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EUROPE WATCE

By HAROLD CALLENDER
LoNpoN.
TUROPE is anxiously watch-
ing the progress of what has
come to be known here as
the great American experi-
ment. The adjournment of the
World Economic Conference for
several months signifies that Eu-
rope and much of the rest of the
world are waiting upon President
Roosevelt. All general schemes for
monetary agreement and tariff re-
duction are hanging in the balance
pending the outcome of the Ameri-
can adventure in planned economy.
For Europeans see no hope of any-
thing more than partial and tenta-
tive measures for the reconstruc-
tion of world credit and trade while
the future of the dollar and of
American industry remains obscure.
Not only will the rapidity of the
world’s economic recaovery be deter-
mined largely by the degree of suc-
cess that crowns the American ef-
fort, but the direction and scope of
national policies everywhere will be
decisively influenced by it. It will
put certain theories to the test, not-
ably that of planning on a national
scale and that of stimulating ex-
pansion by monetary means, and
may decide the trend of economic
thought for years to come.
Economists have long envied the
chemists and physicists who enjoy
the advantage of being able to ad-
vance from experiment to experi-
ment where the social scientist is
condemned to speculation. America
is engaged in a gigantic experiment
in economics, while the rest of the
world looks on. If it is deemed suc-
cessful other natlons will be dis-
posed to try similar methods, and
the American reputation for eco-
nomic pioneering (which has nota-
bly declined in the last four years)
may rise with the price level to the
high point of the pre-slump period.
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Europe the President’s pro-
gram is considered to represent

a venture, a gamble, on decidedly
natfonalistic lines, in that it seems
to preclude for a long time to come
the kind of international collabora-
tion for currency stabilization and
tariff reduction which Mr. Roose-
velt himself advocated a few
months ago and which his Secre-
tary of State enthusiastically pro-
claimed as recently as the opening
days of the economlic conference.

As the President put it, ““The aim |
of this whole effort is to restore |

our rich domestic market.”” Foreign
markets and international finance
take second place.

Amerfca had the choice between
purely national action and such an
effort toward world-wide coopera-
tion for recovery as was the pur-
pose of the London conference. The
prospects of etfective intgmauonal
measures were admittedly not very
hopeful. Meanwhile, a substantial
rise in prices and employment took
place in the United States. The
President's advisers were divided.
Some favored the international so-
lution—the stabilization of curren-
cies and the reduction of trade bar-
riers on the lines already laid down
by the President and the European
statesmen who had visited him in
‘Washington. Others insisted upon
going ahead with the American ex-
periment independently of the out-
side world, on the assumption that

the United States could recover:

alone and unaided. Moreover, the
first step toward concerted interna-
tional action—the stabilization of
the dollar—-would, it was feared,
check the rise in prices that had
aroused new hopes (and new specu-
lation) in America. .

The national experiment and the
international program were irrec-
oncilable. Raising American prices
by the means contemplated made
jt impossible to raise world prices
by removing trade barriers (to
which stabilization was a pre-
requisite). So the President chose
the nationalistic road and the eco-
nomic conference was condemned
to futility. This, at any rate, is
the European view.

Europeans cannot complain—and

none does complain—because Amer-
ica has had a sudden access of
‘nationallsm. Their only grievance
.is that she chose a singularly in-
convenient moment for it. Not
until the economic conference,
which she had helped to assemble,
|had begun its work did America
 decide that she could not partici-
pate in & currency truce similar
to the tariff truce which-she her-
self had proposed.
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Europe Watche:
As to nationalism in the field
of economics, that is one of the
few principles upon which there
is  virtually unanimous agree-
ment among the otherwise divided
nations. If President Roosevelt's
frank nationalism had not cut the
ground from under the economic
conference, that gathering prob-
ably would have been doomed to
relative fruitlessness by the na-
tionalism of other countries. For
all signs point to an attempt to
restore the e¢conomic life of the
world on national rather than on
international lines. Reconstruction
on an international basis Is too
great a task in the present state

of mind of the world.
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If Our Program of Planned Economy Is Successful, Other
Countries Will Be Disposed to Try Similar Methods

Neither the relatively free trade
of pre-war days nor the reckless
international lending of the years
1924-28 seem likely to be revived.
There are no indications of a gen-

eral reduction of tariffs, and any'

movement in this dlrection prob-
ably will be local and regional, as
foreshadowed by the British trade
treaties and the proposals
Danubian cooperation. In-her eco-
nomic nationalism, at any rate,
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Mr. Roosevelt’'s program is also
regarded in Europe as at least po-
tentially inflationist, since it appar-
ently involves the raising of prices,
if necessary, by monetary as well
as economic measures. The Presi-
dent’s authority to devalue the dol-
lar has been held in reserve and
perhaps may not have to be used.
But the knowledge that it is there
may have had some effect in stimu-
lating spending, and Europeans
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America is moving with the rest of
the world.

This cannot be said, however, of
her enthusiasm for what may be
called an expansionist, if not as yet
an inflationist, policy. Here she
has parted company with most
European countries, notably with
Great Britain. The President in-
tends to resuscitate the nation’s
economic life partly by the injection
of large doses of government capi-
tal for the development of public
works and the reduction of unem-
ployment. This is being tried in
Germany and has been tried to a
limited extent in England, but the
British Government now considers
it unduly expensive.

s—“National Policies Everywhere May Be Influenced by the American Effort.”

consider the recent boom in stocks
and commodities as partly—nobody
can tell to what extent—an expres-
sion of the fear of inflation.

It is this aspect of the American
experiment which causes most mis-
givings. While it is agreed that
controlled inflation to ralse and
maintain prices is theoretically pos-
sible, the experience of European
governments does not inspire confi-
dence in its political practicability.
Seldom, if ever, has a great nation
deliberately embarked upon infla-
tion, as America will do {f it de-
values the dollar. Other States
have inflated because it was diffi-
cult to avoid; America, if she did
50, would inflate—as she left the
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gold standard—of her own free will.
FEuropeans generally, especially
those who have experienced it in
their own countries, are terrified by
any suggestion of inflation. Since
America's permanent recovery
means so much to the world, they
hope it can be achieved without
resort to monetary manipulation.
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ESS disquieting but almost
equally novel is the American
insistence upon higher wages
and shorter working hours as =a
means of increasing the consuming
capacity of the public. Some Euro-
pean economists, notably J. A. Hob-
son in England, have contended
' for many years that the fundamen-
‘tal flaw in the economic scheme
. was that too much wealth was con-
centrated in the hands of a few and
hence invested in ways which in-
creased production, while too little
was distributed in wages and sal-
aries so as to enable consumption
to keep pace with production.
President Roosevelt and General
Johnson seem to accept this view
and to contend that sound pros-
perity involves a wider distribution
'of income, with more spending in
‘| proportion to saving.

To nations which have struggled
to keep their wage levels low in
.order to gain foreign markets, this
is a disturbing conception. High
wages have usually been regarded
as 2 consequence of prosgperity but
not a cause of it. Hence the ques-
tion is asked how America is to
maintain her exceptional wage
levels and her short working week~-
| which increase the cost of produc-
tion—unless she enacts even higher
tariffs to protect her industries, or
else devalues her currency.
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N other respects, too, the Ameri-
can experiment is looked upon in
Europe as fevolutionary. The

United States seems to have aban-
doned in a trice the whole philos-
ophy of economic individualism on
which it was nurtured, and to have
set out to subject its industries to
a degree of government control
comparable in some ways to that
of Fascist Italy and Germany. It
is recognized that the extent and
permanence of this State super-
vision is yet undetermined, and
that it might relax considerably if
prosperity returned; but the pres-
ent economic experiment seems to
be based upon planning and regu-
lation through what President
Roosevelt calls ‘‘modern guilds."”

Signor Mussolini has noticed and
commented upon the simfilarity be-
tween Mr. Roosevelt's ideas and his
own. He was gratified to note that
‘‘the President is no longer bound
by the dogmas of economic liberal-
ism'; he remarked that the ‘‘at-
mosphere’” of the American experi-
ment is ‘‘similar to the atmosphere
of fascism''; but he thinks the
President clings to the principle of
State intervention in industry
rather than seeking State control in
the Italian manner.

If the American experiment were
to result in a permanent scheme of
State supervision, greatly restrict-
ing individual freedom of action, it
would not greatly surprise certain
Europeans. For they have long re-
garded America as a nation whose
individualism was most notable in
the field of politics and whose eco-
nomic success in the earlier post-
war years was attributable to a
kind of economic collectivism.
André Sigfried has spoken of ‘‘the
collective tyranny’” in America
against which the youth did not re-
bel because they had not ‘'the in-
dividualist mentality.”” He wondered
whether America's enthusiasm for
material gains would not ‘‘extin-
guish the flame of individual lib-
erty’’ which FEurope considered
‘‘one of the essential treasures of
civilized men.”’

This collectivism was, of course,
social rather than political; and it
was manifested, as Europeans saw
it, in the acceptance of a certain
uniformity in manner of life and
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