-appoint
ed "Commission on the Nation's 
Health," which many physicians 
hold was not exactly unbiased. 
Others occasionally quoted are 
those given by a chairman of the 
Health Resources Advisory Com
mittee of the National Security 
Resources Board. 

Statistics from the former 
source indicate that there "might" 
be a shortage of 22,000 to 45,000 
doctors by 1960. Those from the 
latter source foresee an "estimat
ed" possible doctor shortage of 
20,000 before 1960. The hedging 
represented by careful use of the 
qualifying "might," "estimated," 
"possible," and the generous flex
ibility of the figures, clearly in
dictate there is no precision in 
them. At best they are only polit
ically flavored guesses. 

A different authority, Frank J. 
Dickinson, chief of the Bureau of 
Medical Research of the American 
Medical Association, whose busi
ness it is to know what is hap
pening to physicians, concludes 
differently. Says Dr. Dickinson: 
"There is no shortage of doctors 
now, and by 1960 there probably 
will be a surplus!" (Emphasis 
added.) 

Which is correct? Oddly, both 
could be. A clue to this seeming 
paradox lies in the definition and 
use of the word doctor. 

The politicians make their . 
guesstimates in terms of medical 
school graduates, persons holding 
the degree of Doctor of Medicine. 

There is no question of the ex
istence of a demand for the serv
ices of those holding a medical 
degree. Nor is there any question 
that the demand will continue as 



50 THE FREEMAN May 

long as there is expanding bu
reaucratic activity in commercial 
or governmental matters con
cerned with health or medical 
care. But the demand is for per
sons to accept positions as em
ployees, technicians, etc., in vari
ous governmental or commercial 
segments of our economy having 
some connection with health mat
ters. What is meant by "doctor" 
is not a practicing physician, but 
one whose medical training is 
sought in industry or government 
to discharge duties which in many 
instances could be equally well or 
better discharged by nonmedical 
personnel. Immediate or early fi
nancial return on one's medical 
education is the great lure. 

On the other hand, Dickinson 
clearly refers to practicing physi
cians. His analysis is based on 
market areas and reveals some 
unusual data. One-sixth of the 
land of the United States lies out
side a 25-mile radius of the near
est physician. But only 0.16 per 
cent (1/ 6 of 1 per cent) of the 
population resides beyond this 25-
mile radius. 

He further states that the out
put of medical care per doctor, 
due to such things as automobiles, 
improved roads and communica
tions, increased medical knowl
edge and wonder drugs, has 
markedly increased in recent 

years. This increased output per 
doctor more than offsets what may 
appear to be a physician shortage 
based on geography. 

That many communities do not 
have doctors cannot be denied. 
More often than not, this is a 
matter of basic economics linked 
with scanty population and ap
plies equally well to lawyers, bak
ers, jewelers, automobile sales
men, butchers, and undertakers. 

There is a single county in Ore
gon, for instance, which has an 
area greater than either New Jer
sey or Vermont, yet can muster 
only three physicians in the en
tire county! The reason? The 
county consists of large stock 
ranches and there are more cat
tle and jack rabbits than humans. 
The chief marketing center of the 
region, however, is a few miles 
over the line in the next county ; 
here there are twenty-four well
trained, competent doctors, and a 
well-equipped modern hospital, 
capable of catering to all the med
ical needs of the region. Thus 
while absence or scarcity of phy
sicians in a specific locality can 
be presented as a major defect 
when expressed in geographic 
terms, the defect vanishes when 
stated in terms of supply and de
mand in the market. 

There is, however, a true short
age of physicians on which all can 
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agree, a shortage evident when 
expressed in terms of certain ra
cial minorities. This is a need or 
desire which medical colleges find 
it difficult to meet for reasons 
which go to the very heart of the 
system which supplies our doc
tors. There is simply a dearth of 
candidates from the minorities in
volved, with suitable scholastic 
attainments. And scholastic stat
ure is an integral, major part of 
what it takes to become a doctor 
capable of furnishing the high 
quality medical care which is the 
present fortunate lot of North 
Americans, regardless of all other 
considerations. 

wHAT IS THIS SYSTEM whence 
come our doctors, the system in 
which scholastic ability ranks so 
highly? Its comprehensive nature 
precludes detailed consideration 
here, but presentation of some as
pects bearing on the supply of 
physicians is pertinent. 

The title "doctor" actually 
means "teacher," and essentially 
it is the traditional or Hippocrat
ic system. From the days of the 
apprentice learning from a priest 
in an ancient temple courtyard, 
to the resident assisting at a ma
jor operation in today's modern 
hospital, physicians have held and 
accepted responsibility for teach
ing their successors. And they 

still do, in spite of some efforts 
to have it otherwise. The tradi
tional nature of the system may 
be somewhat obscured by the 
presence of such things as med
ical school admission standards, 
medical practice licensure require
ments, and delegation of some 
teaching responsibility to medical 
educators. 

Any mingling of governmental 
and libertarian forces in today's 
world is open to suspicion on the 
face of it. But any impression 
that doctors comprising state 
medical licensing boards, because 
of deriving their authority from 
state law, are in cahoots with pol
iticians to entrench physicians in 
the practice of medicine against 
cult and undesirable physician 
competitors, while patients and 
the public get the short end of the 
deal, is simply not true. 

The record is quite clear that 
those comprising these quasi-judi
cial boards are concerned with 
one thing, and one thing only: 
pr otection of the public against 
incompetent and unscrupulous 
practitioners of the healing arts 
by establishing and maintaining 
minimum standards or qualifica
tions for those who wish to prac
tice medicine. 

Any statistician or director of 
a prepaid medical care plan can 
substantiate that much more im-
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portant factors affect the medical 
care market. These are the gen
eral aging of the population, with 
the greater prevalence of the de
generative diseases, the tendency 
to seek out medical care because 
"we've paid for it anyway," and 
the increasing scientific and tech
nical perfection of our diagnostic 
procedures. Many of these require 
most elaborate and expensive 
equipment of great complexity to 
furnish dependable results. Here
in lies the great unprobed medical 
problem of the future, but even 
so it is most likely to be techni
cians and skilled artisans, rather 
than physicians, who will be most 
affected. 

THAT THERE IS TROUBLE in the 
Hippocratic system which pro
duces our doctors must be evident 
to anyone who intelligently exam
ines it. But no system of training 
doctors has been found superior 
to that of one generation of phy
sicians passing its knowledge and 
skill to its successors; the difficul
ties are those of execution rather 
than fundamental conception. 
Most expressions of concern rela
tive to the system are heard from 
professional educators and politi
cians, rather than from practic
ing physicians and their custom
ers. The system, of course, does 
not preclude tampering. And there 

is ample evidence that it has been 
and is being tampered with by 
both politicians and educators, 
separately and together. 

Educational confusion plagues 
the system because of the fact 
that in the modern scheme of 
things physicians have delegated 
much of their Hippocratic respon
sibility for teaching successors to 
professional educators, both aca
demic and medical. But increas
ing numbers of these educators 
fail to understand or appreciate 
the meaning of the word delegate. 
Instead of concentrating on teach
ing, they are busily engaged in 
medical empire building extend
ing their influence and control 
over as wide an expanse of med
ical practice and related activities 
as they can encompass. The story 
of captive hospitals and institu
tional aggrandizement in the col
lectivist manner, while pertinent, 
is a story in its own right, much 
too lengthy for inclusion here. 

The greatest immediate confu
sion and danger, however, stems 
from the doctrine fostered by pol
iticians that intervention by the 
federal government, directly or 
through grants in aid, can some
how or other cure all the ills of 
medical education, and hence of 
medicine. In spite of the widely 
demonstrated fact that intrusion 
of government into any private 
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venture more often aggravates 
than corrects the presumed short
comings of private enterprise, the 
same old vote-charming snake oil 
is being peddled by the proprie
tors of the federal medicine show. 

In the make-up of each doctor, 
and therefore in the aggregate of 
the entire medical profession pro
ducing and delivering today's high 
quality medical care, three attri
butes are essential, the three 
priceless ingredients. 

A candidate for the medical de
gree must have the desire and 
will to be a physician above all 
else. He must have the scholastic 
and other ability to enable him to 
become a doctor. And he must pos
sess character in its finest sense. 

Can government legislate or or
der character into individuals 
who lack it? 

Can government decree or leg
islate that individuals must like 
the practice of medicine above all 
else? 

Can government by the ex
penditure of funds or by passing 
a law create the ability it requires 
to be a doctor where this is non
existent? 

Since answers to all these are 
in the negative, it is obvious that 
there must be considerable truth 
in the plaint of the New England 
Journal of Medicine that medical 
schools find a decline in the num
ber of suitable applicants for ad
mission. 

Since legislative and other gov
ernment intrusions are notorious
ly ineffective and helpless when 
facing certain characteristics of 
human nature, it is also obvious 
that the fascination of the fed
eral authorities with medical edu
cation is only incidentally con
cerned with medicine. Whether 
those in the political apparatus 
recognize it or not, their efforts 
amount to a bid for political 
power. 

ExPERIENCE SHOULD TEACH us to be most on our guard to pro
tect liberty when the government's purposes are .beneficent. 
Men born to freedom are naturally alert to repel invasion of 
their liberty ·by evil-minded rulers. The greatest dangers to 
liberty lurk in insidious encroachment by men of zeal, well
meaning, but without understanding. 

MR. JUSTICE BRANDEIS 
Dissenting in Olmstead v . United 
States, 277 U. S. 438 (1928) 
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THE LATE Russell Davenport 
was an exciting personality. 

His The Dignity of Man (New 
York: Harper. 338 pp. $4.00) asks 
all the right questions even when 
it fumbles in darkness for the 
answers. 

An individualist, Davenport 
went against the grain of his 
times from his college days to the 
very hour of his all-too-early 
death. When practically every 
other "intellectual" in America 
was busy following collectivist 
will-o'-the-wisps, Davenport was 
pioneering a romantic type of cor
poration story for Fortune Maga
zine. He saw meaningful conflict 
and drama in business where the 
emergent New Dealers who sur
rounded him saw only skuldug
gery. Both the romance of tech
nology and the romance of what 
men were doing to transform 
technology into leisure and plenty 
had a great appeal for him. Dur
ing the whole latter part of the 
thirties he conducted an exciting 
warfare in Fortune editorials that 
contested the idea that business 
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should be kept in the leading 
strings provided by leftist "due 
process of administration." Let 
business be free to go to work, he 
said. 

Davenport, however, was never 
willing to rest on a simple philo
sophical assumption. At the very 
moment when the tide was turn
ing in his direction he was off on 
another tangent. He wanted to 
get back of the phrases used by 
the Founding Fathers - the lan
guage that talked of "natural 
rights," of the "inalienable" right 
to life, liberty, property, and the 
pursuit of happiness - to some
thing that would "prove" the case 
for natural rights in a mystic 
sense. It was not enough for him 
that freedom is a felt necessity of 
man, or that rights can bQ de
duced from a comparative study 
of the great and the shallow ep
ochs of history, or from an empir
ical investigation of the require
ments of creativity. Nor was it 
enough for him that rights are 
inherent in a political application 
of the Golden Rule. 
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The refusal to rest either on a 
simple assumption or on the em
pirical evidence of history makes 
Davenport's posthumously pub
lished The Dignity of Man both 
an exciting and a frustrating ad
venture in reading. The book is 
heavy with "intimations." It 
equates "freedom" with "brother
hood," which is a true equation 
only in the sense that freedom 
implies a respect for the freedom 
of others. But though Davenport 
throws many questions at the 
Sphinx without getting any satis
factory answers, the book comes 
out at the right place. After much 
cloudy argument the text winds 
up with a plea for the "social in
dividual" who tries to solve his 
group problems by recourse to the 
principle of "voluntary associa
tion." Since this is where I would 
like to have seen Davenport really 
begin, I count it a crying shame 
that he did not live to carry on 
his work into a second volume. 

MucH OF The Dignity of Man is 
interesting prelude that will come 
as astounding revelation only to 
those who have not read Peter 
Drucker and others on the diver
gent courses of the French and 
the American revolutions, or Le
comte du Nouy or Alfred North 
Whitehead on the frustrations 
that come from treating science 

as an end, not as a means or a 
method. Between the "material
ism" of the "scientific" West and 
the "dialectical" philosophy of the 
Marxists Davenport finds little 
difference on a practical plane. By 
pursuing material ends, by con
centrating on man's outer life, the 
Western world has brought itself 
around to thinking that "engi
neering" can solve everything. If 
recalcitrant individuals get in the 
way of the "engineering" ap
proach, why, then treat them as 
"eminent domain" is treated. Let 
the majority ride over the minor
ity in the name of perfectibility 
on a material level. If arbitrary 
State action is necessary to 
achieve a material result, let the 
State suspend a whole category of 
rights that were once regarded as 
"inalienable." 

Quite rightly, Davenport sees 
very little to choose between this 
sort of "engineering" approach 
and the approach of the commu- · 
nists, who use "liquidation" as a 
tool for their own "engineering." 
Communism simply pushes the 
materialist assumptions of the 
thing which Davenport calls 
"metascience" to their logical con
clusions in murder (abrogation of 
the "right to life") , in the intern
al passport and the detention 
camp (suspension of the "right to 
liberty"), and in collective owner-
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ship (dismissal of the "right of 
property"). 

Since the VVest has 8uccumbed 
to "metascience," to the idea that 
man is a blob of matter which can 
be pushed around in conformance 
to the laws of matter, it has had 
no real answer to the Marxist 
credo of dialectical materialism. 
But the profoundest instinct of 
the human being, as Davenport 
rightly observes, is to seek for 
qualitative meaning in his life. 
The quest for qualitative meaning 
necessarily implies freedom to 
stand out against the pretentions 
of the "social engineers," whether 
they are Marxist, Fabian, or New 
Deal in their separate manifesta
tions. 

Having arrived at this point, 
Davenport might have gone on to 
observe the profound spiritual 
validity of the eighteenth century 
view of natural rights which he 
has brought into question at the 

. beginning of his work. For one 
cannot stand out against the "so
cial engineering" type of mental
ity unless one has an "inalienable" 
right to life, liberty, and property. 
These rights are the necessary de
fenses against liquidation, the in
ternal passport, the concentration 
camp, and so on. As for the "pur
suit of happiness," how can hap
piness ever be pursued if the con
ditions of pursuit - life, liberty, 

and property - are called into 
question? 

DAVENPORT's failure to redeem 
the old concepts which once gave 
qualitative meaning to life in the 
VV est is the source of all that is 
disappointing in The Dignity of 
Man. It is by a semantic trick 
that Davenport bounces off into 
his equation of freedom with 
brotherhood. The word freedom, 
he says, "comes down to us from 
the old Aryan word priyo and the 
Sanskrit word priya - the root 
being pri, which means to delight, 
to endear. In old English this 
word became freon, meaning to 
love. 'Free' thus has the same root 
as 'friend.' " Ergo, says Dave1l
port, freedom and brotherhood 
are virtually synonymous terms. 

This is all very interesting, but 
man's quest for "delight" by no 
means leads every individual to a 
demand for love or friendship. 
There are other manifestations of 
the urge to be free. Men, says 
Davenport, "find other men and 
other women" when they look in
to their own inner world. VV ell, 
some of them do. But other men 
have other inner necessities, such 
as the need for self-perfection, or 
the need to be alone, or the need 
to be creative in a peculiarly per
sonal idiom. In short, freedom 
must be equated with other things 
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than brotherhood in a world of 
widely variant individuals. Daven
port's definition of freedom is far 
too narrow to bear the weight of 
a philosophy that would really un
seal the sources of creativity in 
the human race. 

In spite of his semantic hari
kari, however, Davenport recog
nizes that man's humanity is 
bound up with "a spiritual entity" 
which is the source of his creative 
power. Creativity is the greatest 
of human mysteries; no one knows 
just what it is that causes an Ein
stein to make a jump to the con
clusion that mass and energy are 
interchangeable phenomena or 
just what obscure internal work
ings push a Tolstoy to the rear
rangement of history and observa
tion that result in a War and 
Peace. All we can say is that cre
ativity doesn't flourish under com
pulsion. This is something which 
Davenport was just bringing him
self to explore when a heart at
tack cut his life short. 

The preoccupation with creativ
ity is uppermost in certain of the 
"Fragments" which are printed 
as an appendix to The Dignity of 
Man. The most exciting of the 
fragments is the one on the prin
ciple of voluntary association. 
Here Davenport touches upon the 
"organization of private groups 
for social purposes." He mentions 

such things as a cooperative self
help Quaker housing project in 
Philadelphia and the Scanlon Plan 
for cooperation in profit sharing 
between cost-conscious manage
ment and productivity-conscious 
labor. The fragment is only the 
merest indication of where a uni
versal application of the principle 
of voluntary association might 
lead. But it gives a meaning to 
Davenport's book that is not al
ways apparent in the more pre
tentious formal body of the work. 

FROM MONROE TO ORWELL 

A History of the Monroe Doctrine 
by DEXTER PERKINS. "Boston: Lit
tle, Brown and Co. 469 pp. $5.00. 

America's Rise to World Power, 
1898-1954 by FOSTER RHEA DULLES. 
(The New American Nation Se
ries) New York: Harper and Bro
thers. 314 pp. $5.00. 

The basic international and diplo
matic policy of the United States 
-which kept us out of disastrous 
foreign wars and other expensive 
entanglements abroad for over a 
hundred years - is usually as
sumed to date from Washington's 
Farewell Address of 1796. But it 
actually goes back a generation 
before this. It was clearly stated 
by John Adams in connection with 
the negotiations for French aid 
in 1776. Adams warned against 
making any alliance "which should 
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entangle us in any future wars in 
Europe." 

At the close of the Revolution
ary War, the Congress, under the 
Articles of Confederation, stated 
our traditional policy of neutral
ity as well as it has ever been ex
pounded: "The true interest of 
the States requires that they 
should be as little as possible en
tangled in the politics and contro
versies of European nations." 
This stand was formally invoked 
in President Washington's forth
right Neutrality Proclamation of 
April 22, 1793, and reaffirmed in 
his famous Farewell Address of 
September 17, 1796, in which the 
cogent pas~ages read: 

Why, by interweaving our destiny 
with that of any part of Europe, en
tangle our peace and prosperity in 
the toils of European ambition, ri
valship, interest, humor, or caprice? 

It is our true policy to steer clear 
of permanent alliances with any 
portion of the foreign world .•.. 

Taking care always to keep our
selves by suitable establishments on 
a respectable defensive posture, we 
may safely trust to temporary alli
ances for extraordinary emergen
cies. 

The same clear policy of neu
trality and avoidance of foreign 
involvements was heartily echoed 
by Thomas Jefferson in his first 
inaugural address: "Peace, com
merce and honest friendship with 
all nations - entangling alliances 
with none." But the statement of 

this neutrality policy which ac
quired the greatest fame and pos
sessed the most enduring force as 
the cornerstone of our foreign re
lations was that set forth in the 
famous Monroe Doctrine of 1823: 

The citizens of the United States 
cherish sentiments the most friendly 
in favor of the liberty and happi
ness of their fellow-men on that 
[European] side of the Atlantic. In 
the wars of the European powers in 
matters relating to themselves we 
have never taken any part, nor does 
it comport with our policy so to do. 
It is only when our rights are in
vaded or seriously menaced that we 
resent injuries or make preparation 
for our defense. 

Interventionists have sought to 
smear this historic American for
eign policy with the term isola
tionism. "Peace, commerce and 
honest friendship with all na
tions" surely is and has been as 
much as "all nations" could rea
sonably demand of the United 
States. But the situation has be
come very different at our mid
century when even the most re
mote and petty foreign country 
demands, and usually receives, a 
liberal handout from our federal 
treasury and has an air or naval 
base or detachment of American 
troops on its shores. 

Not only has our foreign policy 
been completely transformed but 
this change has equally revolution
ized our domestic political system, 
in which party tenure and econ-
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omic "prosperity" are linked with 
cold and phony war, war scares, 
and the armament economy. 

Two books by natio;nally known 
historians are devoted to the ori
gins and development of the 
American foreign policy of neu
trality, its abandonment, and the 
current contempt in which it is 
held both by the majority of 
American historians and by those 
who control American foreign pol
icy, no matter which party occu
pies the White House. 

Professor Dexter Perkins of the 
University of Rochester owes his 
reputation as an historian almost 
exclusively to his writings on the 
Monroe Doctrine. In 1927, he pub
lished his first volume on the sub
ject, dealing with its origins. Two 
more volumes on its development 
from 1826 to 1907 followed, and 
in 1941 he condensed the three 
volumes into the present work, 
which has been reprinted several 
times. A revised version appeared 
late last year. 

More than any other American 
historical scholar - more even 
than Charles Austin Beard, Ed
win M. Borchard, or the present 
writer - Dexter Perkins would 
have seemed the logical person to 
assume the mantle of Leonidas or 
Horatius and stand four-square 
against the varied and numerous 
forces seeking to destroy the for-

eign policy which had given us so 
much peace, security, and pros
perity, and for so long. Instead, 
he cites with approval a congenial 
historical mind who contends that 
"the American idea, of which 
Monroeism is an expression, is 
virtually outmoded," and goes on 
to state as his own opinion that: 
"Certainly it is true that the 
American continents cannot be 
treated today as the area of pri
mary interest to the United States 
in the field of world affairs." 

If Professor Perkins spurns the 
attitude of neutrality, to which he 
has devoted his lifework in trac
ing its origins and development 
and elucidating its happy and ef
fective operation, he tells us little 
about the processes and events 
whereby we have moved from un
abashed neutrality to interven
tion unlimited, cost what it may 
in men and money. This task is 
left to Professor Foster Rhea 
Dulles of Ohio State University 
in one of the early volumes of the 
New American Nation Series cur
rently being published by Harper 
to supplant the distinguished col
lection of volumes edited a gener
ation ago by Albert Bushnell Hart 
as the original American Nation 
Series. 

Professor Dulles traces Ameri
can foreign policy and the deeds 
which accompanied it, from the 
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Spanish-American War to the 
close of the Korean War and the 
narrow escape from another "Kor
ean" war or a third world war in 
Southeastern Asia. His book is an 
almost unrestrained rhapsody 
which traces the transition of 
American foreign policy and ac
tivities from neutrality to the 
most unlimited interference in 
world affairs in the whole record 
of the human race. 

For example, Dulles' treatment 
of the events leading to Pearl 
Harbor takes little or no cogniz
ance of the vast body of revision
ist revelations which have com
pletely revolutionized our knowl
edge of the nature of American 
entry into World War II and the 
responsibilities therewith connect
ed. So far as the interpretation is 
concerned, the book might have 
been written on the Day of In
famy. 

The volume by Professor Dulles 
is not only significant and illumi
nating in itself as to the domi
nanthistorical attitudes and meth
ods of our day·; it is, perhaps, 
even more revealing as a volume 
in the Series of which it is a part. 
The shadow of Orwell's "Ministry 
of Truth" hangs over all the ac
cepted historical writing of our 
time which deals with recent 
world history. 

It all mounts up to the fact that 

a whole generation of brainwashed 
high school and college students 
has already grown up virtually ig
norant of the policies and events 
which so closely regiment their 
thinking and control their public 
and private life. 

The trends and situation des
cribed above are intensely rele
vant to readers of THE FREEMAN, 

which fact constitutes the only 
justification for taking the space 
involved to present the foregoing 
material. Opponents of statism 
are all too prone to attribute the 
growth of state-activity in the 
United States to the impact of 
the i m p o r t e d Fabianism or 
Keynesian doctrine, the philoso
phy and policies of the New Deal, 
and the menace of communism. 
While it may be well to be alert 
to any and all needless challenges 
to personal freedom and business 
initiative, any defense against 
these is likely to be futile unless 
the main threat is plainly isolated, 
exposed, and confronted. What
ever the merits or defects of the 
New Deal, the statism which it 
promoted prior to rearmament and 
war was trivial compared to what 
now exists. · 

While the communists might 
work greater ravages than the in
terventionists h a v e a I r e a d y 
wrought if they gained control of 
the country, that possibility is rei-
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atively remote, whether through 
infiltration from within or attack 
from without. But the interven
tionists have already taken us 
over and have controlled the coun
try for nearly two decades. What 
they have done is a matter of rec
ord, past and present, written 
large in the increase of militar
ism and government expenditures, 
the towering debt structure, the 
never-ending foreign commit
ments and outlays, and the in
creasing danger of another world 
war. HARRY ELMER BARNES 

Must You Conform? by RoBERT 
LINDNER. New York: Rinehart. 
210 pp. $3.00. 

This is another blast of the Trum
pet of Revolt. It comes from that 
"peculiar" called psychotherapy. I 
use the word "peculiar" in its pre
cise medieval Canon Law mean
ing, as describing a "jurisdiction 
proper to itself." Psychotherapy, 
and indeed all physicianship, to
day is assuming the empty seat of 
mental authority, the throne of 
public conscience, left vacant when 
religion surrendered its freedom 
of "clerk's orders" and submitted 
to the State. And so psychoana
lysts, because they have had the 
nerve to become keepers of private 
consciences and the very odd con
fidences of those consciences, can 
now go further, and from the cita-
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del of man's psyche - if not his 
spirit - counterblast at the bu
reaucratic bombardiers and invad
ers of our liberties. The psycho
therapist is now speaking as a 
privileged expert who is concerned 
for the public health and the so
cial sanity. 

In a series of telling trumpet-

Any book reviewed in this Book Section 
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ings, Dr. Lindner has called for 
an arrest of the impolite and in
deed impolitic police state. He has 
demanded that the uncivil and 
sometimes even uncivilized civil 
service halt its incursions on the 
citizen's rights of privacy and has 
called on us to reassert our per
sonal liberties. He can do this be
cause he is prepared to show how 
the very coercions we impose in 
the name of order, or under the 
claim that we are preventing an
archy, are really oausing anarchy. 
You do not prevent, you only amp
lify, a plague of thistles by flail
ing at the thistledown-laden heads. 
To change the simile, Dr. Lindner 
refuses to put cart before horse. 
If you want order, you can have it 
only if you permit the liberty of 
full growth. The author of Must 
You Conform? is a construction
ist, an orthogeneticist. He wants a 
society of creative order and 
therefore writes under such pro
vocative titles as Prescription for 
Rebellion, for he believes that men 
distorted by suppression and re
pression are the real danger to 
civilization. 

Many of those who would not 
listen to a sound moralist or an ex
pert economist will attend to one 
who has shown that he has some 
striking clues to human character, 
motivation, and amenability. 

GERALD HEARD 
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Eleventh to the Twenty-second Amendments. The inclusion 
of the full texts of the Declaration and the Constitution, as 
well as a complete Study Guide by Thomas J. Shelly, makes 
this timely and stimulating book an exceptionally practical 
aid to study groups. 
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The h ead and face of Thomp~>on 
sodium coolc:d aircraft valves (sec 
arrows) arc: protc:ctc:d from heat and 
wear by a Thompson-dcnlo pc:d 
alloy. I nside: the vain. metallic 
sodium melts ar high tc:mpc.·raturc>, 
cools both h~:ad and sh:m. 

Thompson parts help 1928 airplane 
make 26 take-offs every day 

NI N.E TIMES A DAY, this depend· 
able o ld Ford tri-moror roars 

down the Port Clinton, Ot.io, nm· 
way on regular flights to Put-in-Bay 
and mhcr small Lake Eric Islands. 

To d a)''s speedy jet encines arc c:quippt:d 
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Thompson p::arts tO keep it flying. 
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with a wide range of precision parts. 

Thompson also p lays an impor· 
tant role in other industries. Auto
motive o o . E lectronics ... Light 
Metals .. . Metallurgy. You can 
count on Thompson to confi nue to 
help all industry make l ife n\ore 
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