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SUMMARY —-

In the opinion of Dr. Carlo Hodand, author of the article o The Econamic Futare of
Ewrape and the ERPw, Europe is experiencing her present difficulties chiefly because
she has forfeited the cconomic; political, and scientfic-technological supremacy, that she
had_over the other Céntinents prior Jo 1at4, 3 supremacy which hag new pasied over o
the United States. Two Wnrrd: Warg have accelerated and made 'more apparent this
provess which, however, had already started before them, ‘The presedt Eu n sttuation
is compared o that of large cities that were once capitals and are now: abliged 1o difect
their activities on radieally different lines to those they were accustomed to.  This, fa.,
was the ease for Vienna after the fall of the Hapshurgs and for Naples after her annexation
to the Kingdom &f Italy. i

The lost of supremacy has been aggravated in the case of Europe by the economic
nativnalism and the protectionist policics of extra-Enropean countrics; but further and
vet more dangerous factors will arise in the future as a resdt of the policy of full employ-
ment.  Therefore, the author considers with some pessimism the futurs, and ignoces the
efforts mow being made to find 2 remedy for the sinsation along lines of o «-comman
sense » policy (Increase of European exports to the United States, integration of European
markets, etc.).  Undoubtedly the present inferiority of Burope could be atienuated by a
Custams’ Union; but the problem has to be faced very cautiously, especially it the caswe
of the socalled  depressed areasn of the Continent, so a5 to avoid creating situations
similar to that of Southern Tnaly. : . .

Referring to the Marshall Plan, the author notes that it is nat sithaue advantages for
the United States 28 it helps them to secure 3 halance between production and consumption.
The United States are beginming to face a problem forescen by Sismondi in its mest
exteeme form, the problem of sclling goods intended for mass consumption but produced
by automatic machinery, which docs.not peqquire labour and therefore does not supply
e masses with the necessary purchasing power to pay for it In theory this problem

“could ealy be solved if the management of production were placed in the hands of

sics the purchasing power of the masses has been steadily rising s result

men acmated by philanthropic metives and not by these of p Dhuging r?m centu-
of the rising
wages which they have wrung from the entreprencurs, and consq the

* referred to has not been of prastical importance. But, for some time HE in the United

States 2 change has been coming over the situation as a renuly of technological progress
which has allowed of 3 rapid increase in labor efficiency” By the free gift of part of their
wealth 1o Europe, the United States, perha ve without Fully realising it, have éarted along
the road that may lead to the right urion of this pmhhm. N:‘lﬂﬂ&dﬂﬂ, many
Americans are not convineed that it is to their advantge 1 continue giving ERP &3 10

oes

Europe; in Europe, on the other hand, for reasons that the author examines, diffic

stand in the way of the full wiilisation of this help.

Europe milght Increase her production to a marked extent if she were to give up
some tzaditional idess 1o which she is obstinately artached,  But ske will continue, o
remain in a condifion of instability if she goes on. expecting her problems to be solved
by some dews cx macking such as Amesican intervention,

LRI

In his paper on » Public Expenditure, Savings and Foreign Loan; in the Developmen:
of Southern ftaly v, Prof. Pasquale Saraceno of the Catholic University of Milan, examines
the effects on income, consumption, imports and fiscal receipts of an additional I}:i:bﬂ:
investment expenditure aiming at raising the economic level of a depressed area. Although
this prebbem 3¢ set in peneral term the study refers to the economic depression in
Southern: Traly, 2 pro to which the author has been devoting his attention for a
numberof years. .v--a-—w\\ : . -

S



The paper points out the difference between such a policy of public expenditure and
the anticyele policy o which up-to-tate economic thought usteally refers to. The differ-
ence lies mainly in the following poines: :|.u';|i.|ahi!it:|' of preducuve factors not matched
by an availability of monctary saviegs; a longer duration of the pequised State action
and the low profinsbiliy of public invistments,

Motwithstanding this special siteation an anti-depression policy may be carried o
successfully, parjiciitarly it we keep in mind the experience of the war economy,

" L

In hig squdy on o fralian Joimr Stock Companies from 1938 fo 1998 0 Prof. Francesco
Coppols, D'Anna describes: (1) the chamcieristics and couses of the reduction in the
nuiber of joint-stock companies over the pericd considered; (3) the variations in cheir
distribution ameng the economic groups and over the different regions, both as regards
number and eapital; {3) the global movement of share capital. It is with dsis st aspect
that the author deals 3¢ greatest length, completing the data on nominal capitab by an
interegting enquiry dnto its consteéncy reckoned in oooadjusted 5 liee, The aathor fow-
ever pgmreful to qualify the significance of the results thus reached — which a1 firn
sighe seem renssuring — by calling atention w loses due to war damages and insufficient
up&n—r of plant, The great differences between the values as expressed in nomin:!
capital,-in o adjusted s Jire, and in the sock-exchangg quotitions revised in differem
ways, make the identification. of the.real valoe of The copital.of the share companics
very problematic. The author docs not gloze this over, bu: empliasises the doubtful
character of such caleulations; nevertheloss, while he recognises the imposibility of ascer.
I:iniug the acmual loss that may have been suffered, and thes*fore of asrertainingy the
degree in which the prices now: quoted on the siock-exchanges correspond to the real
capital value of the investments, the author, looking forward to 3 prowing flow of
:,_a'l.'irtg!. afd e hi!htr share dividends consicdérs that [talian share quotations e Ii[l'.f]:f I
rise. {For fiures on odpital, share prices and yiclds of the main Tralian Companies queed
on Stock Exchanpes see Starinfical Appendiz, Table z). #

Prof. Mario Imperatori in his article on « The Conrrucgon af Wholesale Price {ndes
“Wumbers and Wholesale Price Trend in lualy, May 1546-faly 1047 v, analyses the princi-

ples ussd by thé Dalian Central Instituee of Statistics in making the reterns and the

caltulations for compiling the whelesle price index numbers. The enquiry reviews, he
expericnce acquired o this mater sinee 193435, and pays particulsr amention o the
difficultics met with and to the expedients adopted w rendes g new post-war series 4
uniform a5 possible with the pre-war series;

The last part of the article, dealing with the trend of Ialian wholesale prices frpm
May 1046 1o July 1o4g, calls attention to the sometimes parallel, sometimes contrasting
features of the price movements, and underlines the progressive attenuation of the phene-
;T of price dispersion, which has become maore and more apparent in the first bald

is year.
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The Economic Future

o
CARLO

1. — When the Western powers first started
w consider the problem “of economic recovery

" aher the war, they were filled with optimism,

It war then belicved that the Bretton Woods
sareements and a.few dollar loans would be
sfficient not only to reestablish the equili-
brivm of balances of payments in the various
countries, but alto to ensure prosperity to the
whele world, without economic crisss or se-
rious socizl conflicts. The fact that it was then
thetrght possible to maintain: indefinitely . the
free convertibility of the pound sterling shows
abe putent of this optimism. In acwal fact

wonvertibility had to be abandoned after a few

weeks and-the Jifficulties pertaining to reco-
very revealed themselves as formidable. Need-
less to say, the sitwation would have been still
mare critical ‘had it not been for UNRRA,
AUSA and the other measures which had

meanwlile been applied. Necessity made it

adyizble to continue along the same lines and
@ the Marshall Plan came into being, But
now ERP, too, is meeting with difficulties and
the world is still far from having regained its
equilibrium, : :

Meoclassical economists have a very simple

are guing badly because the world has chosen
w ignore the teachings of Adam Smith and
Ricardo which, having been further claborated
by four generatinns of admirers, had reached
serfection, But Smith and Ricardo based their
theories on certain assumptions which were
only partly true in their time and which, 1
the world we are living in now, are not valid

it all. Some of the neo-classical ists
tealise this and, with undeniable m

1 — in substance — to change the world and
adapt it to their theories. But statesmen and
dl those having practical minds obstinately

e

of Europe and the ERP

by

RODAND .«

refuse to do-this and continue to base their
cconomic policies on the world as it actually is.
In acting thus, they would have brought

us much nearer w a solution of our problems
if a majority had. not made the mistake “of
attributing all the difficultics and the lack of
bilance they are trying to overcome to the two
world wars, almost completely neglecting their
essential cause, 1 refer to the growth of the
United States and the Fact that this gigantic
power 18 now able 6] Pa‘a.crfcaliy outvie all atheér
countrics on international markets, The United
States has takeri over Europe’s financial and po-
{itical h:gmnnhmd,ncf late, "also thatr supre-
macy in the sphere of technical and scientific
s withour which it i not possible to

remain for long in'the vanguard as an indus- .
trial country. ; : 2
This is a phenon#®fion which his many

precedents in history and which has always

~caused serious difficulties, The expansion of

 explanation for all this, In their opinion, things -

Portugal’s overseas trade in’ the sixteenth cen-
and of Grear Britain’s trade two centurics
latér had their counterpare in the decadence of
Venice in the first case and of Low Countries
in the sccond, The experience of Germany
prior to 1914 shows that the entrance of a new
large industrial country into the sphere of inter-
national trade is no casier now than it was then
— nor does it give rise o less serious conflicts.
In 114 the United States already accounted
for more than one third of the world’s indus-
trial output; consequently it was already well
oh its way to becoming a gighntic power.
Without the war, however, it might have taken
half a century to reach the position it found
itself in only four years later, in 1918, The
truth is that the two world w::is have merely
speeded things up, conferring a ramatic
on them and tuming Europe’s gmdualﬁ
dence into a crashing downfall,
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Fortunately certain fundamental features of
the economic {[{:'n:hrpm.unt af the U.S.A. carry
within_themselves the remedy for some of the

. mest seriows harms caused to other countries.
In Fact, while the world needs American
help, it & in the imterest of the USA, for a
- number of reasons, to gramt this help. Public
| #opimion, however, dominated as it is by tradi-
tion in all countries, d ot hold these con-
curring interests to bé smble, for they are

something quite gew to which it is not accus-

tmed. On the other hand, it is acutely cons
cious of the points at which these interests
diverge. For thid reason many Americans are
still wondering why they should help Europe
with the Marshall Plan or in any other way,
while’ in Europe there is a lor of wlk about
earning dollarsiwith which to pay for the goods
we need rather“than accepting them as gifts.
There have even been apparently paradoxical
cases of masked: refusal of aid,

-

I

2. — Onece the Industrial -R:\'oiuri-un had

 starred, Ewrope developed alopg lines so singu- *

lar that cnly habit could make them appear
natural, namely as an industrial region impor-
ting the foodstuffs and raw materials it needed
from all the other countries in the world and
paying for them with its products. The po-
pulation” of Europe increased steadily, while
elsewhere (with the exception of parts of south-
ern and castern Asia) it remained Tow,

In the twentieth century the situation chang-
ed: almost all the pon-European countrics
developed industrics of their own and tried o
shut our Eoropean goods. However, as long
as there was no other great financial power for
them to turn o, they were unable o avoid
paying intrrest and dividends oo European
capital and, consequently, sending supplies to
Europe. They knew only too well that, had
they Failed to do so, the retaliation would have
been a refusal to grant new loans. Bur during
the last decades this too has come to an end:
Europe's foreign investments have been repaid,
and the Continent has been suddenly faced by
the problem of obtaining supplies without fo-
reign ‘balances with which w pay for them or

markets where it can obtain foreign currencie
in exchange for its products,

" The difficulties encountered by Furpe o
international markets are due mainly g
fact that exports in the twenticth centuey
as we shall see later — underwent g radieg
change as compared with the nineteenth e
ury. A secondary, but far from  negligit,
reason is that with the passing of world hege.
mony to the ULS.A., the causes have ceased
exist which formerly induced wellto-do con,
sumers to purchase European [ovury asicly,
no matter how. high were the tacif bamen
with which their countrics endeavoured 1
check such imparts. For many years, in fag,
the upper classes in all countries were Eltlljl:ﬂ
by Londen and Paris dress stl.'1r.-s, waps of
living and thinking, But it is 2 sign of the
times that the big Parisian dressmakers hawe
recently had to alter their models 1o com
with the taite of American women — sach 2
thing “would “have been wunheard of in the
ninceeerith century!

3. = Situations sim‘iia_r to that of Europe
ar the present moment have occurred severs]
times in the past; but the most interestng
precedents are probably those of Austria aad
Czechoslovakia after 198 and that of theloty
of Maples after 1860, The two former countris
had lost the prominent positon that ther
industrics, trade and finance had enjoyed @
the markets of the former Austro-Hungadan
Empire; Austria, in addition, had lost the
sources that had supplied Vienna, as a capital,
with het income: the losses of Niples wif
almost exclusively of the latter nature. A fr
that deserves to be considered- s that-only

Czechoslovakia succeeded in saving itself e

nomycally. It is interesting o ohserve the
whereas the decline of Austria may be attribued
to the tariff barriers raised against her by b

former markets, this explanation docs not B

the case of Naples which, on the contrary, wa
united to other larger and richer Italfan mir
kets. The latter solution however s now
commended as a remedy for the difficultis
being faced Ly the countries of Europe.
Europes present problem is the same
that .of Austria and Naples, namely, cither ®

find abroad ncw sources of income not infeier

1o be not t accept

The Ecomomic Future of Eurnpe ansd dhe FRFP

jin thase that have been: lost, or ta send part of
the ngulntiun to other countries or to be con-
went with what can be supplied locally, As for
the third solution, two lternatives are open:
cither “fully o exploit local resources (this
mens an ccopomie policy aiming at sclf-
afficiency) o to reconcile onesclf to a heavy
ind lasting fall i the standard of living,

11
o
4. — Let us now examine the new features
characterising international trade in the twen-
feth century, particularly of lare years. The
reson why Europe's formier export markets
started 10 break away amd undertake a process

" of industrialisation, was thar their entrepre-

news wished to oust European suppliers. Little
4y little, however, the individual desire to grow
rich mingled with the general desire to provide
employment. for the natibpal Jabour force.
Mpw, in the twentieth century, all government
palicies aim at Full employment and no coun-
iy concerns itself with the damage that may
ensne 1o other countrics from the steps it takes
w0 reduce unemployment.

Everyhody sces this quite clearly now, but
very Few have the courage to make allowance
for this fact swhen considering the economic
forare of the world. An unbiased study of
the siruation can only lead to the conclusion
thae the pelicy of full employment is bound to
redlt in' the complete abandonment of the
eeenomie prineiples followed prior o 1914
Yet these principles are the only ones known
t» privite persons in the conduct of their
husiness.

In Italy we are able to cxamine the effects
of thit new policy as regards the ban on dismiss-
ils in the industrial sector. The principle of
swund administration (as it was called) wsed

cowered the actual cost. This system led, in
practice, to the automatic climination of facto-
ries whose costs were too high to be compet-
fve. Once it has been esmblished thar mo
mmployee may be dismissed, the principle must:
be altered; all orders have to be accepted to

belp pay the wage hill. Thus Em:}m are dri-
¥en to selling partiof their ofitput below cost.
i '”J'M_“\: i

orders unless the' price

-
L

With a system of private enterprise withour
State intervention, the wlling of poods below
cost would obviously be limited by the financial
possibilities of the producers. Cnee their funds
came to an end, they would have to close down
or at least :I'E?LII‘I! to the old principle of not
working 4t a Ioés. .

In the case of whole nations, however, and
not private coterprises; €Elling below cost can
continue practically indefinitely, since a nation
will never run completely out “of resources.
Consl:qucntljr, the P;_crin}:'lpi: of Full r.m]:ﬂu}'rncnt
justifies not enly protectionism, but also dump-
ing and free grants of the I;.znd-LcaSE or ERP
type. . -, te,

5. =— We ought to consider the same facts
from anather point of view, In a world inent
on attaining full employment, there is no sense
in speaking of reducing costs in order to et
the better of competiion on international
markets. It is truc that a reduction of. costs
would make it possible to bffer lower . prices
without any need for an increase in Stare sub-
sidies, but these offers would not be accepted.

In the wotld we are now living in, “wo
country is wiliing to buy abrosd whar can be
supplied By.ite own manpower, since the price
pard for imports has to be added to the expentes
necestary'to ensure full employment. The only
advantage — if it may be so-termed — would

be that a part of the labour would be
employed for usclessgfrk.

 From. force of habit we are inclined to
‘entertain the idea of lowering the standard of
' living of the working classes in order once more
to be able to compete on foreign markets and
get foreign currency to pay for our imports.
This, for instance, was the practical advice
offered to France by Paul Reynaud, a states-
man who is wellknown as an expert in eco-
" nomic matters, Tt is, in fact, excellent advice
for the wotld that- M. Reynaud still thinks
he is living in. In our present world, however,
it would merely complicate an already difficult
social situation, since the only practical results,
. were France to lower her prices, would be new
“restrictions regarding imports and other pro-
tettionist measures aiming ar preventing France
from expanding her exports,
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fi. — In countries where are large masses

of would-be workers without employment the
policy of full employment should be achicved
mainly by Anding employmignt for such work-
ers. In more highly industrialised countrics,
however, it is part of another and more ex-
tensive programme: that of achieving econo.
mic stability, which means not only stability

" of employment but also of incomes, Ever since
130 this has led countrics to loak on cxports

. more and more as 3 means fqr_gctr.ing rid of
oproduction which is not needed ar home, Tt
has become a problem of domestic policy, its
oliject being o provide” work for cortain cate-

gories; thus preventing them from  putting
pressure on others.) This is a radical innovation”

chlI'I[.Ia.FE-I’j' with nincteenth century ideas, and
its effects are only just becoming apparent.
They are very farreaching,

In fact, if cvolution continues along these
lines,"each national market will become a sort
of rescrvoir, the contents of which are kept ar
a constant level” But in order to maintain this
constant level, there must necessarily be large
fluctuations in the quantity of water discharged
imto the diech below. ‘ .

Once these conditions predominate, interna-
tional markets can no longer hope to have
regular custoners and in order to place goods

_it will_become necessary to sell them ar very

low prices or actually give
only exception would be those few basic pro-
ducts for which even potential overproduction
is impussible. With this sole exception, exports
would lose their importance as a source for
financing imports. Any country thar continued
to deperid on international markets  would
therefore find istlf in a precauricus situation.
Further, it would be liable to soffer'the effecs
of depressions in other countrics, as was the
case i 1030-34 ;

Sir William Beveridge writes that every
COURTTY must aim at achieving Full employment
within its frontiers, without counting on ex-
ports as a means for attaining this end, since
in so deing it would merely®be. « exporting
unemployment ».  But his adviee is not likely
to be followed, As long as there is manpower
idle, all countries will hdve recourse to dumping
if an attempt to achieve economic stability for
themselves. Obviously, it is always better w

away. The -

emplay manpower on some not compledy
useless job, rather than pay the warkers 1o b
idle, Under these conditions, even the oo,
tries where wages are highest will be able g
use certain number of workers 1w produz
goods to be sold in competition with counrie
Vr'i][l't' Wigll': are ]l:'-’.'.

7. — All the foregoing should be consides) .

in connection with the particularly advany
geous situation of countries h:wing a |3-TE€ de
mestic market. Even if Italy, France and G
Britain reserve the whole of their domas:
markets for their own industries, they have
only g0 to 50 million potential consumers x
coinpared with 150 millions in the U.S.A, with
a much higher purchasing power. Consequen.
ly, in the case of goods having a decreasing
production cost — most industrial produc
come under this heading — manufacturees ar
able to resch very much lower costs,

The size of the home markes becoms 3
really decisive factor whin rocowrse i had'n
demping. The larger this market is, the Jower
is the pereentage by which the price has o be
incrédted on the domeste market o met
dumping expenses, Costs ond sales prices bemg
equal, if the domestc ‘:m:lrkn:l: in country A
absorbs twice as much of a given produa o
country B, the former will be-able to offer twic:
the rebate offered by B for sales abroad,

Morc or Iess the same thing happens when
dumping is efected not by the producersfou
by the State, which. offers export bounties or
subsidics. It is obvious that the richer country,
if it so wishes, can casily get the better of the
poor country.

8. — Owing to the fact that supplis o
international markets undergo sudden, :
scale changes “and that prices vary equaly
suddenly, production costs in small and me
dium size countries will vary far more tha
in large countrics. Normally, the former have
only a restricted assortment of producs ﬂﬂd
are sompelled to purchase far more suppis
abroad.  Consequently their industrial enfer

prises will end by assuming that speculatie

nature which was o be observed in all coun-
tries at the end of the world war. This maks
financing difficult, except during spells when

The Eooeamic Foture of F.urup-di and the FRP

circumetances are favorable {and even this only
applies to the more naive type of investor).
This difficulty in obtaining funds compels

firms te forego improving their cquipment;

they are thus unable to keep pace with technic-
3 progress and to reduce costs. On the other
hand, the instability of costs ‘sooner or later
affects sales prices unfavourably,

Thess causcs of inferionity, added to those
which result from restricted markers, would
end by limiting the industrial activity of small
and medium-size counitries. And all the coun-
tries of Europe come under this heading,

A
1

g — The United States diffiers from all
gther countries inasmuch as it has never suffer-
el from that excess of manpower which is a
nermal condition in Europe and Asia and was
therefore abile to apply labour saving machinery
fat more extensively than other countries. After
the first world war, the process of substituting
machines for men made. it possible for the
Americans to do without foreign workers, alth-
pugh production continued to increase at a far
grester speed than did the population. The
dosing of the U.S.A. to immigrants marked a
wrning point, the full importance of which is
only now beginming w be realised. For the

* bulk of US.A. peoduction decreaging costs in

wmms of human labour obuain. This means
that it s possible to increase production not
waly withour increasing the number of workers,
bur abio leaving them more time for rest and
amusenient. i

_ In a socicty, however, where the work is
dome by wageearners, mechanisation spells

epemployment, and in a modern society of

the Western type, where these wage-carnens
are of preat importance also as buyers on the
commodity markets, uncmployment incvitably
leads to a drop in the production of such com-
modities a5 well as to a reduction — if not

3 complete absence — of profis for manu

Beturers, There results a reluctance to invest
in new cquipment which, in tum, lowers
the output of capital goods. In short, a reduc-
ton in the demand for labour is followed by
depression, If manufacturers carry matters to

v
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their [opicil’ extremna, the depression” becomes
permanent and economic development cotnes
to a'standstill,

Sa far, however, the United States has suc-
ceeded in avoiding this cxtreme, thanks 0 the
limited availability of manpower which frst
made it concentrate on machinery. As the
result of risinglwagcs and  shorter w::rking
hours the ificrease in prﬂduciiv: capacity has
been follewrd-by an increase in mass consump-
tion, which has recstablished  equilibrivm,
The country has been theough erises — even
very serious ones — but manufacturers did not
permanently refrain from installing new plant
for fear of never beitig able to-sell thieir output;
as has been the case in Europe. This is another
of the important-chatactéristics that distinguish-
es the USA. from the rest of the world,
They have indeed been Jucky enough io7dj-
scover the formula for developing production
and consumption at the same rate, which is
essential in order to keep the mechanism of a
modern coumry going, -

* Together with-these two factors, very strict
protection -of _;hE domestic market has placed
the US.A. ig' the place it now occupics in the,
world. It his always been protectionist. In
the- middle af the nincteenth century, when
Great ‘Britain became the champion of free
trade and all the countries of Europe lowered
their tariffs, it scemed for some thirty years as
if protection was: ahout to disappear. In the
U.5.A., however, it was not shaken in_the Jcast
and this too is accounted for by local condic
tions. The British: industrialists and workers
embraced free trade Jepatise they knew that
the abolition of cus barriers would ensure
food at lower prices. >The Americans could
not hope for any such advantage since they
were at the source that supplied Europe. British
unemployed could emigrate and make a for-
tune for tbm"ﬂQ:cs. Americans could never
hape to do this, since the highest wages and
the best opportunings. were 1o be found in
their own country. %

By closing its domestic market, the US.A.
succecded in improving the standard of living
of its people without waiting for the rest of
the world to do the rame. The poor countrics
were unable to disturb this process b‘:i' sﬂm'li-l'lg
over their goods or their workers,
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10, — The series of facts mentioned in the.

first part of paragraph gw— technological
unemployment, sales difficulties for consumer
poods, ctc. — has so far been studied by eco-
nomists almost exclusively with reference o the
theory of economic crises which, in reality, can
“be cxplained in many other ways. On the
other hand, sufficient importance has not been
attached to the fact that the aforesaid series
of events may bring economic developmeit
o oa anent standstll,

HE:mv.r-c come to a‘nfm problem strictly
conniected with L['L%upa[jsiun of mechanisation,
namely: how to sell the incrensed owrpur if the
machines, by maising labour efficiency and to a
great extent elimimating human Tabour, exclude
from the market an iicreasing number of
potential consumers? This problem has been
appareht from the very beginning of the Indus-
trial Revolution“and if the classical cconomists
have ended by considering it with optimism, it
is only because, in capitalist societes, the
employment of manpower has been increasing
at the same pace as the efficiency, ‘

" But let us stop to consider the case sug-
gested by Sismondi, of a king of England
who had all the work formerly entrusted to
his subjects done by machines. In this case the
~working classes would have oo incomes and
would not be able to buy anything. Supposing
the king were a philanthropise, he would have
all the products thar he did not need himself
distributed free of charge to his subjects, in
which case they would benefit from the replac-
ing of human labour by machins. As a
philanthropisr, he would be anxious for new
automatic factories to be opened continually.
But capitalist entreprenieers having only selfish
aims and operating with perfect logic, would
smop- their machines as soon as their
consumption was satished and, needless o =ay,
would refrain from opening new factories,

In actual fact, if capitalist countries have
continued to expand their mechanical equip-
ment and allowed the working classes g reap
the benefits thereof, they have done so not anly
because the remuneraton of labour has increas-
ed, but also because work was done which
appeared remunerative for investors, though
really it was not so. In the first case, entrepre-

)

neurs acted against the spirit of Capitalism; i
the second ease, they made investments which
a clever eapitalist would have rejeted,

11. — In the twenticth century great pro
gress was made in inventing machines capable
of doing men's work. Particularly importn
aid capable of developments that would har
seemed unbelievable culy a few years ago o
the machines invented during the second wordd
war. Perhaps the age of plenty dreame of by
the Utopians is about to become a realiy
(provided the population of the world does ot

= increase excsssively). Bur this plenty will not

take the form of manna falling from the sy,

which one need unt}* bend and Pir_k up. Factp

ties will have to be equipped and manpower
employed in wrder to obtain i, At firs sight,
therefore, it may seem as if nothing has changed
a5 compared with the economy to which we
are accustomed; investments will have o ke
made 25 in the past: Bur here the analogy ends
singe ‘mpst of this machinery is practically
automatic and the employrent of manpowe
would become negligible once the equipment
was installed .and, comsequendy, the sles of
the products piactically tmpossible,

Under these circumstances new invesment

- is extremely advantageous for the country a8

a whale, since a large quantity of products are
obtained almost freely (just the cost of install;
the machinery) but it is not a profitable bus
ness for private persons, :

A restricted number of private businesss
may be profitable provided they arc inserind
into a pattern of businesses the majonty of
which are not rémunerative. There dre & aetr
ber of “possible solutions: () o diseontin

investment; (&) %o distribute investments oV

a very long period of time, so that those dosing
with a net loss may be able to pass almest
unobserved; () th switch over from invest
ments for profit to investments of a philantre
l:l!'c nature.

Entrepreneurs might find an incentive ©
create and operate automatic plant in a
solution : (d) if they took pleasure in employ-
ing useless labour, as if they were holding
court, compensating the court mass with the
products of their plant. But this solution bes

no practical importance, since public opipin

£
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in all modern countries condemns all forms

of useless, pandy luxury which has bhecome

Isive even to the vEry rich, Lns:llr,' there
i solution (¢} when the entreprencur produces
in order to desteoy what he has produced; but
we need baedly mention that this solution,
even iF it is rational as a system for equilibea-
ting Pm.dun'mn and cnnsumpﬁnu, i5a cm:l:lpll:b:
failure from the social standpoint. Meverthe-
less it is interesting e’ observe thar, from 1gig
gnward, the greatest increase in mechanised
plant has always taken place when it was
peeddedd for war production, aamely, o preduce
things to be dtﬁtrﬂj‘f-’d.

12. — Recently the old theoretical problem
has reappeared in the puise of o -practical
problem in connection with trade between the
United States and the rest of the world, The
USA. produces practically all that it needs
and consequently does not need to import
goodfs. Its position is becoming very similar to
that of Stsmondi’s king of England, namely #t
wen mo longer trade, but only pive away. In
order to preserve the appearance of selling its
goods, it has to give us dollars with which
ta huy them,

Thus econcmic relations between the coun-
tries of Europe and the U.S.A. do not merely

: Ermnt a problems of international trade or of

of payments, In actual “fact, they
present 1 Typical problem. of distribution of
income resulting from technical progress and
greater explojtation of nawral resources.  If
frontiers. and eurreney difficulties have imme-
distely made this evident in the international
sphere, it is nonctheless equally true of condi-

tipns inside the various countrics. However, in”

our capitalist socictics, it is more difficult, for
tchnical reasons, to distribute goods free o
the citizens without causing a serious upheaval.

The difficulty comes from the fact that it
i necessary to organise this free or half-free

distribution without upsetting the process of

production and, particularly, in such a way as
to prevent the workers who benefit from this
free distribution losing interest in their work,
while at the same time allowing a margin of

profit for the employers. This might possibly -

be  achieved..
KCIViCes 50 as

gradually extending  public
: ;

_.,--u—-u\

have a rapidly detceasing cosmt of produc-
tion {1} "So far, however, neither this nor any
of the other possible solutions has been studied
sufficiently to ensure success. On the other
hand, the favourable effects of free exports on
the sability of the domestic market are almost
as eertain as~those of the destruction of surplus
goods, which is the oldest and best-known
method. '

Being brought face o face with the general
problem of distributing increased output on an
international scale has served to stress i
charactenistics and. should therefore have faci-
litated its solutiop, In Fact, in the countries
that have béen receiving help from the US.A.
in the form of free s, nobody could
possibly maintain that these goods have tosta
sacrifice or that it would be a saving not to
use them or w refuse to :u:cc;:t them. Conse-
quently, had it not been possible to utilise them
otherwise, the bencficiary countries should lo-
gically have distributed them free of “charge
{to destitute citizens, for instance), arranging
this distribution in such a way as to aveid any
unfavourable effect on production.

MNevertheless, the modest attempts made to
plan the distribution of ERP help aroused
the suspicions of a number of well-meaning
persons, who hastened to draw attention to
what they claimed to be a.contrast between
the United Setes’ intention to defend private
enterprisc and the experiments in collectivism
an ;E: part of Euwropean Governments. In
reality, when the U.S:A, décided to grant free
help it was merely g on to other countries
the task of solving a"problem which it did not
feel ablé to solve on its home front and which,
could only be solved — as has already been said
— by wrning from a market cconomy to
philanthropy.

It may scem like a paradex, yet —from this
point of view — the collectivist countrics may

-

{1) The gemcral ahjection 1o this ks shat a similar syaem &
imponible, since it wemld mean the simultimous cxdstence In
one Society of 4 collectivin and 3 market ceonceny. En actul
face, the rwa symems have exissed simiiltancoaly iknte time im.
memiorial, Public aguedocy are bat one crample,  Bach citizen
draws the watcr be needs and each comaribenes 19 the aypeme
accopding e b ibilicies.  The poot get. their waier for
eothing and s dupﬁ::gb_&:. This wodution was acdoprad owing
w0 the tecnical sature ef the distribution of waser, which renders
" pegiigible ‘or incxbument the economic advastage 1o be obtinod
frim limiating it 10 the wellsodo ctizem,
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be needed to save private enterprise in a coun-

whose economy it constantly expanding
and which, like the U.5.A., wishes at the same
time to enjoy the advantages of stability,

13 — The Americans have adopted this
solution’ without realising it. They never in:
ténded to create the necessary condtions for
m}:‘hring men by machiifs and it would be
ridiculous to attribute to them the Machiavellian
plan of passing on {o Europe the task of saving
private enterprise in their country. The most
_ifnportant immediate advantage of this help,
=~ which is to offer an outlet for production
“surpluses, has only been relised by a few
! le and a number of these, while appre-
‘ciating, the measure in as %:as it concerns
“their own special ‘hranch (cdtton, wheat, etc.),
are appq'xcd to any general policy of this sort.
Cungrcs_séappmwd the Marshall Plan with
argument? that likened it g5 the subsidies paid
by. the Roman Empire fand by the British
Government in Indiy nticr tribes in order
o keep them quict. Further, Congress threa-
tens every year to reduce ERP funds. What
count, however, are the facts and not the inten-
tions,  Columbus discovered ,l.ﬂae?in{, but he
thowght he had only found a new routé o Asia,

v

14 — We have already -pointetd out that,
despite the fundamental copformity of Euro-
pean and American interests — Europe needs
help and it is in the interest of the US.A. o
grant this help — there are secondary points
at which these interesss diverge, which com-
plicate the practical realisation of these plans
of assistance. The most serions of these diffi-
cultics originate from the veryqcauses which
make it expedicnt for the US.AL o prane this
help and appear clearly in connection with
the application of the Marshall Plan,

Useful though the free imports contempla-
ted by this Plan undoubtedly are, they arc not
always welcome and, sometimes, are actually

. refused. Obviously this was to be foresepn.
The Communists were of course the most
hostile to this plan, yet it is symptomatic that
industrialists and farmers have for purely eco-
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nomic reasons shown the strongest opposition
o certain types of imports.

As we have already pointed oot in pan
graph 5, countrics whaose object is to avaid
unédiployment are only acting rationally when
they refuse to buy abroad goods which they
could produce themselves since the price paid
for these goods hds 1o be added to the expens
of employing local manpower whatever the
results of its Inbour may be. But when the good

“imported cost nothing, this justification i ob

viously ‘no longer wvalid. Cemmonsense tell
us thai in this case the importing country &
in the pesition of a person receiving a wschl
present.  1f, for instance, A peasant family
produces less whear than it wishes 1o consume,
there can bur be an advaniige in ropeiving the
difference as a. present. '

In the complex societics of our modem
world, hgwever, we have to reason differently,
Free imports increase supplics on the domedtic
markets of the B:ntﬁciar}' countries, lc:l'!jng
to @ fall in prices. A lowering of individul
incomes ensues which — unless it is of negli
gible proportions — brings about 3 crisis (1)

"Classical economists did not artach any. imper-

tance to crises of this kind and looked ahead
to the moment when the marker would hafe
adjusted itself to the new conditions. MNeverthe
less the fact that the victors of the first world

{2} The ond and’ the diappesrance of oo wn-h-id
inrome are, 3 ha a|;n.d:r heet azhl, the effec of e diep 2
prices; bur the mame thisg would happen - thongh i 3 &l
feremt form — pits d8 2 eountry where moncy wan kot
andfhat was pot cxpumlin, Their real caase v 6 be fou
in the fact that consuffers are physically different persoss fne
producers and tha they sc independent’s of onc snother a8d
without caring what conicquences their acts miy have,

Far the sake of simpliciy, ler w ple an extreme easer B2
14 imagine a coustey with 3 elosed ecanomy, whee whegt pro
ducers are not eanily able g undermke ocher forma of prde
tion, and hartee part of she whear they produce fortc
othier colmodities they regquire, Thia country, ke the posit
family already montiencd, praduces almpether e wheat e
it withes to conmme, Let v suppose that asother cousi
makes it a gift of enough when te make up the diffestc
If priority is given to the preducers of otber commnditio, whe
duaributing this gift, 3o = fally o safy ther requirmet
they will ‘B _longer e fo natbene] wheat producens fee wip
plies. Therehore, in the beginsing everybody will hure iy &
whest 1 a4 roult of this gt ben wheat priducens will bt
to refrain froen commming ather ‘goods awl the preteen o
wid goods will fed theenselves with surplus production &
their hagdi, Unlews they inereasé their owm consumption 4o 3
to ahsarh this sseploi, ey will have to reduce prodesst
and some them will be lcf withost employment.
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war eventnally refused German reparations in
kind (which differed from a juridical point of
wiew, but in actual fact srmounted 1o very much
the same thing as free imports through ERPY
should have afforded food for thought. Tt was
indecd an unmistakable sign of the radical
change in public opinfon — particularly among
the feading classes — with regard to crises, even
if naot likely to be farreaching or o last
log (3). - ot

A crisis can be avoided only if the distri-
bation of the free foods is carried out in such
4 way as not to alter the relative pesitions of
the difficrent members of socicty,  This has
indeed been attempted, bat expericnce has prov-
ed it 1o be extremely difficult in countrics
where distribution i5 not concentrated in one
hand, a5 in the case of the peasant family,

=15, ~ It should be noted that national pro-
ducers not only objected to imports that might
lower their sales, but also to those which might
sand in the way of their expansion, Thus, for
instance, some industrialists tried o veto im-
ports through ERP of machines that they
were actually not building because the cost

* wauld have heen prohibitive for nadonal buyers.

This conduct is not irrational as long as
there is btipe of the domestic marker expanding
in the fitore,

In fact to accept o present of goods amounts
w expanding the market of the producing
industry in the country making the gift (whe-
ther this is done at the expense of the taxpayers

of a0t makes no difference). This expansion, in *

the case of production of the decreasing cost
tvpe, leads to a lowering of the cost of produc-
tion and consequently paves the way for sl
stronger competition. in the future on the part
of the nation conferring the poods. For esamp-

le, the payment of repartions in kind would-
1

v have built up such a strong German
industry that the victorious nations would have
been unable to compete with it.

{33 [M,, Ewrwes way amang the firse who jusifisd in theory -

thote who were cusrting prowsre in oeder thay Germas repa.
ratiae should pee Be sceepred. He crplaleed thir the imme
#ae effoct of frec peoes i hasmiul 1 the coanery reogimg
them, slthouph this harm maght hﬁp' ¢ an sdvennage iF the
proces comtinued |onp ehoegh and if the comntry's penductive
psistion was smithle wmaverted, S, for inﬂiﬁq‘, A Rewi.
S of the Treaty, Lottlos 1433, pp. 15335 and 16546,

Iﬁ‘

16, — The majority of Europeans would
prefer to pay for necessary impores with the
proceeds of theid visible and invisible exports,
« We wantto work s, they say: « We don't
want charity~-All that we ask is to be allowed
w skl on foreign markers »,

The wouble is that there are no European
goods that the U.5.A. cannot produce cqually
well And, as we have already stated, an
enormous country, Hke the USA; is able to
practise dumping.on such a scale as to exclude
all other countrnies from: international markets.

Consequently when we ask the Americans
o lower their customs barriers so as o Five
us the possibility of selling some of our goods,
of not to incréase their merchant marine to
the point of depriving us also of the invisible
assets represented by sfreights, we are indeed
asking them to leave part of their wocking
capacity idle as 3 favour to us. We should be
deing the same_thing if wg asked the US.AL
— a5 it would be logical for us o do — not to
compete too bitterly with us in forcign markets
so that we may still be able to earn the foreign
currency with which to pay for the goods we
receive from these countries, ;

But that is not all.. Once-we have accepted
the principle of using exports to prev
unemployment and avoid crises, the TS.A,
may find it more advantageous o supply the
ather countries free F—T harge, rather than to
give up markets m . Were the UL.5.A.
to give up sume markets, it would in fact have
to help its national industrics which would be
working at fedoced efficiency, subsidise its
farmers to reduce their crops and s0 on — all
measures ‘which are dangerous since they get
people into habit of not working.

17. — It is certainly no easy matter to over-
come these difficulties; yet it is essential o do
so if American help is to yield the benefits we
all hope for. '

v

18, — If Europe were to continue to get
supplies from other countries to the same extent
as prior to the war, American help would need
to be permancnt — in view of the difficulty
(sée paragraphs 5-7) of increasing its ex

" sufficicntly to make up for the lack of the

prevent
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income from investments which had to be
liquidated te pay for the war.

© We must pot forget that whereas, before
1914, the flow of supplies was steady, since it
depended on murually advantageous commer-
clal transactions and was considered a duty by
piiblic opinion, it has now become a political
problem. And since the available s not
sufficient to satisfy the needs of all the countries
of the world, Eurehe will always be haunted
by the fear that this help will be diverted to
China, let us say, or to South America,

Mor must we forget another fact of funds-
mental imporance: the US.A, might suspend
this freg help altogether and obtain the same
advantages by working to prodice more arna-
ments. In the years between his advent o power
and 193y Hiter proved thar this is an casy
and unfailing way of absorbing labour.

(g, — For all these reasons it is necessiry
w consider whether Euvrope can keep up its
present standard of living even without Ame-
tican help and withour that increase in its
exports which it hopes to achieve by the time
American help comes to an emth~Ohbvicusly
an.espential condition is for Evrope 0 increase
production for the domestic consumer,

The objection wsually made js that our
natural resources are few. The same thing
might have been said of the ULS.A. when its
territory was only, inhabited by the Indians,
In Europe, the resources we know of and are in
a position w exploit are few; but we must
bear in mind that technical progress may
increase them.  For instance, when it became
impossible to get nitrates from Chile and na-
tural rubber from Malaya, industry discovered
processes for fixing atmespheric nitrogen and
producing synthetic rubber from, raw materials
available locally. Ar presemt we:are poing
through a phase of exceptionally rapid techni-
cal development; this alone should allow s to
consider with optimism  the possiblility of
increasing European production by drawing on
our natural resources.

Another very frequent objection is. that,
* unfortunately, we are poor, very poor; that we
eannot inerease production because we lack
capital, and thar we cannot build up capital
. because we bave insufficient savings.

This is nor accurate.  What we canng
build up is monetary savings, which cannet e
formed if monetary profis and incomes ane
not. sufficicntly highs the later, in turn, wi]
remain low as long as sales are limited by the
low level of consemption. But our socictie
always cave, more than cver so in times of
COONOMLIC &fpr:ssiun. When they refrain fom
cnnsumpt:ion to such an extent a8 w o reduce

~also investments in capital goods (since they

can o Jonger be considered remuonerative)
saving is accomplished directly in the guise of
u saving of labour, Orentils have alwap
realised this. They know that the prize gained
by refrain from consumption is test and, for
them, this prize is sufficicnr,

In Ewrope, however, work has gradully
become the objest of a true cult, although
peaple continue to preach thar to refzin from
i wenld be advantageous both o
nomically .and spiritually. Two incompatible
ideas: on the one hand, that it is mertorioos
to produce and, on the ather, that it is mer
torioue not to consume are the bases on which

‘European sentiment is founded. It is difficul

to make Europeans understand that it is merely
a waste of labour to plant vineyards or b
motor factories unless it has been derided to
increase the consumption of wine: or cars,

So far Europeans have been able to avoid
this conclusion by imagining that they will be
able to export what they do not intend B
consume, But now thar exports-offer oaly 2
very limited outlet, this has beeoine a form
escapism. i

20. — Another important fact s that tho
ideas are thared by the working classes wha,
if they considered their own interests and acied
rationdlly, would aim to increase their consump
tion and make sure that only what they like
to consume is being produced. Instcad they
fnd it quite natural, on the one hand, to
at producing goods for the exclusive use of the
rich while, on the other, they cxery pressurt
on public opinion and on the St w d*
courage the consumption of these goods.

. Obwiously this hinders the expansion o
production and makes economic readjustment
in Enrope even more difficult.
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Returning to the example of motor cars,
let us suppese that we not only manufacture
cheap cars bought mainly by the working
chses but that we manufacture this type
alone, Exports bc'mg closed, the granting of
better wages world result in an expansion of
the domestic moter market and, in “this way,
the sueplus production would sooner or later
be reabsorbed. I, on the other hand, wé only
produced Allz Romeos, Isotta Fraschings and
Ralls Royees, it would not only be difficult
o expand the domestic market but the increase
in cost ensuing from the higher wages might
cause it o collapse completely, since the inco-
me of our well-to-do class=s arc limited and
— natrally — nothing is done to increase
them; on the contrary cverything is done to
sestrict themn. It1s For this reason that the State
Bad to subsidise factories manufacturing luxury
cars so that they might work u::lnsﬁl; a5 a
result there has been a fall in the country’s
real income (4} .

Thus, incidentlly, we have touched on
another fundamental point: the difference in
mentality leads to-one and the same measure

" having opposite’ effects in different countries.

o,

Vi

21. — After the first world war, Europe
suffered from economic depressions, but there
were also periods of recovery; we may hape

() Thoe facts would have mo imporesner - prodaction
Beers were poriectly mobile-as economiaty belioved for 3 Jang
time, In that cae employos and warkers codld caily poa
fram che mnonar industry 1o otber factoric wpplying the cm-
emodiey S e h:r the warking tlassen. In rﬂ||.'|j, however,
Eoth. preductive ceganiation and pticn are rigid o asch
= extent that b ondor to resctivale 3 country's coshoma: lils,
A would be neceuary for the demand for the various goods and
tervices, an well aa individua] incoenes {including chose of the
nick sod of 1B profiscers) o retits to theie ariginad fevel,
which would be secheieally difficult and politically . imgoisle.

therefore that alsa after this second world war
there will not I)I: only depressions, Unfortuna-
tely, however — and this is symptomatic —
the pi:riﬁ_d_af recovery lasting from g5 to
1939 was closely connected with preparations
for the second world war which, for some years,
administered oxygen to the productive orga-
nisation. Nor is it possible to forget that, ever
since the beginning of the rwenticth century,
we have n_lw;:,'s "Jagged f|:|¢:||i!'1r&A the \'anguar:l
counkries,

After all that has been said, we fecl that
present difficulties should appear sufficiently
clear. Europe is faced by a world situation
which is completely different from that on
which it founded its fortune. In order to
safeguard the relative comfort to which =it is
still accustomed, it would need to rebuld its
economy on new bases: a very difficult matter,
not only becabise the stndcture of its ovrput
and consumption is rigid, but particularly be
cause, Tegarding many fundamental problems,
Europeans have ideas which are -:umplmlyaaljc
opposite of those they should have in order
to change the aforesaid structure in such a way
as to increase real income.

This is the gloomy side of the picore. -
However a certain confidence could be justi-
fied: technical progress has not been extin-
guished in the wol@fon the contrary it is
Aourishing more thiff ever, and other countries
from which we are only separated by distances
that are small in modern times are constantly
showing us how this progress can be utilised.

S0 far equilibrium — a very poor equili-
brium, it is true — has been re-cstablished by
an exterior force, by a deus ex machina: the
U.S.A. and its help. Yet after a]l, if a radical
change in European ideas were to occur, would
not be this ene of those miracles to which old
playwrights had tecourse to extricate their
characters from impessible situations?





