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Lecture 4. Iz America an Exception?

1. Reform and confidenca.

Within the lest decade free institutions heve suceumbed to the impass
of sudden change in moat of the countries whers civilisation bore the imprint of
the Industrisl Revolution.

ifust America go the szme way7 Or ie there hope that she mizht be able
to maater her owm fubturs?

The breskdown of the internationsl system must, of cource, affect Amarisg
like all other countries, The passiag of the gold sbtendard as the chief instru-
ment of Interrational division of labour will alter her relationship to other ns-
tional econcmies, just ss her forelgn policiss will have for a TOnﬂ tine to coms
to be shaped by the dlesppesrsnce of the balencs of power system ze practiced dur~
ing the century 1814-19014.

But the responge of & people to the stimuiue of change iz meinly the resuvls
of its intermel organization. Therefors, though the precont catastrophe is of an
internetional order, the answar to our guestion will 1H?”ﬂlé depend upon the degrss
to which the institutions of American scclety can be regardsd as analogous to thoes
of the e'ricken conmunities of Eurcpe.

The rise of fascism on the Buropeen sontinent was due to the fest that ths
vitally necessery reform of liberal capitalism could not be carried through under
our democratic imstitutions. ©OSuch e roform wes inevitable owing to the devastabing
effecte of a separate, melf-regulating economic system on the tissue of sooiety.
This permement denger had given rise to the sctivities of the medern political
state as well as of trade unlonism and other essentially conservetive movements
which attempted to protect socliety ezalnst the disastrous effects of the automatism
cf the market~sconomy, not,however,without impalring seriously the functioning of
that seme economy in other respects.

The strain was thus merely shifted from the original separation of etonomiocs
and politice--a clearly utopian endeavor<~te their imperfect re-uniting through mu~
tuel intsrfersnce. Neither liberal capitslism nor repressntative democracy could
funetion satisfectorily under such ceonditions., The latent peril to the community as
a whole could not be sliminated by the methods of a haphazard integretion. The road
to & constructive roform of the capitalist system by demecratic means was, however,
blocked by a set of oircumstanoces which were beyond the contrel of anybody. Society
was helploess,

This is easy to sse, Reform had to aim mainly at three desiderata: 1avalfang
of the trade cycle; security of tenure for the employees; redistribution of purchas-
ing powsr, But iks no effective measurss could be taken by the body pelitie in
either direction without practically stopping the economic meshenism npon which so-
ciety dependsd for its everyday ezistence. TFor reform could be achisved only through
changes in the legal definitions of property, any ettempt at whioh started a panio
on the financinl markets., Thess depmnded for their functioning entirsely on confidence,
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& psychologleal situation which was naturally lncompatible with any uncertainty

as to the definition of prepsrty rights, Reform was met by panici~ flight of capi~
tal, slump of exchanges, cessing of invastment, mass unemployment, loss of incomes,
bankruptey, chaos end ruin. Long before this stage was reached, the reforming
government was thrown out of offics end the body politic hed besn forced to give up
eny attempt £t reform in order te restore coanfidence.

2. The 19th century in Europs and Amsrioca.

Any parallel betwesu BEurope end America which is bestricted to the 19th
century is bound %o produce most depressing results. Eurcps's past then appears as
America's future, with s consiztency whish induced gome authors to set out a regu-
lar time=table for this country. The sccumulation of capitsl, the concentretion
of ownership, the centrallization of produstion, the passing of competition, the rise
of monopolies, the ingldence of the trasde cycle, the emergense of an imperlalist
foreign polisy, the growth of clase tension, the introduction of factory legisla-
tion, soocial insurance and trade unioniem all seemed to have their Americsn counter-
partd in the giant truste and Wall Street, bpig business methods, dollar diplomasy,
the I.VW,W,, the Pinkerton men, the A F, of L., the §.1.0., the New Dgal legislation,
and, bigger and better than sll its Buropean predecsssors, the unexampled slump and
nsese unemployment of the Minsteen-thirties, and as time went on, similarity seemed .
to bacome even closer and closer.

It is hardly surprising thet the majority of scholars did not see much
reagon for hope that the instituticnal development in Americe would follow other
lines than those which resulted in the tregic deadlosk of FEuwopean history.

3. State and Industry in Americe.

A diffoerent piecture presents itself, however, if the pmrallel is extended to
the more distant past. America's beginnings reach back slmost twe csuturies before
the oncoming of the Industrial Resvolution. 4 comparison of the history of the two
hexigpheres ian this period would reveal that on the decisive question of the rela-
tionship of eoconomics and polities, industry end stete, they divergse strongly. Vhile
Amerlca was founded end cerried on ss a socisty, which only quite recently started
to dsvelop a state in the strict semse of the term, Buropeen countriss at least since
the 16th century possessed a state power on which the sotual sooigl system rested.
When aftsr the advent of the Industrial Revolation sociml relationships became main-
ly economic, Americam society continued to exiet by the strength of the convictions
of' its merbers, and the establishment of & state possessed of any substantial powers
was still sctually prevented by the Constiitution. It was only as recently as the
beginning of the 'Thirties that the federal pgovermment struck out on a line direct-
ed towards the establishment of a political state with real powers in internal af-
feirs. It vme a question of deoisive importance to the future of this country whe-
ther thls new state power would prove an effactive instrument of ths reform of the
sconomic system while remeining basically dewoeratic.

It would be too esrly to say whether America has elready achlsved a plastic
soeiety, il.e., a socisety which can be shaped by the pclibticel state and other con-
scious social factore without denger of a fatal stoppage. If so, this would be
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mainly due to the azbeences of the contrel of the financhl market over the credit
of the state itself. The conflict of White House and Wall Street in the first
years of the Hew Deal, in conjunotion with the dropping of the rold stendard, msy
have had a greater importanss than it iz usually credited with., For at that per-
iod not only the character of the nascsent state but also its relationship to the
financiel market may have been determined, The basis on which the future inte-
gration of state, induetry snd other independent sceial factors will have to pro-
ce2d in Americe is still far from clear; yet it might well be the case that the
fatal condition of s helpless soclety has been {inally overcome in this country.





