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This argument that price inelasticles makes devaluation
inadequate to prevent loss of reserves is, I think, wrong ly
presented, and 1s 1in fact most unlikely.

Suppose mexico is supporting the peso at 5 to a #. This
means more pesos are offered for § at 5 than can be satisfied
with the § offered at that price, so the mex. govt makes up
difference with 1ts § & gold. Now suppose, tiring of this, it
says 1t must be given 6 pesos per $§. Pesos that were being
satisfled there move to the exchanges, where they bid up the §.
Now suppose mex. demnd for foreign goods is almost absolute 1y
inelastic. (This is conceivable, for as against all fareign goods,
domestic goods are a relatively small part of total, the world
as a whole is a monopolist to the mexican. But wait, 1if so
demand will be unitary, for the mex. has nothing from which to
stop his demand to turn 1t abroad. So international demand will
be inelastic mare for a country with small % imports -- for
inelastic demnd implies taking m from other uses, whick must
therefare have a very inelastic demand. But as betwesn local and
farelign products, I should gaess demand for local to be Xxxx xzrs
BixBXEx less elastic, being more necessary and accustomed. Hence
this assumptlion is unlikely. However if you had suppr=ssed
inf lation with idl balances kicking around you might get
pretty inelastic demand for foreign goods -- maybe this is what
happened, in Eng etc) Then when § etc are bid up, more pesos
will be for thcoming. However this in itself does not mean
that the unfilled gap will be as great as ever, or greater.

For at the higher price of § the greater number of pesos coming
on the mkt will be taken off by the same number of as took
off the smaller number befare. --assuming we have the same
number of §, for the moment. So, even if demand is absolutely
inelastic, the unfilled gap is no greater. We will have a
larger number of pesos coming to govt far r=demption -- 3/78
6/5 as many, if price was railsed to 6 -- tut they will
regquire only the same amount of $ to redeem as before. Now,
suppose demand were just a litttle bit elastic: we would get
fewer pesos left on the gap fa the govt than before.

What the govt was doing was to depress the price of & by
throwing its supply on the mkt , thus turning terms of trade

[against others. But this is not a wrong, since to aceuire them |
‘in primo they had to glve pesos for them, doing just opposite.
i Now the assumption that you would get the same amount of
foreign currencies is assuming foreign demand for mex products
to be unit elastic. So with unit elasticity of foreigners, and
complete inelastid ty of mex, you get no change; with any
greater inelasticli ty you get an increase of the mpaymamtaxgam
reserves taken; with smaller, a decrease. So it would be
possible to have both demands inelastic, up to some amount,
and still help the situation -- this could be formulated
precisely.
But to avoid the bother, how likely is it that world demnd
for mex prodicts will be inelastic? I see no possibility. Advocates
of the inelasticity argument have at this point started to
talke about inelastic supply by mex, but that seems irrelevant.
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Now, what of the future. Can countries use their monop.
posit ilons now?

Overvaluation has 1ts drawbacks. It can be used temporarily,
until the reserves run out. And this is enough for many
admini strati ons, who will use the reserves built up by
previoaus adninis trations for that purpose. Or will borrow §
from 1.8,

But there are ot her means of overvaluation, usirg exchange
control, With 1t, local people are forbidden to of fer their m
to foreigrers below a certain price. This is a means of raising
the prices of all export industries together, as a monop. would.
And 1t can permanently prevent them from lowering them, by
keeping intemal m@rice level up. And it must then take some
account f the margimals who drop out. If it has other employments
for the labor & cap. thus liberated, 1t will be under no
political pressure to increase exports to give employment,
and can get away with 1t. (note, incidentally, how the idea
that 1t is good to export has prevented nations from making
use of this monop. power potential. But once the export
industries are unionized, the labor can come to terms with
the industries somehow, and 1f the unemployed are cared for in
armies, relief, etc, or cut in somehow on tre monop. gains,
nation can get away with it, will do it)

Then with tariffs & euotas they can use their monopsony
position, get better terms that wey, too. After all, why
should the members of one nat ion comp=te against each other
to the benefit of other nati ons? The state will prevent it.

The state may not even know what it is doing, may not think
of it as using a monop. position. For instance, the British
think of themselves as poor mrone martyrs, and they say "If
we lower our prices we won't sell so much more, and we'll get
| fewer dollars in toto."Now nobody has an inelastic demand exc>-t
a monopolist.

You might say, why don't British industries lower mwices in Ls?
Answer: the state controls the internal price level, and wage
levels, etc.

Yet I'1l1 bet that no Britisher thinks of the countrie's
policy as that of exploitirg a monop. position. They think
of "you can't let people work for low wages", etc etc.

With the growth of socialism, this sort of thing is saddled
on the world fa sure. Every state will control its foreign
trade, and consider its monop. position.
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(Incidentally, the amount of exports, barring cavital movements,
equals t e amount of pesos spent by Mexicans abroad; the amount
of imcorts equals the same thing because that eeuals the amount
of § spent by foreigners for pesos. The higher mex. drive the
price of § with their inelastic demand, amk ztkx the more the y
export (thi s statement 1is inmdependent of wla t happens to the
$ supply); the lower fareigners drive the peso with their
inelastic demand, the less Mex import. But all this has
nothing to do with the balance.

If Mex imustries ar= not able to expand, this simrly means
that the demand for pesos will be even less elastic, sinmce the
peso 1s becoming worth less as mare is supplied and its price
falls.

As to inflation, this is certainly an inflatimary policy,
true. For previo sly some pesos that would hav gone to
forelgrers and then been spent on imports were being paid
for gold and, mresumably, destroyed -- tho I have my doubts,
and that 1s crucial. But this is the only reason it woul d be
inflationary. It is not true that the increased demnd for
exports 1s inflationary, for this demanad replaces a domestic
demand that was taken o ff when the pesos were spent for
imports. In fact, the longer circulation period of m in foreign
trade probably makes it deflatiomary. The fact that fareign
goods cost mare is inflationary in a sense. But only because
the gort is now no longer supplying some of thre foreign goods
from its own stocks by selling gold. --this only true if it
destroyed the pesos. etc.

Amd there 1s a ganeral disadvantage to Mexico because she is
no longer taking advantage of her monopolv posit ion. With exchang
control she could have cont inued to.--reducing the supply of
pesos to farelgners by directly forbidding mex to surply tlrem,
ratler than by buying trem off,



The 1increase in exports would be as valued in pesos. As valued
in § 1t would be less. In real terms, much more.

The decline of imports would be as valwd in §, and in real
terms. As valwed in pesos, imports would have irc reased
tremendously.

For in pesos, imports must eqwl exports. Amd in § also. Amd
in real termms also.

In actual mractice we need not cmsider the possibility of
inelastici ties so great as to be explosive.

What of the assertion, then, that devaluation is no solut ion
becawe of inelasticities? We will get a new eeuilibrium.
Our exports will increase 1if our demamd for foreign goods is
inelastic, decrease if it is elastic =--- save for the
equivalent of the annual out flow of gold, which will be added
to exgorts. gUf This 1s assuming a constant supply of other
m, which is wrong of cairse, One must scan whole situation
before saying .

If we were rot settingz the currency free, but devaluing
to another definite par, would ¥e be mz rumning any greater
risk? I mean, would we increase the necessary gold exports?
Only in the event that the gap were larger, and this is just
as unlikely as the explosive situation with free rates.

Elaine sesms to think it 1s necessary toincrease exports
and reduce imports, that unless the movement does this it
has failed. But at the new ratio of excharge, the same
physical balance that was before an impart balance is now
an even or an export balance. ? No, no, it would be even
more of an import balance.

The fact 1s, it doesn't matter about movements of goods.
If you import more than you export, Xkaxkx and are not losing
reserves, that means you are getting credit, that's all. That
i1s no "problem" that the import balance country need solve.
As soon as forelgn banks etc are tired of accepting more
pesos thke peso will fall a little furtlker as the demand for
peBos declires --and i1t 1is natural that after a devaluation
foreign banks would wart to huild thelr peso balances, sirce
the pr dably disgarged them completely when devaluation was
ant ici pated----and your imports will decline to eequal your
exports.,

The first thing that makes yow imports decline wken you
devalue 1s mot that you offer fewer pesos, but tho=e you do
of fer buy fewer foreign goods. And your expar ts increase
because the § foreigners of fer buy more of y w goods.

Barring capital movements, it i1s inevitable that either
your exports increase or your imports decline, or both.

Elainef's general attitude is that if this fails to happen
it is a problem that the govt. must do some thing about. I
say it Jjust shows capital movements. She also says it shows
inelasticities. I say that with 1lnelasticities your exports
would boom, for you would supply foreigners with many pesos;
and your imports would decline, for you would get fewer
dollars.--tho in terms of pesos they would not declire, tut
increase, as ment ioned before.

Thus she has created a problem where thers 1s none; and
failed to see what is a problem: that govts now know how to
use their power over exchange rates to use the mtiomal monop.
& monopsony power,
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Raising the price of something, say shoes or §, dees
not clear the mrket primarily by bringing on more shoes and
less pesos; but making the given number of pesos and shoes
excharge at a 4if ferent ratio, consuming more pesos to buy
a given number of shoes. So if we raise the price of shoes
and the same number of pesos is offered for the same number
of shoes anyway, that is demand is unitary and supply is
absolutely inelastic (a strange assymmetry in defintion)
the marke t will be cleared altho s & 4 haven't changed: same
number of each 1is offered.

Now the new price will clear the o0ld amounts. Ard if we
assume unlt demnd armd inelastic supply, these are the same as
the new amounts. This will end the matter. Exports, measured
in pesos, will be greater by the amount of the redwtionof
gold exports; imports, measured in pesos, will be sma ller, far
each peso now buys fewer §.

Now suppose slightly inelastic demnd for §, and a perversely
elastic supply of §. When we reach the price that would clear
the old amount s, we still have a surplus of pesos. This will
further raise the price of § and at the new clearing point
bring anct her surmplus of pesos. --this is just a mechanical
means of describing a fluid process. If, at each successive
clearing price (hypothetical), the surplus is smaller than
befare, it will rapidly become infinit esimal and an eeuilibrium
pri ce reached. If it becomes larger, the price of the peso
will fall to zero. As this has mt happened, it is clear that
a clearing price exists, lower than the former wice.

Such a price can exis t ¥ndamen@eznxXy despite inelasticity
of kxthxmumpyx demand, and perverse elasticity of supply, together.
But only up to a point . Presently I slmll calculate the point.

If such were indeed the case, 1t would man a tremendous
increase iIn exports and a small decline of imports. Because
foreigrers woud get many more pesos, mex get many fewer §.

Since thi s has not ha ppened, it maxzpestaxikxxx must be that
these elastici ties are not real.




V‘/l’\af' M“V”\ (o fnss M‘l(/(r'lng‘ W

s v;(lw'h' INTER ATI%N L HOUSE

; % '“""”- ] E_e‘r eley h“""”. 0nc¢ ’
'lcamw()r‘i, 4 MESSJAGE & 3,
o b ¢ qd v“"\‘”w ogho"\l‘:/""&"”““ iy .
l:__,ofzwwzqc?oﬂtmow o ondenalvaRe, {’w “'52

2T ac o ;%%Room v R o

called to see you.

o / 4%— P - Z—w—__~

< 5 < Sy L. ,/
Kﬂ'ﬂ*?»vp,_fm s S

Mg/vnﬂ’w e a/so (nvel e ?/W‘{:Th\w:l-%a //
Fegines Jﬁ ﬁ" NGy g,ﬁs ve"“r«o wmdwfﬁom/

m, whar m /. fw fzde oy A2 Informator.
H16_10M_12.48 ;-Z‘t mh# FAar ML«, 171 R ari'ne +a




ve 1 < laals | men ﬂlj"w
'Y// V%xlfnuh‘az:?m hc/‘j:
M P . |4, o Xy fﬁ""WN/Vn

‘ oy, M(WW W

1 smieg: nyu’ P orramire,
50 lgf WW"’
Mfw Ww///m W/‘u/ﬁ
We comne f,‘e"c(/7 vy e

&r’ Mc/g_

7»/" og e iy b0,
ﬁ",«, n covse MPW v le crn?

ln Ma/‘/aﬂm &Wf‘mm-
"'aIM, M: 1% gy n ﬁ»-wryvm arrte
rofe, L mu% P o R
1£a//m~‘J Ao e {MP"’" ‘G/M«p, Onm V'%g/
Sovrve oAl 13 L 8N map. bl gy,
S coam 1 mthod et WA
,‘T)\"’SWMGM ‘mh‘)"n rW’}ﬂ
RN N i
mw’“v’? YT T 2Pp & Pamaps gl
16 l) (oot - ’4‘2»«»// sprok o’
h cox,

ert'e~iy Zrmm.é.l y bsp




P.S. I'm awfully late in sending you this booklgt
— on stat. inference but maybe you'll have time

Z———, resd it before school begins.

156 S. W. Kingston
Portland 1, Oregon
August 2B, 1949

Dear Mace:

The staticnery is lovely, isn't it? Certainly
hope the scent arriwes intact. It was most thoughtful of
you to remember my birthday--I was impressed!

I'm taking advantage of my bosses absence this
morhing to write this long overdue letter. Dad is in Tacoma
for the Company's rate hearing and things are really dead.
There isn't a thing I can do on the brief until he returms.
John and 4 finished everthing except a supplement devoted
to the state of the American economy (indicating that de-
pression is not imminent and hence there is no excuse for
not raising wages on that azccount). We have that in the
rough but Dad hasn't read it yet. Meanwhile, Mable is on
vacation so I must hold the fort and find whatever I can to
keep things popping.

This has been a wonderful summer, Mace--if you have
had as mice a one, you will be as reluctant as I to returm to
I House and school. Used to think working was miserable, but
now I find there's a glorious sense of freedom about it. It's
terrifie to know you can actually go out five nights a week if
you like and not really suffer in your conscience on the followissg
ing day!

John has been a fine person to work with. Have really
learned lots of economicw talking things over with him. The
other evening he showed me how to do tracings with india ink.
It's fascinating and I'm determined to find some excuse to do
such drawings for my thesis. Already have a xmx T square and
bottle of ink --now for a drawing board and some pens!

John mentioned that you were concerned sbout having
written to me about the article. How I laughed, remembering
your worry over Bob Gray and the fact thaf you had severely
criticized a peper of his. Zx=mx As a matter of fact, I was
delighted with you nice long letter and the subsequent one.
Intended to reply promptly, but the summer has been so full of
;:ings--frdm the wonderful days working on the brief to the even
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better ones relaxing for hours at a time at the Reed pool--
that I have h.nd_a]_most no time to really sit down and quietly

reply.

Now to turn to your very stimulating comments

on my article. Hope I can reply to them to your satisfaction!
I hope that you have kept a carbon copy of your letter, for I

should like to deal with its contents step by step. Since you
have done me the complement of being very frank, may I be just
as frank with you? ‘Z_,,,,f Jonym [ weovld hawe done, /Z/f's/vs""’//no#y,‘_

ts CEIFCIZ9 hev

afnﬂ"? oThars' rh nﬂid'/n“”’ Lists competnnr

“abv(““ Flrst, a word should be said about the approprlate
approach to an economic problem such as Mexico's. The article
is not, from your point of view, originsl. The fact that you
jL’have so reacted is not herd to understsnd, for I well know your
/Amra¢{ enchant for theory. You have overlooked the fact that I em
abgmo"‘"'l" dealing with a specific fgetuel situation, from which a high

coveect™® ) ovel of abstraction is not possible. The orderly economic

theory which you enjoy and like to create is a form of abstrac-
tion which, while at very bottom resting upon fact, is really
very far removed from any specific factusl situation. In other
words, from many different situations,generalizations are drawn;
from these generalizations, more generalizations are drawn until
one has ultimately constructed a framework of theory, whose
postulates are the generalizations drawn from meny factual situa-
tions. Recognizing that these are only generalizations, theorist
have called them assumptions. Unfortunately, because they have
evolved from resl situafions, the mistake is often made that the
higher level of generalization, the "besic assumptions" are true
descriptions of reelity. Some of them may well be, but others
have 1ittle basis in what I call true reality--the specific
situation in which people find themselves.

So when applied to a factual situation, economic theory

. must be chosen with care. The facts should never be ¢_rammed
gvrf*a ;blnto a theoretical been developed
ol from quite di situations. The reason for my not

4 J'”P / developing what you would call an econocmic theory is not that

w“‘,,,,,., I considered myself too inexperienced to do so, but vecause I
%D“‘ did not believe it was my functicn to do so. My attempt was to

learn the facts of the Mexican situation as far as possible. My
sources could only be statistical data and statements--combined
of fact and opinion--by those close to the situation, students
of it and those directly involved in the politics of it. And

of couree, there were the official acts themselves to interpret.
I don't believe I took the acts or the statements at face valee--
I tried to read in them what the situastionx really was, as much
as what the authors said it was. By and large, I studied this
factual material before approaching the econcmic theory which

relates to the matter of depreciation and then I tried to use

1.9,
gy il the concepts employed by some of the theorists where those
ot r.conceps seemed to be appropriate to the factual situation

SA&AMMAJH as I sew it. In other words, using factual data when I could
it (granted 1 had to use much judgment as to what constituted
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"fact") and using concepts derived from. 2
economic theory ‘where it seemed approprlate,’
I attempted to bying order out of a chaos
of many variebles and cou"}bless problems and
‘conflicting points of view. In my view, this
requires as much "originality" as the creation
“of a broad ecomomic theory--though of & dif-
ferent sort. To you it is“criticism that I
have "adapted arguments made by others to (my)
own purposes.” To me it is the only sensible
method to employ in studying a specific fac-
tual situation.. To attempt to do what you have done in your letter
would have beenm.\./lfaf sersi'ble 1f e bﬁmi{%/}m :
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criticism your letter. ’.You have
of 6"}/“ approaghed the article with a certain theoretical framework in
L. /-'mingfidne far more appropriate to Britieh-American trade relatims ‘
in the nineteenth centure| than to Mexican-American trade relations
P"?"Mn the 20th. As a result you have been blinded to the facts of
the situation as I tried to present Them. Your letter does not
m_e_alﬁthﬁ you have been enlightened in any respect as to the
factsg. or example, in no place in your letter do you mention
the central theme of the article--khExprobksxxerxmatmd that Mexi- '
co's attempt at industrial development has created these problems
and the solution to them lies in her fiscal policy. 7rwve —/ eocrdhr
Jiscns moyr f‘fwrl, Mmma. e bane,
First, you make the statement that Mexico wants an
import balance because an import balance is en import of capital.
You are coreect in the sense that Mexico would like to continue
to import as much as possible, both industriesl equipment and
+1he consumer goods. That is what I meant by pointing out that Mexico's
n:d"“ demend for imports is ® inelastic. But this does not contradict
the statement that an objective of devaluation was to reduce the
import belance. In the first place, you are wrong in saying
KXthat an_import balance is an import of capital. This is only true
under the conditicn that the foreign exporters to Mexico are will-
Xing to build up balances of pesos. But you should have realizéd
from the article that this is a £kk foolish assumption. Mexico
is not Britain in the last centuyy and people in this country are
just not building up peso balences in Mexican banks. No. Mexico
like every other country in the world today almost always has to
pay with dollars for its imports from America. During the war
Mexico did acguire dollars from holding an export balance with
this country. But this situation is over. As you know, there
are three ways of paying for imports--with exports, with money
(gold or dollars todey) and by borrowing. You assume that the
import balance can be fimmnced by the latter way--in that sense
only would an import balance bf an import of capital. Please
see p. 7 where I indicate the extent to which Mexico has paid
for her iuport balance with gold and dollars.

S he mi‘sged AN hime, whileh vas 7har Mexico cold ner
hore am rport baflance nmless she was rch‘n/ ereoit o Fstha
coAdy r 7‘&#1)" She aoddu'r hm,-,.l no Fh’ e, (F $0lineg ,W)(.
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Secendly, I quarrel with your somment that the fact that Mexikco
may not correct its import balance through depreciation does
not consittute a problem. You add that this is only a problem
when your currency is redeemable and you are losing reserves. As
I pointed outyxikaixiRatxwmsxthmxprobkemxkkzt in the first few
pages of the article, that was the problem that produced the
crisis. The pesox was redeemable and the central bank was losing
Spjh‘b“reserves. Now,a stabilized rate is considered essential for
- orderly trade and tourist relations between Mexico and this country.
vare. VE¥y shortly after the devaluation the Bank of Mexico egain entered
the market to iron dut minor fluctuations. But permanent atebili-
KX/&)&Xzation is impossible withmwk with a continued import balance of
trade. (The peso fell further this spring to almost 9.00-~it has
been officially stabilized at 8.65& and a stabilization agreemen t

signed w1th the Us Se in J
€ # Fale o %,cf‘:ﬂy‘s as a san‘rm/'/'{ ﬂcf'

Kafkﬂ"MV”“”"‘ As for your statement that foreigners are accepting

for goods morepesos than theyx spend for Mexican goods, wel as
I pointed out above, that simply is not so. 1 feel confident ba.: o
thet there are very few American banks who have ever carried pes
balances beyond the mininum requirements.®mx You have to under-
stand, Mace, Mexicans will always accept American curfency--it
is practieelly as negotieble as their own. As for buying Mexican
securisies, would you? Mexicans themselves refuse to buy them,
as I pointed out in the article, and certainly few Americans will
do so unless they have a direct interest in the company. I under-
stand that a couple of years ago a Mexican company manasged to have
its stock listed on the N. Y. exchaenge--there was a great outecry
that at last Mexican industry had come into its wen. But I under-
stand that the event has not recurred nor is it likely to in
the near future.

In the literature of the Mexicen devaluation, the
terms depreciation and devaluation are used interchangeably.
As I understand it, depreciation refers to a decline in value
of & currency with respect to another currency whereas devaluation
connotes reduction in value, usually by an official act, of a
currency with respect to its gold content. In this case I see no
reason for not using the temms interchangeably inasmuch as the
dollar has been pegged to gold and therefore depreciating the peso
whth respect to the dollar was in effect a devaluation. In eny
case I think the important matter is to know how it was accomplished
--that is, the government did not officially devalue; it simply
withdrew from the exchange market and allowed the peso to depre-
ciate. A , | omlg rramtomed (ta5 a presibilivy. She assomes reat o -

#; horsrnd 3o P’ Uit tff%“ﬁ Heedastie e3¢ °°elpane‘é‘dﬁz i
/Wf’:’ Your next critimsn}{aga n stems from you be-
|/ lief that Mexico pays for its imports with p4§os—-that pesos aré
as good as dollars. Xenrd R (x B XAD ;
axesset=sf But they are not and.Mex1co has to pay ﬂor imports
with goods or gold or dollars.\ For the reasons discussed in thg,
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article there its.no reason to believe that
exports of goods wi tugediately expand siup#
1y becaugie pesos are cheapeT 1« v You ask
why I am sure U. S. demand for Mexican ex-
" ports is so inelastic. I'm not sure of khat.
, I pointed out that it was not possible for
“ me to meke a study of all the relevant elas-
ticities. In any case I am extremely doubt-
: ful as to the validity of applying to this
e S situation elasticity coefficients worked out
from historical data. I have suggested that, for the reasons men-
tioned, U. S. demand for meny of Mexico's raw material exports
is not likely to be highly elastic. You are right of course that
demand for sqfaf them is elastic. As you say, demand for gold
and silver, and I might add, probably petroleum and certain other
minerals, is elastic. However, just because demand for certain
exports is elastic is no guarantee that these exports will be much
increased in the near future for the rfason that Mexico msy not be
able to expand production of these commodi ties significantly. In-
dustrial equipment is much needed and the problem of obtaining it
is increased by devaluation. Moreover, domestic requirements of
many sfxkkesz commodities has increased. (For example, Mexico now
Padly needs equipment for her petroleum industry and as you know
negotiations with this country have broken down. In the 1920s
Mexico exported 80% of her oil production--today she exports only
20%, so greatly has domestic consumption expandedy- It has been
said that if Mexico could being her oil production and export back
to the peak level of 1921 whe would kamx bring in enough dollar
exbbnage to solve her present difficulties. In other words in
many respects Mexico's prohlem is one of retrogression in inter-
national trade)

In the discussions of the elasticities, Mace, all I was
really trying to say is that there are so many complicated consid-
erations k¥kxkxmx (which the economists have termed elasticities
and which sound automatic but which are not) that one camnot assume
a priori the results of devaluation. It's a warning against blind
acceptance of panaceas. Of course, after years have elapsed,
exports will be expanded (elasticity of supply is a function of
time) and a trade balance will be worked out--of necgessity if the
country is not to go bankrupt, given present conditims of foreign
investment--but then, who is to say that exchange depreciation
has accomplished it?

Of course, Mexico could let the peso drop to any level it
desired. My point was simply that Mexico could not hope to sta-
bilize the peso at the hoped-for level of about 7.00 while still
pursuing the Fort of financial policies it has followed in the
past few years. The peso has since fallen further, as I ==id
mentioned above. 8tabilization sfxamxxak requires a near bizaance
of trade and touri for Mexico cannot hope for much investment
from this country--sSave governmental loans such as those which have

thus far helped her along. In sum, a continued large import
balance must mean, ultimately, rther declines in %he péso value.
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/r;o long as bMexkco pursues a policy of deficit financing of public.
works and industrial development, won't you agree that there will
tend to be an import balance, due to the inflationary effects of

n¢ such fiscal policy and to the fact th§¥'333§<not seem to be able

to enforce trade restrictions? Even aside from the effects upon

incomes and consumption, the industrialization policy means a

tremendous demand for imports of investment goods.

Incidentally, it was in that light that 1 discussed exchange
control. I don't see how you could have assumed that I "defended"
exbhange control--I am well aware of its effects upon international
trade and the welfare of peoples in other countries. I have dealt
with it only as an alternative which might be better employed than
depreciation if Mexico is bent upon continuing her inflationary
fiscal policies, and doesn't care what x=mff effect exhﬁnage control
has upon foreign private investment.(It would probably forever
close a door which at least is open tho unused) In other words,
given the goal and without any ethical judgments regarding it,

I simply ask mysti@f, what is the best way to achieve that goal.

In the abstract, exchange control, well used,might be better then
depreciation, but I'm sure it would not be well used in Mexico.
Thexx business and political ethic of that country is far different
from ours--regulations of any sort are must ineffective.

I agree with you that it is a sad fact that nations are
selfishly concérned with the welfare ony¥y of their own people.
But it is a fact and we must recognize it and try to cope with it--
not simply try to change the fact when it is virtually an impossible
takk. (You must feel the same way about, say, monopolies. Having
studied them as much as you have, do you believe there is any hope
for wiping them out? Or is it not better to find ways of regula-
ting them for the best interest of all?)

But Mace, do you really blame Mexican governmental officials
for not thinking first of the repercussions of their actions on
the world? So long as presperous people in this country have
1ljttle_regard for thekx welfare of their neighbors, you can hardly
&e people which, from our standards, is starving, to be con-
derned emby with EXc#fPes. To me the really tragic situation is
the lack of concern which well-to-do Mexicans themselves have for
the plight of their underprivileged. I do not believe you can
conceive of the contempt which wealthy Mexicans hold for their
own indigent. The depth of that contempt is very evident to those
who have lived in the country. This lack of concern for their
own people and community, "local pride", along with an income dis-
tribugion carried over from feudal Mexico of 30 years ago, has
affected Mexican investment habits. As I tried to point out, the
preference of moneyed Mexicans for investing abdpad, in real es-
tate and in luxuries is one of the fundamental reasoms for the
present situation. Practically everything has to be done by the

overnment, which is then roundly abusedzx b i
f% recogniie sociological facts gﬁch as theseyigrggﬁﬁgggéagegég%ns.

of scholarship as the proper use of economtc "theory.n



I think this touches all your points--and

leaves you lots of room to challenge me.

This could go on forever, but as you say,

~ we really should have a chat. I do appre-

~ ciate your writing at so great length and
hope this lengthy answer doesn't weary you.
It has been lots of fuxn to try to answer
yourguestion and remarks--asnd most of all,
to _try to analyze the philosophy underlying

~.—2—" them. Writing to you brings I House and Cal pretty close all

of a sudden, almost as close as having lunch with Bobby McClung

the other day. That gal knows all about everyone in the huuse--

but less about you than I knew. That pleased me no end so I

told her impressively that you were writing a couple of articles

at your retreat in the Vermont woods. She became quite lyrical

over it so you may have an exuberant post card from her.

Must close now--think of the stationery I've consumed!
Thank yoy again for meking ite such pretty stationery. See
you in sbout three weeks.

Yours,
Z/Mo‘_’

P. S. Thank you for the reference on the Mormon book--haven't
looked it up yet but hope to one of these nonon hours. I'm
using them all for shapping while Wili still has her jub
at Meier & Franks. She gets a 15% discount on her purchases!
She has been working in the millinery and hates people! How-
ever tomorrow is the last day mm@ of the college style show
in which she appears (as she Reed college member of the College
Board!) and then it's 21l over. I can't $ell you how much
fun it has been to watch Wili clerk--she is so efficient and
so, sweet to the customers though you can feel her sizzling

rneath.
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CALIFORNIA AND

Mission
‘pak combine

to send you
rare and
delicious
fruit

which brings joy and appreciation to
the recipient, and a deep sense of satis-
faction to the sender.

We know you will enjoy this Mis-
sion Pak because every item in it is the
selection of experts whose standards of
quality are rigid and unimpeachable.

AVOCADOS This delightful fruit
first became known in 1519. Later
it was widely cultivated in tropical
America but it was not until 1900
that the Avocado gained real atten-
tion in the United States.

It was around 1910 that Califor-
nia began giving the Avocado its

true distinction and now Mission
Pak presents this delicious delicacy
in its finest form to garnish a cool-
ing salad or to serve on the half
shell and in a wide variety of ways.
ORANGES The romantic history of
this immensely popular fruit dates
back to the 12th century. It was
about 1565 that Span-
ish Colonists intro-
duced oranges in the 3]
United States. Then in
1769 with the found-
ing of the first of the Franciscan
Missions, by Father Junipero Serra,
at San Diego, the growth and de-
velopment of this healthful fruit
was started. Today California oran-
ges must measure up to strict state
standards. The vitamin C content
averages 54 mg. per 100 gr. of juice.
FIGS are the oldest known fruit still
grown. Fossils have been found in
rock strata laid down 25 million
years ago in Asia, the
Orient and even the
Arctic.

Figs nourished man
from earliest recorded

Histonies of fossts . wxm.h({,mlmz«v

history. They were regarded as a
“Brain Food” that fostered thinking
power. Plato depended on them
during the years of his great teach-
ings. They fed Caesar’s armies.
And today, the sweet, soft-seed
varieties grown only in California
are still a favorite fruit—abundant
in natural sugars for quick energy
and rich in vitamins and minerals
essential for good health.
DATES The date palm is probably
the oldest cultivated tree known to
humanity. Directions for its culture
are recorded on sun-
baked bricks made
over 5,000 years ago.
It is believed that
California’s first date
palms were planted by the Mission
Fathers. The choicest of all dates is
known as the Deglet Noor or “Date
of Life.” Like all ether fruits includ-
ed in Mission Pak Gifts from Calif-
ornia, only the finest are selected.

The Romance of MISSION PAKS



OUR POLICY: We dessre to so condsuct

owr affasrs thast all who deal with us wsll
fesl . ..

PATISFIED wsth
their, purchase; will be pleased wisth our
methods and retasn a feeling of friendls-
ness for us; will trade with us repeatedly
and will be pleased to express thesr satis-
factson to others.

MISSION PAK

T

Perhaps you would like to know more
about this Mission Pak which you have
just received, and other Mission Paks
which have gained such wide renown
for their beauty and good taste. There is
romance and charm, abundant delicious-
ness, and profound dignity in every pak.

We will be pleased to have our new
booklet unfold its colorful pages that
you might know of the other members
of the Mission Pak gift family.

Just Send Y our Name and Address to

MISSION PAK
125 E. 33RD ST.
LOS ANGELES 11, CALIF.
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‘THE

ROMANCE
OF
Mission

FROM CALIFORNIA

CALIFORNIA...

is famous for its sunshine, luscious
fruits, and delicious nuts. Mission Pak
cannot send the sunshine but Califor-
nia's beneficent orchards and fertile
soils combined with the distinctive
treatment we give each Mission Pak
has resulted in delivering, over a period
of 35 years, a kind of gift package
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Eleven Coming

Peter F. Drucker

Issues 1n Politics

Ameriwca’s next twenty years, part 1w

While both parties are still squabbling over
the battles of the last generation, a

new set of issues is emerging. . ..

They probably will fix the shape of

American politics for the next two decades.

THE PAST twelve months should long
be remembered as a watershed in American
politics. This was the year, as the 1954 elec-
tion showed, in which the New Deal finally
passed into history—codified, consolidated, and
accepted. It was also the year in which the eco-
nomic and social problems which will dominate
the next two decades first took shape. Their
appearance was foreshadowed by President
Eisenhower’s State of the Union message of last
January and by the many Presidential proposals
on major policies—transportation, water use,
medical care, tariff policy, and so on—which
followed during winter and spring, a steady
stream of legislative requests unprecedented since
Franklin D. Roosevelt’s “First Hundred Days.”
The lack of surprise which greeted these pro-
posals—almost all of which would have seemed
revolutionary a few years ago—showed that we
were indeed entering a New Era of public policy.

The preceding three installments in this series
have addressed themselves mainly to the demands
the future will make on the management of

business, on union leadership, and on higher
education. This concluding article is concerned
with the political meaning of these develop-
ments. Again, as in the series so far, the theme
will be “the future that has already happened.”

The starting point of this analysis, and its
central fact, is, of course, the growth of our
population and the changes in its structure.
Equally important is its shift in geographic dis-
tribution. Twenty years ago, when it was com-
monly believed that America’s population had
ceased to grow, it was also widely held that our
people had lost their traditional mobility. “The
days of the frontier are forever gone,” and so on.
The past ten or fifteen years have proved this
false. The largest migration in our history began
during World War II; and it has continued ever
since with undiminished momentum.

This is a migration both of people and of
industry. Three areas in particular have grown
as fast as any on this Continent ever did in the
past: the Far West, the Southwest, and—just
north of the border but intimately linked with
the United States—Southern Ontario. To be sure,
the spectacular growth of California—from fifth
in size of population in 1940 to second in size in
1950—shows signs of slowing down. But even
so, California will be the most populous state by
1965, if not by 1960. And Texas, New Mexico,
Nevada, Oregon, and Florida are now growing
at boom speed. Just across the border, southern
Ontario since the end of the war has become one



THE LITTLE

In the vague, rustling emptiness with every
bush watching her and maybe concealing some-
thing, she had nothing to grip on to, nothing but
the thought of the little children she had come
to teach and to know. Sunday after Sunday she
had found them waiting for her. Surely they had
grown to love her in their own way and no harm
would come to her among them. It had been a
foolish and mad thing to run away from the
Native leader, for she had thus accepted his
charge of wrong, of untruth and twisting. And
in one minute of fear she had lost the children
and undone the work and the first mission of her
young life. How could she explain it? If she
were to set right her mistake she must go back
and face the black people, whatever the conse-
quences, whatever the danger and threat to her
life itself. There was no other way.

“O Lord God, help me,” she prayed.

HE WAY back was easy to find. She sim-

ply turned and followed the path, going
neither to right nor left. But at each step, at
each sound from the bush, her courage sagged.
Then, after what seemed a long time, she heard
a murmur of human voices somewhere ahead,
and she had to stop to let her heart slow down.
‘The voices became louder as she continued.

At last she reached the edge of the clearing
near the woodseller’s fenced-in yard and peered
out from among the foliage. Where she had
taken her Sunday school class, under the same
sheltering tree, the secretary was holding a meet-
ing. He spoke slowly and expressively in a
language she did not understand and hundreds
of people in the yard responded to him with
rumbling voices or with a sigh. They had their
backs to her. The Native leader had turned her
cowardly running away into a success for himself.
On the edge of the crowd were the children, her
children. They were not listening but seemed
drawn by the stir and passion among their
elders.

Slowly she walked out across the sand into the
full sunlight. They noticed her at once. A mur-
mur came from them and hundreds of dark faces
turned toward her. The secretary stopped in the
middle of his speech. Some of the children
started talking excitedly but their elders hushed
them.

She came near the children and opened her
mouth but her throat was dry and no sound
emerged.

Again she tried and said huskily, “Children,

MISSIONARY 51

I have one more thing to say and one hymn to
sing with you before I go today. . . .”

She did not know how to continue and there
was a silence.

Then she said, “Will you listen to me, my
children?”

A small boy hiding behind a companion piped
up, “No!” A faint rustle like a deep breath rose
from the crowd.

“Gracie, will you listen to me?” Angelina
appealed.

The people had their backs to her . . .

A little black girl with her crimpy hair done
in a dozen plaits said softly, “Ja, my nonnatjie.”

“No!” shouted another shrill voice.

Then one of the children picked up a wood
chip and tossed it at the white girl. It grazed
her sunburnt leg and left a slight scratch and a
bead of blood. Another chip followed and
another until in a moment they were all pelting
her as hard as they could, laughing and jeering
at her. Some chips hit her and some flew past.
They did not hurt her; she could not feel them.
But the wound they made was deep in her breast.
She stood there in the sunlight and bowed her
head and began to cry.

Benjamin Segode rushed from his place at the
tree and stopped the children throwing wood
chips. “Hai!” he hissed at them furiously. “What
is this—are you hooligans?”

The children shrank back among the people
and the whole crowd fell quite silent. Some
watched and some turned away their eyes while
the white girl stood there and cried, shaken with
long choking sobs, and the tears ran down her
small face and dropped in the hot sand.
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of the major industrial areas of the world; and
the opening of the St. Lawrence Seaway should
bring another tremendous expansion to Canada’s
industrial center.

The new migration is an urban one. Cali-
fornia is already one of the most highly urbanized
states in the Union; and southern Ontario is
hardly less urban, despite all attempts by the
Canadian government to direct into farming the
“New Canadians” from Europe. Internal migra-
tion from the farm to the city is also changing
the character of the Old South. Fifteen years
ago the states that once formed the Confederacy
were predominantly agricultural; only one out
of every four people employed held a non-farm
job. Today half the Southern population makes
its living away from the farm. And, significantly,
the Southern Negro seems to have become urban-
ized even faster than the Southern white.

Already, in other words, the Americans are a
metropolitan people. Almost two-thirds of us
live and work in the one hundred amd sixty-
eight areas the Census recognizes as metropoli-
tan. The country can in fact be best envisaged
as a galaxy of urban solar systems. And while,
within itself, every one of the metropolitan sys-
tems tends to decentralize—as people move to
the suburbs—the counfry as a whole tends
steadily to centralize. It is the push of people
toward the metropolis that causes it to expand
into the semi-urban countryside.

The basic issues of domestic policy in the next
twenty years will therefore be those of a densely
populated, industrial country in which the metro-
politan area is the basic unit. There will no
longer be major regional differences in basic
population patterns. Even in Colorado, Utah,
and Arizona, well over half the population is
already metropolitan. Above all, the basic dif-
ference between the agrarian South and the
industrial or commercial North—which has
shaped so much of American history and culture
—will tend to disappear. Concretely, eleven
issues will be in the foreground—all difficult, all
controversial, all requiring broad national as
well as local or regional resolution.

/ NEW ISSUE: WATER

HE GEOGRAPHY textbooks have it
that the United States is favored above all
nations with natural resources. It is certainly
true that our food-producing capacity is so
great that we will be able to feed even the

very much larger population of 1975 out of
domestic resources—and at a higher standard of
nutrition. And while, twenty years hence, the
United States will be a net importer of most
industrial raw materials on a gigantic scale, it
will still produce a much larger share of its basic
needs than other Western countries. But there
is one natural resource in which the United
States, compared to Western Europe, has always
been badly supplied. It is a basic one: water.
Not only is rainfall over large parts of the coun-
try deficient, and abundant rainfall limited to
small areas in the northwest and southeast; but
because of geography, geology, or soil structure
far too much of the rainfall we get seems to be
lost in run-off rather than stored up in the sub-
terranean water table for future use.

During the past fifteen years the signs have
multiplied that we are living off our water capital
—running the risk of repeating with our water
resources the orgy of destruction we indulged in
with our soil. Water tables, once depleted, are
even more difficult to restore than eroded and
depleted soil. Yet we continuously pour new
population and new industries into areas of
marginal water supply, inviting disasters that
we should have experience enough to forestall.

During the next twenty years the need for
water will sharply increase—partly because of
population growth, but mainly because the new
and growing industries typically need water at
an ever-increasing rate. A mad scramble for
water resources among metropolitan areas, states,
and regions is already going full tilt—between
New York and Philadelphia in the East, for
example; between California, Oregon, Nevada,
Arizona, New Mexico, and Colorado in the West.
There will be so many of these fights for a larger
share of an inadequate water supply—and they
will be so bitter—that federal water allocation is
certain to be demanded and heatedly discussed.

The conservation of water will be a more novel
—and certainly a hotter—political issue. Twenty
years hence, in many parts of the United States,
the users of water (especially industrial ones)
will have to re-use it and to return it, cleaned
and cooled, to the underground water table—
an expensive process. State laws or local ordi-
nances on water conservation should therefore
be the hottest of political hot potatoes nearly
everywhere in the country from now on.

The same will apply to conservation of all
kinds: soil and forests; grazing lands and
petroleum; clean, unpolluted air and clean, un-
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polluted water; scenic beauty and open spaces—
all will be more desirable, more expensive, and
more difficult to secure—and hence they will be-
come even more prominent as political issues for
national and local governments alike.

POWER, TRANSPORTATION,
AND HOUSING

HE POPULATION pattern will also

push into the foreground our national
policies on all three of these basic facilities:
power, transportation, and housing.

Our power needs will grow even faster than
our water needs. Broadly speaking, technology is
now moving from the age of mechanical industry
into that of chemicals (where, for instance, atomic
energy belongs). Electric power is the basic raw
material of most chemical industries; and our
present power supply, despite the tremendous
building of new stations in the past ten years, 1S
already inadequate. Not only will need con-
tinue to grow faster than supply, but most of the
accessible sources of water-generated power have
been used up. From now on we will have to
depend increasingly on thermal generation.

Already this issue has arisen over the large
governmental power systems like TVA or Bonne-
ville. They can only keep up with demand if
they add thermal generating facilities. And,
whether they do this by building their own gen-
erating stations or by going into “partnership”
with private companies, they are bound to arouse
antagonism and debate. That much, at least, the
Dixon-Yates contract can be said to prove.

At the same time, however, as atomic power
reactors are being developed, the basic tech-
nology of thermal power generation is changing.
This will raise an even touchier political issue.
The Atomic Energy Act of 1954, a major land-
mark in the relationship of government to
private business, decided for the private develop-
ment of the new resource. It did so, however,
not merely by applying to atomic power the tra-
ditional and uniquely American principle of
close regulation of private industry by public
authority. It also—for the first time—established
“partnership” between public bodies and private
industry—and inevitably so, since atomic power
cannot be wholly divorced from atomic-war ma-
terial. Even if the 1954 act were a clearer and
less ambiguous document than it is, these twin
features (regulation and partnership) would by
themselves insure that the status of the power
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industry in relation to government will for years
remain a source of contention.

Transportation needs, too, are fast outgrowing
their facilities—the present state of our highways
is only the most glaring result of an outmoded
transportation policy. Railroad regulation still
assumes a transportation monopoly of the rail-
roads, for instance, where the actual conditions
of monopoly have long since disappeared. And
there is no co-ordination of policy—even less,
of regulating agencies—between rail, highway,
and airway transportation. It has been obvious
since the mid-thirties that the creation of a
unified Department of Transportation at cabinet
level would make good sense. Even more neces-
sary—and more controversial—are national pro-
grams for building and maintaining a transport
system adequate to our population and industry.

Finally, housing will be a major political issue
—nationally as well as locally. We are at present
building in the new industrial areas some of the
worst slums this country has ever seen—in and
around Los Angeles, for example, and in the new
industrial cities of the South. These new slums
are expensive, but the fact that a tar-paper shack
costs $14,000 does not make it any less of a shack.

The housing need, moreover, will grow
mightily before it lessens. As every suburban
home owner knows, we live today off the housing
inheritance of our grandparents. Few middle-
class families could afford to build the kind of
house they are now able to live in, thanks to
the lower building costs of thirty years ago. But
these houses are rapidly deteriorating. Within
the next twenty years most of them will have to
be replaced. Together, these older houses consti-
tute the bulk of our available, and practically
all our good, housing. But they are rarely to be
found, unfortunately, in the areas of maximum
population growth, where we will need large
numbers of new houses. These had better be
reasonably decent, reasonably cheap, and reason-
ably well-built houses—and we will want to get
them without state or federal entry, except for
slum-clearance, into the housing business.

PRESSURE ON THE SCHOOLS

ANOTHER area of constant concern, at
all levels of government, will be education.
Today we are at least seventy-five thousand
classrooms short of the minimum needs of our
children in primary and secondary school. This
means that a million and a half children cannot
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be properly educated—half of them are on double
or triple sessions; half go to school in temporary
barracks, unused garages, or church basements.
Of the school buildings now in existence, one-
fifth are fire traps long past their maximum life
span.

We are building fifty thousand new classrooms
a year, but that is less than we need to take care
of the yearly growth in school population. The
deficit is not being reduced; it grows by ten or
twenty thousand classrooms a year. And in the
mid-sixties, barely ten years away, another huge
increase in school population will overtake us.

THE COLLEGE situation is even more
desperate. In this country today there are col-
leges with five times the enrollment for which
their plants were originally built. And yet,
within the next twenty years, enrollment may
increase three- or four-fold. Again, we are doing
nothing to anticipate the future; we are not even
keeping pace with the past. Within the next ten
years we will need more new college plants than
we built in the three hundred years since the
founding of Harvard. We should build college
facilities for an additional five hundred thousand
students a year for at least the next ten years.
Instead, we are building for about fifty to a
hundred thousand more each year.

I have space only to mention, with a kind of
horrified fascination, the further question of
teachers. We will need more—many, many more
—on all levels: kindergarten, elementary school,
junior and senior high school, undergraduate
and graduate colleges. Yet, instead of training
more teachers, we are training fewer than we did
fifteen or twenty years ago.

We seem to have accepted the thesis that every
young American with the capacity for college
education should be able to have it. But who is
going to pay for this, and in what form? How
can we maintain the freedom of the colleges if
government foots the bill?

Nor will the question be confined to money.
Educational policy and curriculum—especially in
the colleges—promise to become hot issues. At
present there is little left of the fervent interest
in education that characterized the thirties; but
now is the very moment when the pressure of
numbers on the colleges should force them into
experiments with new methods, new subjects,
and new educational policies. The more going
to college becomes the normal thing for the
young American to do, moreover, the more cru-

cial becomes the question of harmonizing aca-
demic freedom with education for citizenship—
a problem by no means as easy to solve as it
appears to either liberal or reactionary.

DECLINE OF THE UNIONS ?

D URING the next two decades we will
also have to decide how to make medical
and hospital care available to everyone. Al-
ready we have begun to tackle this problem
through voluntary community co-operation; Blue
Cross and Blue Shield are the obvious examples.
We have yet to extend this system to the self-
employed, the farmers, the very poor, and the
aged. Above all, we have to extend it to cover
“major medical expenses” or “catastrophic ill-
ness” expenses—the most serious medical costs for
all but the very rich. The proposal of the Eisen-
hower Administration to re-insure “catastrophic
illness” insurance by co-operatives and private
companies—and thus make it available to those
who cannot be covered today—is thus a major
step in the right direction.

There is also the question of providing for
medical education. We do not even train enough
doctors today to take care of an expanding popu-
lation at our present standard. Any extension of
medical-cost insurance, to make adequate medical
care more easily available, would create a real
doctor shortage. Yet, medical education is so
expensive that it puts medical-school expansion
beyond the reach of even the few rich universities.
A good case can be made out for considering the
cost of medical education as a long-term capital
investment, which the doctor’s higher earning
power should enable him to repay over the years.
Even such self-financing of medical education,
however, might require some form of public re-
insurance of the risk; and though the amounts
would be fairly small, they are not going to be
easy to find.

Nor are the next twenty years likely to be
years of industrial peace. On the contrary, all
signs point to labor ferment: the rapid rise of
total population without an accompanying rise
of working population; the major technological
shifts which will change large numbers of jobs
from unskilled work to highly skilled; the result-
ing need for radical change in concepts of
seniority and training; and the rapid growth of
industry in sparsely unionized areas. Unrest may
not arise merely between management and labor
but fully as much, perhaps even more, between
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labor and the public, and within labor itself.

There is today a large area of agreement on the
rights and limitations of trade unions throughout
the country—far larger than the shrill battle cries
of small minorities on either side would lead
you to suspect. But there are four unresolved
issues—each a basic one. There is the strike that
imperils national welfare. There is the conflict
between union security and the “right to work.”
There are the union restrictions of access to a
craft. And finally there is the fight over the
unionization of employees who are not industrial
workers—salaried employees, clerks, engineers,
and so on. Since the work population will before
long be dominated by white-collar employees,
their acceptance or rejection of unionization will
determine whether the labor union will continue
to be a power in industrial society, or become
just another pressure group—and a rather insu-
lated and rapidly aging one, at that.

DEMAND FOR EQUALITY

‘x } E CAN expect the status of the Negro

minority, during the next two decades,
to change fairly drastically. Twenty years
hence, the rapid industrialization the
South—combined with the continuous emigra-
tion of Negroes from the South—should mean
that the traditional Southern pattern of rural
and small-town segregation, except for a few iso-
lated areas, will be a thing of the past. Instead,
the problems of race relations will be those of
industrial centers, and especially of northern in-
dustrial centers.

Within the next twenty years, we can also
expect the Negro’s fight for equal opportunity
and fair treatment to shift from a demand for
equal employment opportunities to a demand for
equal opportunities for advancement. While this
would represent a tremendous achievement—
_nothing less than the attainment of economic
equality for the American Negro—it would also
encounter more resistance. Certainly a national
policy, focused on the steady and courageous pur-
suit of Negro equality—and based upon a firm
insistence on the Negroes' civil and economic
rights—will be badly needed during this period.

The economic forces which determine the em-
ployment of older workers—that is, over sixty-five
—will pull in the opposite direction. Wherever
industry shifts to Automation, they will be
under pressure to get out. This is not only the
easiest way to take care of reductions in employ-
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ment, it will be more “efficient””; the old worker
will have the greatest difficulty in “re-learning”
and acquiring new skills. But elsewhere, in the
absence of Automation, the shortage of labor will
tend to force business to employ old people as
long as they are able and willing to work. We
will see pressure, therefore, toward better pro-
visions and legislation to prevent ‘“‘discrimina-
tion” against the older worker. Since the older
people will steadily grow in numbers and pro-
portion—at least 12 if not 15 per cent of the
population will be over sixty-five by 1975—they
may well achieve highly organized and powerful
pressure. It would certainly be no more than
prudent for both management and union leaders
to prepare immediately to determine which of
the older people are capable of work, how to
place them in jobs they can carry, and how to
treat them with respect to lay-offs and promotion.
In several states, unions are already clamoring
for a “Fair Employment Practices Act” to forbid
discrimination in both hiring and retirement on
grounds of age.

NEWIDEAS ABOUT MONEY

HESE are certainly not going to be years
of low government spending—even if arma-
ments expenditures, God willing, should be-
come less necessary. There will be no “wither-
ing-away of the state,” whether Republicans or
Democrats control the federal and state govern-
ments. Yet our notions of fiscal policy are still
based largely on the assumption that high ex-
penditure belongs only in an “emergency.” How,
therefore, are we to combine the needs of the
government for large revenue with the needs of
an expanding economy for investment capital?
Perhaps we may even have to give up the oldest
principle of business taxation: the legal distinc-
tion between income on fixed capital—which is
considered a “‘cost,” and thus deductible from
business profits—and the income on venture
capital, which is “profit” and taxed. For under
the present high corporation tax rates one dollar
paid out in interest costs a company only fifty
cents, while a dollar dividend to the stockholder
actually costs it two dollars. The result of this
four-fold is an increased de-
pendence on fixed capital, a decreasing sup-
ply of venture capital and a decreasing revenue
therefrom—that both economic and fiscal
decay.
Another unresolved conflict in fiscal policy lies

disproportion
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state government. A metropolitan people cut
across the boundary lines of cities, counties, and
states. The truly admirable system of parkways
built by New Jersey, for instance, has only
added to the traffic problems of New York, Penn-
sylvania, and Maryland. The best planning New
Jersey can do has been largely nullified, in turn,
by the lack of co-ordination with neighboring
states. Similarly, Westchester County shows that
schools can no longer be planned within the
historical unit of the school district. One of the
few communities in Westchester that planned
ahead for tomorrow’s school needs is Pleasant-
, ville. But the main effect of Pleasantville’s fore-
sight has been an influx of people from the
surrounding towns, which has quickly rendered
Pleasantville’s careful plans inadequate.

Local and state governments, our oldest civic
institutions, have remained basically unchanged
snce the Northwest Ordnance of 1787. But some-

{ how we are éc;ing to have to invent and develop
new ones that cut «©ross existing jurisdictions.
Leonard D. White of the University of Chicage
has recently shown (in h's three books The Fed-
eralists, The Jeffersonian a7 e Judksonrans)
how important the administrative foundations
laid in the eariy years of the Republic were for
the survival and growth of the United States, and
how much courage and imagination went into
their design. The creati = skill required to build
the regional institutions i/ eded now will hardly
be of a lesser order.

OUR GEOGRAPHIC ideas also need
revision in the matter of atomic dispersal—a
subject that has occasioned more confused talk
than action. We now know, at last, that the
largest theoretically possible bomb is limited
both in its area of immediate danger and of total
destruction. We know, too, that there is no “de-
fense” against atomic attack; there is only early
warning—and even this is problematical with
guided intercontinental missiles. Finally we know
—though it is highly secret information—what are
the critical products and processes on which our
ability to maintain an industrial economy really
depends.

We know what we need to know, in other
words, to escape paralysis from the first all-out
attack. It should be emphasized that dispersal
is not “defense.” It is only a safeguard against
being knocked out in the first round. And it is
not something we have actually done. In fact
we may be more vulnerable today than we were
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ten years ago. Forty per cent of the American
population and 56 per cent of all manufacturing
are concentrated in forty metropolitan areas.
The remaining 120 sizable cities contain only
16 per cent of the population and 19 per
cent of the manufacturing facilities. In other
words, we are so highly concentrated as to invite
attack. If we had a national dispersal policy, we
could use the internal migration of population
and industry (which goes on anyway) to change
this pattern fairly rapidly and with a minimum
of cost and dislocation. If we had only had such
a policy during the past ten years we might by
now be in a position to survive even a massive
attack. The next ten years offer an equal oppor-
tunity. But we will have to do more about
dispersal than we have done so far—which is
chiefly to discuss it.

A HAVE-NOT COUNTRY

N INTERNATION AL economics Amer-
Iica has almost adjusted to the unfamiliax xolie
of richesu nation. Druing the. Jast ten years
we have successfully made the shift from debt-
or to creditor policies. But now we have to
make an even greater one—from having enjoyed
in all our history a raw-materials surplus, we will
come to the new experience of a raw-materials
shortage, becoming for the first time a “have-not”
nation. The much-publicized “dollar gap,” the
chronic and apparently incurable shortage of
dollars in the outside world, may well be re-
pla ced by a shortage of foreign currency in Amer-
ican hands-ég-cover the purchases we want to
make abroad. This, at least, was the opinion of
the Paley Commission, which President Truman
appointed five years ago to study United States
raw-materials requirements. .

The American economy and the world econ-
omy will in any event become more inter-
dependent than they are today. “When America
sneezes, the world catches pneumonia.” The past
two years proved this European saying of the
1940s to be false; Europe experienced its biggest
boom while America went through the recession
of 1953-54. Yet it will certainly be true that the
outside world’s economic health will increasingly
depend on America’s purchases of raw materials.
And America’s economic health will increasingly
depend on our ability to export enough manu-
factured goods to pay for our import needs.

Two conclusions follow that at first sight may
appear both paradoxical and mutually exclusive.
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between the realities of modern governmental
life, which require planned long-term capital
expenditures, and the constitutional require-
ment that Congress appropriate money on an
annual basis. That any one Congress cannot
commit a future Congress is sound doctrine.
But much of the expenditure of modern govern-
ment is meaningless unless it is considered in
long-range terms. Actually, by refusing to accept
the reality of a “capital budget,” Congress may
well be sacrificing its control over its expendi-
tures. But how such problems as these should
be resolved, let alone how they can be resolved,
we are clearly not going to know for some time
to come.

FOOTNOTE ON INFLATION
O N ONE issue of fiscal policy, public

opinion rather than government action
may make the greatest difference. That is infla-
tion.

Pubiic gpinion in economic matters is still
deeply influenceu by tlhe dgpression psycirology,
it sees in unemployment the major threat and
in full employment the earthly paradise. As a
result, we have created defenses in depth against
the last depression. We are committed to imme-
diate governmental action the moment there is
significant unemployment. And we have such a
tremendous backlog of public works—not to men-
tion armaments—that we could immediately
mobilize the entire economy should the real
threat of unemployment appear.

But the next depression is most unlikely to
be an unemployment-depressior;. One of our
greatest economists, the Yite Joseph Schumpeter
of Harvard, points{ out in his last paper—read
to the Arperican Economic Association in Decem-
ber 7 949, only a few days before his death—that
it is inflation rather than unemployment that
destroys stability in the twentieth century.
Schumpeter based his pessimistic appraisal of
America’s chances to survive as a free society on
his belief that American public opinion did not
understand the danger of inflation, and would
not permit adequate safeguards against it.

Inflation is not only an impersonal and general
danger to society—the breeder of class hatred and
the destroyer of the middle class. In an economy
where the great mass of people have become long-
term creditors (through their insurance and pen-
sion holdings) and where as much as half of the
employed population is on fixed salaries which
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do not readily adjust to changes in money values,
inflation may cause more individual suffering
than even widespread unemployment. This
statement—obvious to any German, Frenchman,
Italian, or Austrian (not to mention the people
behind the Iron Curtain)—is still totally incom-
prehensible to most Americans. While we will
not—and should not—forget the danger of an
unemployment-depression, we will have to learn
that it is a major duty of government in our
economy to safeguard monetary stability. And
this requires, above all, a vigilant public opinion.

Whatever policies we adopt in these eleven
basic policy areas, their total impact on our
national life will be enormous—greater even than
that of the New Deal. Certainly—and deservedly
—we will debate each one of them, will disagree
about them, will engage in bitter partisan fights.
But it is very doubtful, to say the least, whether
the answers adequate to our needs can be d=
veloped entirely through the give and take of
political battle. What we should have are funda-
mental state papers on th: economic and social
policies of an industrial jociety—papers compara-
ble, perhaps, to Jeft.sr’s “Notes on the State of
Virginia,” Hamilton’s “Report on Manufac-
turers,” Henry Clay’s “American System,” or
John Wesley Powell’s papers 0.1 the management
of the Western lands. President Truman made a
start in this task by apr ‘ating Commissions on
Water Policy and on' (aw Material Resources.
The present Administration has tackled the job
of highway modernization, of government re-
insurance against catastrophic illness, and of a
national transportation policy. But these are
only beginnings.

REDRAWING THE MAP

HE FEDERAL government is the
proper agency to develop broad policies in
most of these eleven areas. But the federal gov-
ernment simply cannot do the detailed job
in any one of them. Much of the actual work
will have to be done by local governments—
municipal, state, regional. In most areas it will
have to be done in close co-operation with private
industry. It will have to take account of local or
regional needs and circumstances, and the ad-
ministration will have to be local. Yet existing
local and state governments are patently unequal
to the task.
The national population no longer corresponds
to the traditional distinctions between local and
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In deciding what to write next, first consider what are my motives?

<2£{/h0' . To establish self professionally.
. fis:f- 2. To promote certain policies, esp. of course 1lvt.
ﬂ% : . To promote understanding of and faith in process of thinking.
. To make money directly from what I write. I.e. est. self
professionally not merely academically, but as good popular writer.
5. To make economics and social problems seem interesting to
| large numbers of people. Fascinating I should say, entrancing.
| No boredom.

6. To develop myself as interesting person, and :ain reputation
for being interesting, thus attract interesting companions, overcome
the terrible loneliness of ny present position.

7. To do something I can finish quickly, because main energy
will be devoited to finishin: thesis, other will be side issue.

8. Something peculiar to Califormnia or west, use unique
research facilities tnere available.

9. Something that can draw on what I've already done in thesis.

10. Something timely. Also placely -- certain regions have more
literate populations, and are of greater interest to people out side
them, hence make better material.

11. Try to balance, do some academic stuff, some popular stuff.
For coming year, thesis is the academic stuff. JWrite popular other
stuff.

10. To be timely, on academic stuff, scan literature first, take ;
up with currently popular themes

11. Work with key faculty members at Cal., thus get in. Gordon
a good bet. This would suggest something on cycles. Write something
on land speculation % business cycles, under nis direction, if
he shows any interest. Bul. recall that he hasn't, altho I sent
him stuff.

12. Get outside narrow theoretical groove. Interview key people,
run around town a bit, see other sides of 1life, et other viewpoints.
Thus make self more interesting writer, person. One can waste away
in theoretical concepts, forget humanity, & forget to look at the
world.
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ADDENDUM

Publie collnction'or land rent, as well @a agssuring
& supply of complementary sites and natural n;ouroca to
labor and investors, could be the basis of reconciliation
between socialism and free enterprise. It would, first of
all, make free enterprise less subject to the eriticisms
levelled against today's travesty of it, that it fails to
provide equal ohportunitiol and full employment and that it
allows monopoly restrictions and unearned incomes. Seconde
ly, it amounts to the socialization of land rent, something
con;patible with socialist dogma, The control of land is
left in private hands, but the rent of land is made comnon
property. Those socialists primarily interested in collect=
ivism, and those oapitaliit- primarily interested in mone
opoly, the scourges and parasites of their respective ways
of life, would have little use for land value taxation.
Those noc}al_h ts primarily into;:o:tcd in full cmpl‘omont,

AP 3 gl . < e oy

will find land value taxation a common ground on which the

political erisis of our century can be resolved.
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Ve p 56:° "I wish to abate the pwr of the ememye=in
aristocrdcy in their strongholds. Our enemy is as subtle

' as powerfu & ear some of us have not duly weighed the
S I ful, 1% f us have n July g %l
v. 2 difficulties of our task. The arisbocracy are afraid of nothing
but systematic org & step-by-step progress. They know that the

only advantage we of bne stirring class have over them is in |
habits of persevering labor. They fear nothing but the applic-
ation of these qualities to the business of political agitation.
essopublic mtgs ... which do not Tend ToO systcmatic WOTK ...
will be viewed by the arigtocracy with kl® complacency

as the harmless blowing off of the steam."™ —————

p57-8: "We have the labor of fHercules in hand to abate the

power of the uertocrac\ & Gl 14

the snobs of the townse.
I _have faitl n/mothing but)slow & heavy toll, & I shall lose all
hope if we .cannot ... encomr&go every effort that oi 1s at
curtailing the power privileges of the commion enemy."
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A city is a ¥4 great cooperative enterprise, made possible by
the cooperation made possible by the Frdafzidfgggf easy access
of large numbers of people to each other, and to large numbers
of materials.

A eity is a strategic location from which gff/Pg its people
can perform ¢ services for the outside world. Beyond that, it is
& great cooperative enteririse, the cooperation made possible by
the congregation of large numbers of people in & small space
where they have easy access to one another, and to eacn others'!
goods. The cooperation may be conscious and disciplined, as
Y{Eh{A the work of laborers under a foreman; or it may be
unconscious, as the merchant, pursuing his own self interest,
cooperates with his customers by providing what they need, and
unwittingly cooperates with neighboring merchants by attracting
customers to the shopping center.

And in this cooperation is titanic gzpleygff productive power,
as 1t lets specialization go to greater and greater lengths, as
it allows pnterprisers a greater and zreater number of elements
to combine in productive ways, and as fappgeitiefiz/ the broad
urban market permits of keener competition among the different
sellers and thus incites them to more and more rapid use of the
new possibilities offered by growing markets and progressing
tecimology .

Parzgajefihedzyninge/ ad 2AyHy 4

Many a city has discovered these secrets. &nd many has found
that, upon reaching a certain size, it could continue to grow larger
by merely exploiting the new possiblities for cooperation that its
size presented. In such cities optimistic spirit etc.

But sometimes things go awry. Sometimes a great city turns
backwards and starts back downhill. Jorthern Italy, antwerp,
Amsterdam, Bristol .... Sometimes, the region declines. But it
is also possible for a city to decline in the midst of a thriving
region. That is the achievement of San Franeisco, fate of.

Let us take this as case study. How, in the midst of the fastest
growing state of the union, has S.F. managed to lose business %
pop etec etc.?

O iy b alee ot of o nTopaine agalon: mbh,
communrealion . fBur when o&mwmnﬁhwn,adgxwumdugd )
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Parable:

Once there lived a man named Adam. He built a
large house with many rooms and doors. While he lived,
he delighted in showing friends thru the house, and when
he dled he left ib as a community center. The people
enjoyed the center, and learned a great deal from
examining its congstruction, and they built a great
community around it.

But selfish people fastened themselves to Adam's
house, and gradually turned it into their own. They
made it the HQ of a machine, and they corrupted the
community, and lived off it. The people were apathetic
at first. Then new leaders rose to ingpire them. Some
said XxEk "We will drive the crooks from Adam's House,
and restore the community center.”

The crooks wanted Adam's House, not for its own = ake,
but for its authority. For many of the people were
superstitious, and they did not ask "Who said this", or
"fhat did he say'", but "By whose authority did he speak?"
"ihat Gods does he invoke?" The crooks issued their
statements from Adam's House, and-thus commanded a large
following.

Gradually the people sensed something awry. They found
the statements from Adam's House often seemed against their
interests. A few spoke up against the men in Adams House.
But the men in Adams House were clever. The lost their
identity, they merged it with Adams llouse. They saw to it
that University Professors ridiculed students who
tried to distinguish Adams House from the veople in it.

(make Adam's House a bridge,‘or airport, something essential
to the community.)

A few people who thought for themselves saw that
Adam's Bridge could be freed to help the people. They tried
to tell the people. But the people laughed at them. They
were bored with pmark® pests who asked them to think; that
is hard work. The crooks provided them with movies, where
they could relax in soft chairs and look at pretty girls.
There they learned that Adam's Bridge was the same as the
peon1e running it. The people knew what they saw in the
movies was true -- "One picture is worth a thousand words"
they said. The crooks also gave XXmExXpRXXIRNEESN statlstlcs
which the peopnle could quote to each other. "Figures don't
lie", the wise men nodded to each other. There were novels
to read. Those who had read more than others were thought
very intellectual. "Fiction is the true mirror of life",
they said, and the crooks rubbed their hands.

The crooks knew they needed support. They could
not fool all the people. The more intelligent ones
tried to help the others for a time but, growing dis-
illusioned, took care of themselves. The crooks offered
to sell them positions on the bridge. The newcomers
accepted. Sometimes the crooks char”ed so much for spots
on the bridge that few could buy. Then the newcomers



complained. The crooks! government then arranged loans .
to the newcomers, at low interest rates. This process was
called "social reform".
Next time someone complained about the crooks on the
bridge, and asked by what right they preyed on the people,
they replied: "See, people have saved to buy spots on the
bridge. They are capital, they deserve a return. The
origin of these rights is lost in misty antiquity. We cannot
question that now. People have paid money for them. The
innocent purchasers must be protected."

WWWMTWﬂ@UWd_
on /puwﬂﬁl/uuéuﬁ;nd cornteto, )f/&ﬂbuﬂén C}pJ?'fﬁlyn_ ”462742,

clinglons  Fallacy of W Hispte-sling L. Ely e Dhodls, poocty
mw~

And thus it was that Adam's country became weakened
and corrupt. All the people were corrupted, as they all
got vested interests in the corrupt system. And when the
outside enemy attacked, all within was like paper before
their stesdl, soft flemh for their fangs. And thus it 1is
that the people of Adamsia now do menial tasks in the
empire of their neighbors, are spat upon on the street



Parable:
a good, plain
Once there lived a man named Smith. He was amxmwdimzwy
man, much like me and you in many ways. He gave to charity,
he vothd, he served in the army. He was also open to temp-
tation, like you or me, and knew avarice, pride, folly and
ostentation.

Smith lived on a narrow isthmus. He bought the place
because it was a nice homesite, near his business, and
good water. But in the back of his mind was also the thought
that someday the government might want it for a canal. That
was why he scraped all his money together and strained his
bank connections to the limit to outbid his neighbor & friend
Matthews for the land. It was closer to Matthews' business,
and latthews liked the view better, and Matthews had as much
or more income as Smith to pay for it. But Matthews lacked
capital and bank connections, so he couldn't bid as high as
Smith, even tho he was up & coming. It was the thought of
that canal that made the difference. Matthews foresaw it, too,
but he couldn't increase his bid much for a possibility that
far in the future. Matthews was a productive man, and he
used his capital vogorously, so it brought him 10%-15%/yr.
He looked at his compound interest tables and saw that
he could do better by using his money in his business, than
by gambling in future canals. So when the isthmus was up
for auction, he stopped after Smith said "§$3l,000".

Smith was a bit stodgy. He inherited his money, and his
business today was just drifting along. His manager did
most of the work, and Smith just dropped in to collect his
profits now and then. He didn't really know what do do with
some of them. He was not much of a hand with money, and he
couldn't count on getting 3% for his efforts abximwmskimxx
in business. So he decided to buy land. When he looked at
his compound interest tables, he looked in the 3% column,
while Matthews looked in the 12% column. That canal looked
much bigger to Smith than it did to Matthews.

After 50 yrs had passed, it so happened that Smith's
fondest anticipations came true. He was lucky -- often
they don't, for men like him. But many people with many
ships lived on both sides of the isthmus, and wanted to cross.
They decided to dig a canal. Smith rubbed his hands.
He made some calculations. Canal tra:sportation would be
about half as costly to the users as overland. He wondered
why they had not dug the canal earlier. But that is the
way people are, they never supvort essential public works
until about 50 years too late. Anyway ..

Smith figures total gain, makes that value of his land.

Every vear. Discounts futures at nojp first, backs down from
infinity to 1%. Wide dispute over %, value changing immensely.
Some ask why not take at precanal value. Republican bluster.
Dispu e continues for 15 yrs. Still going on, so far as I know.




ee. S50 Smith got out his well thumbed table of compound
interest. He looked to see what it wd be worth. Automatically
he followed down the 3% column se. eye wandered to L%, shuddered ..

.light dawned, looked to 2%.

Why not 1%? Why not 0%. He faltered..

there was no 0% column. Why, why? Let's see, if land lasts

forever, & no discount ....
He jumped with joy. He was

ah, yes, why its value is inifnite.
truly rich.
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Can expand land speculation paper now.
first points, then go on to

Land speculation & monopoly
" . & bus cycles
” ” & cap fmtn
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My dinner partner held in his fingers a cube of sugar:
crystalline, sparkling, snowy white. etc.

So xxxwasxthe impurities were necessary for combust ion.
If in the open air, why not also in the human body?

An old memory stirrsed in the back of my head, and the
front went searching for it. Dr. Jekyll and Mr., Hyde. Of course.
It was the unknown impurities in Dr. Jekyll's chemicals
that produced the result he could never duplicate. Recall the
scene from Stevenson:" ...

Finis: Doegs Hutchinson have the final answer? Of course
not, no one ever has the final answer. Has he pointed to the
next averme of progress? The evidence adduced herein strongly
suggests 1t. There is much research to be done yet, much
hacking of dead wood and conquest of vested interests and
defense against parasites to be accomplished. There is, in
other words, a battle to be fought, as there is in all
gsocial progress. Much of the work to be dore will go without
economic reward, no doubt, that is one of the imperfections of
our society. @tc etc ad inf., -- I could really elaborate on
this point.

S0 get the evidence and write it up, much as it happened.

(quote Howard on universities attitudes % value)
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Thesis subject: =
Bain sympathetie to-statistiecal investigations of how theoriss work
out. Maybe he'd go for an evaluation of lvt in Cal.
Elalne says a theory thesis would make a bigger splash, ¥ I surpose
—  that's plght, generally., But I must-sound-out the dept.
As to theory, generally, I have but to finish figuring out money --
next summer should suflice -- and 1'm ready to write, PR
_My thesis should be a bock that wlll have a wilde audience, If 1t ls
on theory the chances for that are greater perhaps than if on IDs in Cal,
"N One must choose an approach that makes 1t obvious that & significant
gubject is to be rollowsd, The mame IDS in Cal' would not attract wide
attention. '"water in Cal"” would get much more, locally. Could analyze
the whole current controversey. In fact, such a work might really get
_into hot politics right away. -=- I doubt if it will be a dead lissue by
that time. And what we do here may become the pattern for reclamatlon
thruout the west. If I want to plunge Into practical things I can't
think of a more promising place to do 1it. Back east we have property
tax questions etc, true; but I know of ncne in which the flux 1is such,
the 1ssues so undecided, as here In CVP etec. Try to ralse taxes on
land values in the ecastand you run-inte—stone walls. Here,; the very
life of the land, the water, is partly socialized. The very question at
{ssus 1s the pest way ot social control. The land question 1s up for
roview, Ang in 1935 the socialist noveliet Unton Sinclalr was almost

~~ elected governor wiph a plank to tax unused lands and buiW@inws,




Popular book:

Chapter on "The principle of the highest bidder"
or such. Showing how to solve problem of rationing
limited resource. And present it as such. IHere is
a problem, society faces, how to solve it? Ne&t solution.
Not only does it ration with low administrative costs,
but also to best user, w/o politics, & makes money
from it, & enriches no one dishonestly.

Next question: should rights be sold to highest
bidder for total capital ownership? Or yearly payment?
Answer: yearly payment. Reason: different command of
capital. Fear that big capital groups will outbid
small men -- e.g. Harris the farmer's reaction --
applies to rights sold in perpetuity only. & if
rights private, they ARE sold in perpetulty anyway.
So yearly selling reduces power of low i1.r. people.
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OUne must not be deludec 1 , ‘

engage —the attentionof most “Do“le as 1moortant are tb“ or=s tket reatly
determins the development of society. "Free silver" probably never
had Influence commensurate with the dttantion pa¥d L0 1%, Tke evelution
of property taxes; & teechnoleogy, unbeknownst to mest, hag ghared the
future, and still will, So one does not necesgarily need to write for
a large audience 1o shape the future nor does writing for a large audience
assure shaping it. All this wasted verblage in monetary theory probly
has little effect. In fact, ec. tnpo“y mainly takes the basic underlying
ec. institutions,|& even th”® C 2 ge occurring in1kwm\
as-lnaevitable, & TONKkeys around Wlbn thﬁ remaining superficdalitlies

One must get rid of the idea that what must be done must be done
within a few years, If that is true, it never will be done.
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PROGRESS
and POVERTY

15" ANNIVERSARY &

This folder edited by C. LeBaron Goeller and issued by
The Henry George School of Social Science, 50 E. 69 St., New York 21, N. Y.

Additional copies upon request.

Henry George's Famous Book

Progress and Poverty

From the 10th edition—1882
*

* *

(Note—One minister called Progress and
Poverty the greatest book since the publi-
cation of the New Testament. Another one
said, “There was a man sent of God whose
name was Henry George.” The Duke of
Argyll, a wealthy land-owner wrote, “The
world has never seen such a Preacher of
Unrighteousness as Mr. Henry George.”

Seven decades and more have proved the
book to be a classic. The following Press
Notices show the spontaneous reaction
when the book was new. Surely a book
worth reading.—Ed.)

* * *

NEW YORK TRIBUNE
The received principles of political economy
are here submitted to a fresh examination by
a courageous thinker, who, though familiar
with the learning of the books, follows the
conclusions of his own reasoning rather than
the instructions of eminent teachers.

NEW YORK HERALD

‘““Progress and Poverty” is not merely the
most original, the most striking and important
contribution which political economy has yet
received from America, but it is not too much
to say that in these respects it has had no
equal since the publication of ‘“The Wealth of
Nations,”” by Adam Smith, a century ago, or,
at least, since Malthus formulated his theory
of population and Ricardo his theory of rent.
A more aggressive, not to say audacious, book
was never written.

POPULAR SCIENCE MONTHLY

One of the most important contributions

vet made to economic literature. It is full of

PRESS
OPINIONS

vital thought, is written with earnestness and
power, and is a work hard to lay down when
once begun.

NEW YORK SUN

Let us say, at the outset, that this is not a
work to be brushed aside with lofty indiffer-
ence or cool disdain. It is not the production
of a visionary or a sciolist, of a meagerly
equipped or ill-regulated mind. The writer
has brought to his undertaking a compre-
hensive knowledge of the data and principles
of science, and his skill in exposition and
illustration attests a broad acquaintance with
history and literature. His book must be
accounted the first adequate presentation in
the English language of that new economy
which has found powerful champions in the
German universities, and which aims at a
radical transformation of the science formu-
lated by Adam Smith, Ricardo, and J. S. Mill.
Few books have, in recent years, proceeded
from any American pen which have more
plainly borne the marks of wide learning and
strenuous thought, or which have brought to
the expounding of a serious theme a happier
faculty of elucidation.

THE NATION

Although we have to consider Mr. George's
positions essentially unsound, we find many
admirable passages, and a notable spirit of
candor pervading his work. The style is for
the most part engaging, and often eloquent.
So far from being a work of communistic
tendencies, the reader will find in it argu-
ments to overthrow nearly all the communist
theories of the present day.

NEW YORK EVENING MAIL

A book that can neither be ignored, nor
sneered down, nor laughed down.



NEW YORK GRAPHIC
A book worthy of a careful reading, even
if the reader should find himself at variance
with many of the views expressed. The argu-
ment is logical and the points well chosen
and sustained.

NEW YORK ERA
We announce clearly and distinctly that, to
our view, no book has appeared in the
century which has exerted so marked an
influence as will *‘Progress and Poverty.”

CHARLES H. BARROWS, In
THE LITERARY WORLD

A noteworthy book, that bears the traces of
a master’s hand—which for freshness of
thought, the steady march of its logic, wealth
of illustration, strong grasp of economic
abstractions and facile handling of facts, no
student of social problems can afford to pass
by.

THE CHURCHMAN

No wilder theory was ever broached, yet we

can not but admire the earnest purpose.
THE METHODIST

The work is so able that no one, intending
to speak or write on such subjects, can afford
to neglect reading it.

EXAMINER AND CHRONICLE

The most pernicious treatise on political
economy that has been published for many a
day—all the more pernicious as every page
bears traces of learning and culture.

BROOKLYN TIMES
A very remarkable book—its style always
clear, often eloquent, never dull. The time-
honored doctrines of political economy have
never received a severer assault, and what-
ever we may think of its conclusions,
“Progress and Poverty,” beyond any book
of our time, deserves careful study.
IRISH WORLD
A most remarkable contribution to the
discussion of economic questions. Those who
want to arm themselves with arguments
against the defenders of the Land Iniquity
will find in it all they desire.

ALBANY JOURNAL
A discussion of wide range and of great
vigor and power, which closes with a sugges-
tion of the future life couched in language
like that of a rapt and inspired seer.
SPRINGFIELD REPUBLICAN
A very stimulating book, written in an
agreeable style and with true feeling.

PHILADELPHIA EVENING STAR

Mr. George has written a book which is not
only a bold and exhaustive examination of the
whole question of our modern civilization, but
which charms as from a style which rivals
the genius of Newman and Macaulay. We are
not surprised to know that it has excited more
attention among thinking men in Europe and
America than any book since Mill's ‘“‘Essay
on Liberty’” and Buckle's ‘“History of Civiliza-
tion.”

CHICAGO TRIBUNE

This book is welcome because it will cause
a discussion of a subject the magnitude and
importance of which none will deny; because
it is a bold and frank exposition of theories
now forcing themselves upon public notice;
because the writer is in earnest, and because
he is also original.

CHICAGO ADVANCE

The author appears to be a kind of com-
munist, yet he means well, and means it
earnestly, and says much that is worth think-
ing of.

WASHINGTON CRITIC

We do not hesitate to pronounce this one
of the greatest books yet contributed to the
literature of political economy, and one which
no public man can afford to omit reading. It
is the work of a well-trained mind, possessing
thorough literary culture. Vigor and clear-
ness of thought are impressed upon every
page, but what is most striking is the
originality and boldness of the views
advanced, and the radical character of the
remedy proposed. Though in respect to
property in land Mr. George proposes a very
radical change, going even further than John
Stuart Mill, yet he supports his proposition
with such powerful reasoning and such a
formidable array of facts that he compels
respectful hearing. The reception given to
the book by the press is, in view of its
radical character, something phenomenal, and
best proves its power.

LOUISVILLE COURIER-JOURNAL

Mr. George is earnest, honest, and forcible;
radical to the root, bold, sweeping, and dog-
matic. He writes earnestly, clearly, nervously,
and states his theories and arguments in a
way to make them worthy the attention of the
most dignified political economist, against
whom he makes some spirited tilts. Whatever
may be the ultimate effect of the book, it will
not fail to excite discussion.



VIRGINIA (NEV.) CHRONICLE
“Progress and Poverty'’ possesses all the
elements of popularity. It is a book which
every capitalist ought to read, which every
land-holder will be wise to read, and which,
as soon as it begins to circulate among the
masses, every politician will have to read.

GALVESTON NEWS

This is the most remarkable book on
political economy it has ever been our fortune
to read. Every sentence is as clear as a sun-
beam; every proposition is as legitimately
traced to its logical result as one of Euclid’s.
However unpalatable Mr. George’s conclusions
may be to certain classes, this book must,
from its clearness of statement, ingenuity of
argument, its large sympathy, and the broad
and philosophic spirit with which the question
is treated, claim the attention of all who
realize the importance of the subject.

E. R. TAYLOR In THE CALIFORNIAN

Here, if we mistake not, is one of those
original works which open fresh discussions
and draw new lines—a work which must com-
mand scientific respect, and which is at the
same time ablaze with the very fire of radical-
ism. Whether the theories which it lays down
are right or wrong, they can not be treated
with contempt. Political economists can not
ignore a book which, even if it be erroneous,
presents error in such a form that it is likely
to become a new gospel in every radical club,
and to find apostles in every knot of dissatis-
fied workingmen. It is emphatically a book
which must be read to be understood, and
which can not be read without interest and
profit even to those who most widely differ
from its conclusions.

SAN FRANCISCO ALTA-CALIFORNIA

The literary ability displayed in this novel
and original plan of communism makes it
the more dangerous. As we propose to show,
its premises are false and its reasoning
fallacious, while its conclusions, if adopted,
would put an end to progress and subvert
civilization.

SAN FRANCISCO EXAMINER

A work of wonderful interest and power.
Startling as its conclusions may seem, they
are urged with such logic, force, and earnest-
ness that they cannot fail to impress every
reader. ‘“‘Progress and Poverty’”’ must in time
produce deep effects, and give to the most
important discussion a new turn. It can not
long be ignored by those who regard its
doctrines as dangerous.

M. R. LEVERSON, Ph. D,, In

SAN FRANCISCO ARGONAUT
I consider ‘“‘Progress and Poverty” as the
book of this half-century, and do no injustice
to the renown of my revered teacher and
friend, the late John Stuart Mill, in ranking
it as surpassing in importance anything and
all that he published. I regard this work as
the most valuable contribution to the science
of social economy since the publication of
Ricardo’s theory of rent, nor has even Herbert
Spencer done so much to advance the social

sciences as is done in this single book.

SAN FRANC!SCO MERCHANT

Too able to be easily answered, too revolu-
tionary to be lightly endorsed. A book of sur-
prises, yet in nothing more surprising than in
the manner in which it enchains the interest
of the reader in what he has probably hitherto
deemed the hardest and driest discussions.
We are glad to see that the State Board of
Education have added ‘“‘Progress and Poverty”’
to the school library lists.

STOCKTON (CAL.) INDEPENDENT

A book to be studied, not merely to be
read—a book which grapples with questions so
great, and announces doctrines so novel, that
the reader is surprised on every page. No one
can finish it without receiving light on some
of the most interesting problems of human
existence, and being convinced that Mr.
George is one of the most profound and
advanced thinkers of the day.

SACRAMENTO BEE

‘We believe this book marks an epoch in the
discussion of political and social questions.
We hail it as the skirmishers on an advanced
line might hail the coming up of the heavy
battalions. For here is the philosophy of the
great reform movement which is now be-
ginning to agitate men’s minds. We cannot
too strongly commend this book. It ought to
be read by every workingman in the land,
and, if it were, it would work a revolution.

SACRAMENTO RECORD-UNION
A book which will make converts, and which
is, in fact, a really splendid series of logical
triumphs. In the sweep of the argument
nothing seems to have been forgotten.

PROFESSOR EMILE de LAVELEYE, In
REVUE SCIENTIFIQUE
A remarkable book, that has not only
interest but has instructed me.



LONDON STATIST

Since Proudhon enunciated to the world the
famous proposition, ‘La propriete c’est le
vol,” no writer with any pretensions to
cultivation of mind, or even education, except
perhaps Karl Marx, has put forward such an
astounding proposal as that of the author of
‘“‘Progress and Poverty.” If he is able to con-
vince many of his countrymen of the prac-
ticability, to say nothing of the expediency,
a mad doctrine as this, the United States
and less than nothing of the justice, of such
will sooner or later be torn by a second civil
war. Yet, comparatively speaking, Mr.
George's belief that poverty is solely the result
of private ownership in land is almost a sane
view of the matter.

PROFESSOR GOLDWIN SMITH, In
THE BYSTANDER

In the region of political economy the
newest sensation is ‘Progress and Poverty,”
which has been hailed by some as an extra-
ordinary effort of speculative genius. The
writer is struck by the fact, as he supposes
it to be, that poverty, instead of decreasing
has increased with the progress of production,
and he casts about for the cause and the
remedy. The cause he finds to be individual
ownership of land. His remedy is a sweeping
confiscation of all landed property by the
State, without giving the owners any in-
demnity, which, he particularly warns us,
would frustrate his beneficent design. . . . To
crown the wisdom of the scheme, the Govern-
ment, into the hands of which the vast
proceeds of the confiscation are to be put,
is one which, in the case of the United States,
the projector himself describes as a den of
brigands.

PROFESSOR T. E. CLIFFE LESLIE, In
FORTNIGHTLY REVIEW

From a passage in Mr. George's book it
appears that he was formerly a workingman
in a trade, and, if this is to be understood in
the ordinary sense, his learning and literary
power are truly astonishing and admirable.
Among other gifts he possesses a fertile
imagination, supplying him readily with perti-
nent illustrations. Want of imagination is one
of the causes of the inability of many econo-
mists to emancipate themselves from old
abstractions, generalizations, and formulas,
Their minds do not enable them to realize
actual phenomena, and to test theories on all
sides by a multitude of instances. Mr. George's
work, however, calls for notice not only on
account of its ability, and because it contains
internal evidence of being a product of the

economic history of California, but because
also of the magnitude of the problem it pro-
pounds and the nature of the solution it
proposes.
LONDON ECONOMIST

The chapter describing the manner in which
civilization is exposed to danger through the
increase of the inequality of wealth is power-
ful, graphic, and instructive. But while we feel
the danger we can not admit the remedy
proposed.

LONDON SATURDAY REVIEW

Till we read Mr. George's chapter on wages,
we had hardly realized the extent to which
acute thinkers—even such a writer as Mr.
John Stuart Mill—are biased in their general
inferences by particular facts. The value of
Mr. George’s book lies in the presentation of
views derived from the peculiar facts of
American industrial and social organization—
views which may lead thoughtful European
economists to modify the generality of their
own conclusions rather than to adopt Mr.
George’s.
AGATHON de POTTER, In
PHILOSCPHIE DE L’AVENIR, Of PARIS
This remarkable and most interesting work
is indeed worthy of careful and elaborate
review.

BROOKLYN EAGLE

The most solid literary success of the year
is undoubtedly ‘Progress and Poverty.” A
translation into German i8 already being
published in Berlin, the French periodicals
devoted to social subjects are quoting and
commenting upon it largely, and the English
economists are beginning to discover that
here at least is an American book, worthy
of their attention. In the United States it
must have a very great sale, for it is every
day more evident that the subjects of which
it treats are those upon which political
discussion must for the future turn.

BOSTON TRANSCRIPT

A book destined to create a great deal of

discussion.
BOSTON JOURNAL

The book displays vigor of thought as well
as vehemence of expression; and, wild and
impractical as its conclusions appear, it
challenges respect by its power and earnest-
ness, and furnishes much food for sober
reflection.

NO. 60—Henry George Tract Society, Endwell, N.Y.
U. S. A. C. LeBaron Goeller, Editor-Manager.

Compliments of J. Rupert Mason

1920 Lake St.

San Francisco, Calif
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