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Chapter One

THINKING OF THE UNTHINKABLE

2 AR IS UNTHINKABLE.” So Prime Minister Asquith said. A few

days later Britain was at war with Germany. “War between

America and Britain is unthinkable,” we are told now. Like
a refrain it runs through most discussions of Anglo-American rela-
tions. This assurance is given to us by Prime Minister MacDonald and
President Hoover—although they were less optimistic before they
talked with the tongues of officialdom. Any one who questions this
dogma does not receive a reasoned reply. He is dismissed as a mili-
tarist and a war-monger.

Whatever may be the truth regarding the highly complicated and
often contradictory relations between America and Britain, it should
be clear to intelligent persons that the truth cannot be ascertained by
incantation. The phrase “War is unthinkable” is only that. It has no
definite meaning. If it means merely that war between the English-
speaking nations would be regrettable, it is an obvious aspiration. But,
unfortunately, it is usually understood by the people as a statement
of fact.

As a statement of fact, it is not true. War between America and
Britain is more probable than war between America and any other
Power. This does not mean that such a war is inevitable. It does mean
that the causes which have produced other wars, and specifically British
wars, are active in virulent form in Anglo-American relations now.

This fact is ignored or resented as heresy by most Americans and
Britons because they have been reared on childish notions of the causes
and nature of war. They bring to this problem only one simple ques-
tion. Do the American people want to fight the British people? Do the
British people want to fight the American people? And their reason
answers: Of course not. Are the Washington and London governments
pPlotting war? Their reason answers: Impossible. So they say and
believe war is unthinkable.
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AMERICA CONQUERS BRITAIN

How such a simple and erroneous conception of war has lodged in
the minds of the people in spite of all the facts of history is somewhat
difficult to understand. How such a conception can be held by Ameri-
cans and Britons who lived through the World War and these post-War
years is even more difficult to understand. Nevertheless, the myth that
war comes only when peoples and governments want war is perhaps
more widely accepted to-day than ever before. It is the chief obstacle
to an understanding and mitigation of the causes of war.

HOLY WARS TO ORDER

War does not begin on the day armed hostility starts, nor end when
an armistice is signed and guns are silenced. The World War was the
result of causes deep in the 19th century. Hostilities might have been
precipitated, indeed were almost precipitated, several times. That
actual fighting began in 1914 was an accident. Germs of war, like the
germs which afflict the human body, are always present. This conflict
between health and disease is as natural and as inevitable in the inter-
national body as in the human body. Of course, the British and Ameri-
can peoples do not will war any more than they deliberately get sick.
But when there are organic defects or functional weaknesses or malig-
nant germs, then just as individual carelessness or bravado can be the
immediate cause of disease, the ineptitudes of government can become
the immediate cause of war.

It is not necessary for the governments to want war. They don’t.
They know it would injure both nations. Some London and Wash-
ington statesmen know that it would injure both nations irreparably.
Most of the capitalists do not want war; peace is more profitable to
all but a few. Nor do most of the generals and admirals want armed
hostilities. Why should they? The military life is an easy life—in peace
time. The military man likes order; there is no order in the trenches.
The military man is human enough not to choose vermin and mud
and death gladly. But the fact that neither the peoples nor the govern-
ments, nor the generals and admirals welcomed armed contlict did not
prevent the unthinkable World War. It did not prevent the unthinkable
Civil War in this country, nor did it prevent the unthinkable Anglo-
American war of 1812.

This Unthinkable War attitude does not prevent war when the crisis
comes, because physical forces have become too strong to be restrained
by mere good intentions; because of the panic which follows when a
patient or a nation suddenly discovers the crisis; because the very
psychological unpreparedness, which the patient or the nation believed

4
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to be the greatest protection, then makes the body more vulnerable to
the shock. The one who succumbed to the human tendency to ignore
disquieting symptoms and disagreeable facts is the one most hysterical
when the horror is revealed.

That is why governments, when they find themselves on the verge
of unsought war, can so easily turn their pacifist populations over-
night into war-mad mobs. The people are shocked into a state of
mental paralysis and nervous irresponsibility. The fact that there are
major conflicts—between the United States and Great Britain, let us
say—is so new to them that they magnify the political disputes into
eternal verities worth fighting for. This process of sudden popular
conversion of a pacific nation to war is not always brought about by
discovery of the actual causes of the conflict. Those real causes, indeed,
are often deliberately disguised by the governments concerned. Because
those causes for the most part are economic maladjustments which
obviously cannot be corrected by wholesale killing.

Hence the necessity for governments to create a moral issue as a
bogy. The World War was not the first “war to make the world safe
for democracy.” That is the way most wars have been staged, in the
sense that the popular ideal of the moment always has been used by
governments to ennoble the conflict. No modern civilised people will
fight—other than to bar an actual invader—unless they believe it is a
Holy War.

To create this Holy War myth is one of the few easy tasks confront-
ing a government on the eve of hostilities. Taken by surprise, the people
are in a credulous and highly suggestible condition. The government
controls all channels of publicity. The government alone has access
to all the facts, especially immediate facts and developments. So even
the small minority of dispassionate and informed citizens is in no
position to trust absolutely the validity of its opposition. Even if
convinced that the government propaganda is based on lies, the minor-
ity cannot persuade the majority. It has neither the facts nor the
forum from which to present the facts.

Even in peace time the American and British governments withhold
from the public important facts concerning international relations.
Whenever the American public through Congress drives the Adminis-
tration into a corner on a question of unpopular policy, and the official
legislative representatives request information from the Secretary of
State, he usually declines to give such information on the ground that
to do so would be “incompatible with the public interest.” A govern-
ment which has so little difficulty in withholding facts in normal times,
cannot be forced into making embarrassing revelations in times of
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national crisis, much less during armed war. This certainly was the
~ experience in Washington and in London during and immediately
before the World War.

Governments do more than withhold facts from the public. They
deliberately colour facts. Honourable men, who are honest as indi-
viduals, become liars as officials. In the name of duty, of course. The
significance of such governmental suppression, colouring of facts, and |
deliberate lies, however, can be exaggerated. Such lies are usually less ‘

|
|

potent in creating the Holy War myth, which overthrows the Unthink-
able War myth, than are certain carefully selected facts. Selected facts,
isolated, become first half-truths and then untruths.

All governments have skeletons in their closets. All large nations
have Hun records. All have oppressed weaker peoples. All have nasty
national traits. Every Power can be shown by an enemy, on the basis
of its own acts, to be a menace to civilisation. Hence the ease with
which governments create popular support for the war which was
unthinkable yesterday.

These are generalities. But they are generalities which can be applied
with disquieting precision to the United States and Great Britain.
No argument is needed to demonstrate that these generalities apply
to both countries in their World War experiences. Americans and
Britons equally were confident that war then was unthinkable. Both
governments were certain that actual fighting somehow could be
avoided. Both governments were “liberal,” neither was “militaristic.” |
Prime Minister Asquith was a man of peace. President Wilson was '
a man of peace. Peace societies flourished among the peoples of both |
countries. The few who questioned the Unthinkable War myth were
derided as mad.

The British people, despite their pacifism or perhaps partly because
of their pacifism, were unprepared psychologically to withstand the
shock of unexpected war. Yet now they appear to have forgotten that
experience. “Most of us suppose that the dread of war in ourselves and
our fellows can be trusted to respond to the needs of the hour, when
the next war comes upon us,” says Mr. H. N. Brailsford, in describing !
the British attitude.! “We rely on some spontaneous rally of public
opinion, when the last tense week of doubtful negotiations confronts
us with our dangers. We forget how the Great War stole upon us. In
London, ten days before the irreparable decision, the question of Ulster
filled our minds, and if we troubled to think of Europe, it was only to
fling a curse of irritation at Serbian murders. There is no hope for us,
unless we realise that the next war is being prepared every day.”

Even had the British people been aware of the danger, they had no

6




THINKING OF THE UNTHINKABLE

opportunity to stay it. They were not consulted by their Government,
when the decision was made. The House of Commons had no choice.
Not even the British Cabinet as a whole was free to choose. The issue
had been decided for them years before. “We found ourselves on a
certain Monday listening to a speech by Lord Grey at this box which
brought us face to face with the War and upon which followed our
declaration,” Sir Austen Chamberlain explained several years later
(February 8, 1922) to the House of Commons.? “That was the first
public notification to the country, or to any one by the Government
of the day, of the position of the British Government which it had
assumed. . . . Was the House of Commons free to decide? Relying
upon the arrangements made between the two Governments, the French
coast was undefended—I am not speaking of Belgium, but of France.
There had been the closest negotiations and arrangements between our
two Governments and our two staffs. There was not a word on paper
binding this country, but in honour it was bound as it had never been
bound before—I do not say wrongfully; I think rightly.”

As Lord French later admitted in his book on the War, “The British
and French General Staffs had for years been in close consultation
with one another on this subject. The area of concentration for
the British forces had been fixed.” As Marshal Joffre told a Paris com-
mission on July 5, 1919: “A military convention existed with England
which could not be divulged as it bore a secret character.” This situa-
tion had been reported by M. Sazonov to the Czar more than a year
before the War: “Arising out of this, Grey, upon his own initiative,
corroborated what I already knew from Poincaré, the existence of an
agreement between France and Great Britain, according to which
England engaged itself, in case of a war with Germany not only to
come to assistance of France on the sea, but also on the Continent by
landing troops.”

Although this situation was known to a few high officers, a few diplo-
mats, a few outsiders, the British House of Commons and the British
Cabinet as a whole did not know. “The concealment from the Cabinet
was protracted and must have been deliberate,” Lord Loreburn says
in his How the War Came. Mr. Arthur Ponsonby, former Undersecre-
tary for Foreign Affairs, in Falsehood in War-Time (1928), from
which the above quotations are taken, concludes: “This commitment
was not known. . . . More than this, its existence was denied. . . .
No more vital point stands out in the whole of pre-War diplomacy,
and the bare recital of the denials, evasions, and subterfuges forms a
tragic illustration of the low standard of national honour, where war is
concerned, which is accepted by statesmen whose personal honour
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is beyond reproach.” * Though these Anglo-French military and naval
conversations had been proceeding since 1906, the British Undersecre-
tary for Foreign Affairs in the House of Commons in March 1911,
made a flat denial in answering the question whether “any undertaking,
promise, or understanding had been given to France that, in certain
eventualities, British troops would be sent to assist the operations of
the French army.” Another formal denial was made in the House of
Commons on March 10, 1913, at about the time M. Sazonov was again
reporting the truth to the Czar. “It is not true,” Prime Minister Asquith
replied when a statement was made from the floor of the House of
Commions that “there is a very general belief that this country is under
an obligation, not a treaty obligation, but an obligation arising owing
to an assurance given by the Ministry in the course of diplomatic nego-
tiations, to send a very large force out of this country to operate in
Europe.” * So the denials continued to be made by Prime Minister
Asquith and Sir Edward Grey down to August 3, 1914—and all the
while they were making definite war preparations for the emergency
which they did not welcome but which they were too weak to prevent.’
The manner in which the British Government, once war was declared,
conducted an effective propaganda campaign in England and in the
United States to establish the myth of Germany’s sole guilt need not
be re-told. The effects of that propaganda still live in the Versailles
Treaty and in the prejudices of too many Britons and Americans.

Methods used by the Washington Government in making an Un-
thinkable War a Holy War were essentially the same. But the task was
harder. There was much more traditional anti-British than anti-
German sentiment in the United States. In the conduct of the War
Britain had come into more direct conflict with American interests
than had Germany. The American people could not be surprised by
war already in progress. Finally, there was little danger of actual inva-
sion of this country. So more skill was required of the Washington
Government to convert its public to intervention. For the reasons given
it did not succeed in converting Americans in advance. President
Wilson was re-elected on the campaign slogan, “He kept us out of
war.” This Government’s agents, and the Allied propagandists im-
ported by it, were not effective until the German submarine frightful-
ness developed.

By that time large financial and industrial groups, for other reasons,
were trying to draw us into the conflict. Then it became more expedient
for President Wilson to act. It became expedient, that is, so far as
these business groups and their Congressional representatives were
concerned. As for the American people, no one will ever know. But
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the “He kept us out of war” election, and difficulties in making the
military draft effective, seemed to indicate that the people would not
have voted for war in a popular referendum. At any rate Mr. Wilson
was too wise to permit a referendum, and governmental control of
public opinion operated successfully to suppress any referendum de-
mand. Thus the American people even less than the British people
willed their entrance into the World War.

It is significant, however, that once in, conversion of Americans to
the Holy War idea was almost complete. The most absurd German
atrocity stories were accepted with relish. Teutonic culture, which had
been looked up to, now became in the minds of Americans a thing
gross and perverted. Whether pre-War German culture was as great as
Americans originally rated it, or as degraded as war-mad Americans
later came to regard it, is immaterial here. In any event Americans at
that time revealed their capacity, under official tutelage, to swing
suddenly and violently from one extreme to the opposite in their atti-
tude toward a foreign people. And that easily inspired hatred of Ger-
many remained as a hangover in America long after it had been thrown
off by the British.

THE DEAR COUSIN MYTH

While many admit that the World War proved the ability of both
the Washington and London governments to turn an Unthinkable War
into a Holy War, it is commonly believed that this has no bearing on
a possible Anglo-American war crisis. America is not Germany, our
British friends say. Britain is not Germany, we say. Such dogmatic
optimism ignores the basic economic causes of war. Specifically, it
ignores the disquieting similarity between Anglo-German relations
yesterday and Anglo-American relations to-day. Even many who
understand that the present Anglo-American economic conflicts are
like those which precipitated the last war, assume that the present
rivalry cannot lead to armed strife because of the unique bonds uniting
these two nations.

Blood is thicker than water, it is argued. A common language, liter-
ature, law, and a common political tradition have created a deep sense
of understanding, sympathy, and kinship. This is another one of those
pretty notions about the nature of war which violate experience. His-
torically, blood and language kinship has meant war more often than
peace. Civil wars have been frequent. And the civil wars of Britain
and America have been especially unreasoning, vindictive, and bloody.
If brother fought brother in our War of the States, by what costly
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forgetfulness can any one assume that cousin will refuse to fight cousin
because of kinship? Those are nearer the truth who believe this kinship
between Americans and Britons creates more friction than friendship,
and is chiefly responsible for the patent tendency of each to exaggerate
the foibles of the other—as cousins are apt to do.

Positive unfriendliness has been fed on both sides of the Atlantic
by the memory of the American Revolution. It accounts, in part, for
the ease with which American governments during the War of 1812
and the Civil War, and in the Jater 19th century were able to whip
up anti-British sentiment when the actual conflicts between the two
countries were much less serious than now.

But this entire approach to Anglo-American relations as a family
matter is fallacious. The United States is no longer predominantly of
British heritage. Immigration has changed that. Hardly one-third
of our population is of British stock, according to the 1920 U. S.
Census. The melting pot has changed the old stock as well as the new.
Except for a professional Anglophile here and there, one rarely finds
an American of any heritage or class who thinks of England as the
motherland. And the Anglophile, curiously or perhaps naturally, is
apt to be a super-nationalist demanding that we build “the largest navy
in the world,’—that is, larger than the British navy.

British politicians and publicists once keenly sensitive to the anti-
British feeling engendered here by Irish immigrants, often fail now
to appreciate the importance of the newer “Latin-Slav leaven in the
Anglo-Saxon lump.” Establishment of the Irish Free State has not
appreciably diminished the hostility to Britain of Irish-Americans.
The chief difference is that this group’s shouting against the British
is losing its identity in the louder chorus of abuse from more recent
non-British immigrants. One of the most potent results of the War
is the abiding anti-British influence of German-American groups. They
are influential especially in the Middle West. Their temporary sub-
mergence during the War has reacted now in a more positive racial
affinity with the German Republic. They tend to see the future of
international relations in terms of America and Germany versus
Britain. These German-American upper and middle class groups are
supported by the southern and eastern European immigrants. In the
case of the latter the dominant factor is perhaps less a racial and more
a class, or at least a social, consciousness. Immediate hostility is aimed
not so much at Britain as at the older Anglo-Saxon stock which rules
this country socially, commercially, and politically.

With the growth of this non-British stock to its present proportion
of 63 per cent of the population, an attempt by it to wrest economic
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and political control from the older ruling class is doubtless inevitable
under any circumstances. But it is apparent that the War and post-
War developments have accelerated this spirit of revolt.

Hence Mayor Thompson of Chicago. It is generous of London poli-
ticians and publicists to be amused rather than insulted by the Thomp-
son episode. But, as British observers and officials long stationed in
the United States can tell them, this Thompson movement cannot be
“laughed off.” For it is a movement. It represents one of the most
fundamental developments in our political and social life. It cuts
across every major American problem, whether that be labour organi-
sation, crime, prohibition, the Ku Klux Klan, or foreign policy.

Mr. William Hale Thompson, instead of being the buffoon he is
supposed to be abroad, is upon his record one of the shrewdest of
American politicians. He is a man of Anglo-Saxon stock, of cultured
heritage and good education. But he is a politician. He has demon-
strated that an unscrupulous campaign of hate against Britain is the
quickest way to win votes in the second largest city in the United
States. On the strength of that issue he was able to wipe out his War-
time unpopularity. On the strength of that issue he was able after
defeat to return to political power, as few American politicians ever do
on any issue. On the strength of that issue he was able to remain in
power despite united opposition by the influential press of the city and
nation, and despite a record of city crime during his term unprece-
dented in the history of America’s boss-ridden cities. As all rotten
structures fall of their own weight in the end, the Thompson adminis-
tration went down. But the anti-British forces that raised him to power
did not collapse with him. They have elevated him again.

A fairer example is Mr. Alfred E. Smith, who, by the testimony of
his political opponents, is one of the ablest and most honourable of men
in American public life. Certainly he is one of the most popular.
Despite the handicap of being a minority candidate and a Wet Catholic
in a prohibitionist Protestant land, he received in 1928 the largest
popular vote ever given a Democratic presidential candidate. He is the
representative and idol of the immigrant class of which he is a part.
In this son of Irish immigrants were fused in hot enthusiasm the ambi-
tions and drive for power of the immigrant groups. Almost without
exception, he carried the immigrant districts. The cleavage of class
was conscious. “Al” was recognised and acclaimed as “the man of the
people” in a sense that none has been acclaimed since Lincoln and
Bryan. As the popularity of Lincoln and Bryan reflected the social
movements of their time, so Smith represents the group now struggling
for power against the domination of an older ruling class. That group
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is anti-British. It follows a William Hale Thompson when there is
not an Al Smith to lead. 1

There is general recognition by American politicians of this situa-
tion, The Republican Party in 1920 deliberately used an anti-interna-
tionalist appeal—similar to an anti-British appeal, as anti-British sen-
timent helped prevent American entrance into the League of Nations—
to unseat the Democratic Administration. The same strategy was
utilized by a majority of the Republican politicians in their opposi-
tion to Mr. Hoover in the 1928 pre-convention campaign. They knew
that the most effective propaganda they could use against him was to
call him pro-British. They called him “Sir "Erbert.” They emphasised
that he had lived much of his life in England. He is one of the few
national figures who have survived the charge of being pro-British.
Perhaps the reason is that he had an alibi in his anti-British crusade
against the rubber monopoly. At any rate it is clear that Democratic
and Republican politicians, including Mr. Hoover, do not underesti-
mate the power of anti-British immigrant opinion.

That is not to deny that the Anglo-Saxon minority still rules this
country, politically as well as intellectually and economically. But
even this minority is not as friendly toward Britain as some pro-
fessional utterances might indicate. It resents what it considers the
patronising attitude of the British—an unforgivable sin to a class
which cherishes the exclusive privilege of patronising others. Among
the professions any foreign influence is apt to be Continental rather
than British. In the army, navy, and diplomatic service there is little
love of the British. Instead there is positive hostility.

Such hostility, as indicated, is not new. It has come down from the
American Revolution in our history text-books. The same spirit made
Americans ready to go to war with Great Britain over a boundary
dispute in Venezuela, as to the merits of which the average American
knew nothing and cared less. Without preparation, President Cleve-
land was able to tap a great gusher of British hate which flowed over
the cross-roads, the villages, and the cities into the press and onto
the floors of Congress. War was demanded. The Unthinkable was called
“inevitable” by senators. Nothing but British statesmanship prevented
war. There was no evidence of fairness, much less of blood friendship,
in Secretary Knox’s note to Great Britain in the Panama Canal Tolls
dispute. There was less in the Congressional debates. Even when we
were on the point of entering the World War on the Allied side the
diplomatic notes of Secretary Lansing to Britain in the freedom of the
seas dispute were as bitter as those usually followed by a declaration
of war against the recipient.
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If ever the much-talked-of kinship should have operated to produce
friendship it was during the World War. But the official alliance of
that period was not reflected in any love of the American troops for
the British. Yankee doughboys do not return in numbers now to renew
pleasant associations in England. Indeed, the relatively small general
American tourist trade in England is indicative of the lack of positive
sympathy between the two peoples. The British speak our language, |
even our slang. They show our movies, they re-print our fiction, they
have Americanised many of their newspapers and hotels and shops.
They have the best motor roads in Europe, the most charming country-
side, the most famous lakes, the most beautiful churches, the cultural
shrines of the English-speaking world. Logically, England should be
the American tourist’s paradise. But the larger tourist trade washes
other shores.

Americans who go to England do not, as a rule, like their “cousins.”
Even Ambassador Page, who was later pro-British almost to the point
of treason in his sabotage of the policies of his own Government, could
write in a private letter to his friend, Secretary Houston, August 24,
1913, of the Briton’s “unctuous rectitude in stealing continents.” “I
guess they really believe that the earth belongs to them.” ® But, as he
added in a later letter to President Wilson: “The future of the world
belongs to us. These English are spending their capital. . . . Now,
what are we going to do with the leadership of the world presently when
it clearly falls into our hands? And how can we use the British for the
highest uses of democracy?” Apparently the British have no monopoly
on “unctuous rectitude,” though probably at least a better sense of
humour than that of Ambassador Page. Mr. Page’s earlier opinion of
the British was not unlike that of many of our diplomats who are
now so fond of the Geneva jibe that “England expects every Swede to :
do her duty.”

Vicious attacks on Great Britain during the Kellogg Treaty and
cruiser bill debates in the winter of 1928-29 by such senators as Mr.
Blaine and Mr. James Reed were little-exaggerated versions of opin-
ions expressed by the man on the street. Senators and press corre-
spondents who have followed Congressional debate for years said that
never in peace-time within their experience had there been such unre-
strained attacks on any foreign nation. So marked was that hostility
that Prime Minister Baldwin, when under fire from the Opposition in
the House of Commons, was able to use successfully for the moment
the excuse that “suspicion” in America toward Britain was so great
that further naval disarmament proposals by his Government would
be “useless.”
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These American “suspicions” are commonly ascribed by the British
to an inferiority complex. Thus “Augur” writes in the Fortnightly
Review: “The maval conference at Geneva and later developments
prove that people in responsible positions in the United States have
a deep distrust of the intentions of Great Britain and are inclined to
see hidden plans of aggression in all proposals made by the British.
It is clear that the complex of political inferiority which existed among
the Americans before the War has not vanished completely even now
when really there is no cause for it. The fear of Great Britain has dis-
appeared, but, instead, the inferiority complex breeds a suspicion which
must be destroyed before the two countries can come together.”

Perhaps at this point we should recall that “profound secret of which
the Americans are unaware,” as disclosed by another Briton, Mr. L. ].
Maxse: “The self-complacency of official England, which is no less
exasperating to unofficial England than it is to foreigners, is never a
mask for Satanic cunning or diabolic cleverness, but it is sometimes
a cloak for somnolence, stupidity, ignorance, and ineptitude.” If that
be true, unfortunately, the average American cannot be expected to
understand it, especially in times of crisis. If the time ever comes when
the Washington Government wants to turn the luke-warm friendship
or positive dislike of large numbers of Americans for Britain into hatred
—as was done in the case of Germany—there is no evidence that the
task will be a difficult one.

There are all too many skeletons in the British closet; many of them,
indeed, not even in the closet. There is India.” There is the Mui
Tsai (child-slavery) system in British Hong-Kong and British forced
labour in Africa. There is British sabotage of the American reforms pro-
posed at Geneva for international control of production and traffic in
drugs. There is Egypt. There is the British exclusion policy against
American oil companies, the activity of the British in the Panama Canal
region, the discrimination against American stockholders in British
corporations. There is imperialism, which means, to many if not to most
Americans, British Empire policy.

Americans are more familiar with the faults of British policy than
with its virtues. Doubtless that is one reason they love Britain so
little. She offends their sense of justice and fair play so often in dealing
with weaker people. And Americans—whose capacity for puritanical
hypocrisy is unequalled anywhere in the world, unless it be in Britain—
cannot respect any other nation which treats defenceless peoples as
we treat the Haitians, Nicaraguans, and others.

There is also the matter of prohibition. Bigotry of “Dry” extremists,
which is creating such a serious domestic problem, is carried over to
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poison our relations abroad. Much is made of British rum-running.
Little credit is given the British Government for the unusual measures
it has taken in Bermuda and elsewhere to co-operate in the enforcement
of a foreign law which is disapproved by most of its own citizens; nor
is there appreciation of the restraint of the British public and press
when, as in the I'm Alone case, the American coast guard sink British
flagships with loss of life on the high seas.

Given this tendency to be less than fair to our “cousins” and given
the skeletons of British imperialism so familiar here, any American
Government propaganda agent worth his salt could in a crisis “sell” the
idea to “make the world safe for democracy” by fighting Britain.

Not that the latent hostility is all on one side. The British recipro-
cate. Even in these post-War years, when most British newspapers and
officials have been trying so hard as a matter of deliberate policy to
be pro-American outwardly, there are constant and unconscious evi-
dences of that patronising attitude Americans resent more than any-
thing else. At times this official pro-American resolution breaks down,
as when under the provocation of the Coolidge Armistice Day address
of 1928, the name of the American President was jeered in the House
of Commons. Incidentally this episode, with few exceptions, was not
reported by the British or American press.

In his book, British-American Relations, Mr. J. D. Whelpley states
on the basis of many years of friendly observation of British public
and private sentiment that the Englishman’s opinion of Americans “is
not as favourable as the American’s opinion of the Englishman. There
Is a certain peculiar unchangeableness in the British attitude as a
nation and individually. It might be described as one of tolerant
dislike, though this is perhaps too strong a term to use. At times
this feeling comes very much to the surface, and at other times it is
submerged under the emotions of the moment, but it is always there,
and takes the form generally of a vague distrust as to motives, uncer-
tainty as to what the American will do next, and lack of sympathy with
American stridency of life and lack of reserve. There is generally a
certain amount of patronage in such approval as is given and a feeling
of justification when an American does something which is disap-
proved. There is a full appreciation of American energy, resource,
vitality, and accomplishment. There is always an under-estimate of the
spiritual forces at work in America and an over-estimate as to the'
importance with which material things are regarded in that country.” ®
Mr. Whelpley’s last sentence is also an uncomfortably close description
of the pre-War attitude of the British toward the Germans. Most ob-
Servers, whether American, British, or foreign, find in the British atti-
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tude toward Americans this same dislike or worse. Here are a few
examples, taken at random:

Mr. C. E. M. Joad, British professor of philosophy and author of
The Babbitt Warren: “Perhaps it is because they dimly apprehend
this fate for England, fearing that it may become the toy and the play-
thing of the vulgar rich from over the seas, its culture lost, its beauty
shattered, and its people parasites, that the English dislike America.” *
But most observers tend rather to emphasise the political aspects. As
Colonel House wrote to President Wilson in 1919, remarks frequently
quoted in England: “Almost as soon as | arrived in England 1 felt
antagonism to the United States. . . . Relations of the two countries
are beginning to assume the same character as those of England and
Germany before the War. By her industry and organisation Germany
was forging ahead as the first power in the world, but she lost every-
thing by her arrogance and lack of statesmanship. Will it be Britain
or the United States who will commit this colossal blunder?”

It must be said, of course, that the British are not original in their
dislike of us. As Mr. Edwin L. James, foreign correspondent of the
New York Times, reports: “Of all the peoples in the world, the Ameri-
cans are now the least loved. That is one way of saying that the United
States of America is the most unpopular nation on the face of the earth.
By degrees all civilised countries are being divided into two parts—
the United States and the rest of them.” **

Mr. Samuel Samuel, a member of Parliament and Dutch-Shell oil
official, not long ago told a London audience: “We cannot trust the
United States. She is trying to dominate Great Britain.” ** The Dean
of St. Paul’s, in his book England, says: “If the British flag were hauled
down in the North American continent it is more than possible that
the nations of Europe, enraged by the bloated prosperity and airs of
superiority of ‘the man who won the war,’ would combine to draw
Shylock’s teeth; and Great Britain, after losing Canada, would no
longer have any motive to help a nation which, in the circumstances
supposed, would have finally forfeited its friendship.” When this was
quoted on the floor of the Senate, British clergymen sent a denial that
it represented the views of any considerable number of Englishmen.
Perhaps not in quite such an extreme form.

According to Mr. Bertrand Russell, in his Prospects of Industrial
Civilisation: “It is, of course, obvious that the next Power to make a
bid for world empire will be America. America may not, as yet, con-
sciously desire such a position, but no nation with sufficient resources
can long resist the attempt. And the resources of America are more
adequate than those of any previous aspirant to universal hegemony.”
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Mr. J. W. Brown, vice-chairman of the National Federation of Pro-
fessional Workers, in opening the International War Danger Confer-
ence in London in 1927, was more specific: “America is undoubtedly
the most ruthless and aggressively imperialist nation at present. It is
in the imperialistic policy of the United States that great danger exists
for future war.” 12

Discussing the occasion when members of the House of Commons
jeered at the mention of President Coolidge’s name in connexion
with the 1928 Armistice Day speech, Mr. John L. Balderston cabled the
New York World from London: “Although I have worked here as
newspaper correspondent for 14 years, | have found an England this
week that was strange to me, an England whose feelings—at least those
of the governing class, which is easy to sense—are extremely difficult to
explain. But it seems, at least to one observer, that the Coolidge pro-
nouncement, though of course isolated, signalises a new difficulty and
possibly a dangerous era in Anglo-American relations.” ** On the same
day the usually careful London Times printed in large type at the
head of its letter column, a place usually reserved for contributions
expressing the view of the newspaper, a communication which charged
that the United States at the Washington Arms Conference tricked
Britain into scrapping new and good naval ships in exchange for
American ships of doubtful value.*

Mr. Balderston quotes the London News as stating that the talk of
the “unthinkableness of Anglo-American conflicts now or in the distant
future hardly fits the fact.” ** Later the London News admitted that
relations between the two countries “are more delicate than they have
been for a generation;” and the London Chronicle declared: “We stand
at a critical epoch; the next four years may well determine for the long
future the relations between ourselves and America.” ®

Mr. Frank H. Simonds, one of America’s best informed foreign ob-
servers, finds: “So far there has been a general unanimity both in the
United States and Great Britain on the verdict that an Anglo-Ameri-
can war was unthinkable. Now, however, one must face the fact that in
Britain and on the Continent there is a growing fear lest the unthink-
able becomes a very real and well-nigh inescapable menace. Europe,
which has a long and unhappy experience in reading the signs which
forecast stormy international weather, begins to interpret the new
signs with the accustomed standards.” ** Mr. Simonds’ reference to the
opinion of Europe is easily verified. For instance the New York Times
reported from Rome, November 14, 1928, that “almost all the news-
papers consider it (the Coolidge Armistice Day speech) foreshadows
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a gigantic struggle between America and England for world leader-
ship.”
, Senator Henri de Jouvenel, former French delegate to the League of
“ Nations, told the War Danger Conference in London in 1927, that
there would be another world war by 1935, and added: “If we should
| see another European war the United States will not be on the same
|| side as England.” ** According to War Commissar Voroshilov of the
' Soviet Government: “One must not be particularly far-seeing or a
political bolshevik to foresee that a solution of the aggravated English-
‘ American controversies lies in the long run in the path of armed con-
flict. This clash, enforced and violent, will exceed all the bloody slaugh-
ters recorded in the history of mankind.” ** General Ludendorff thinks
| that such a war is not only possible but “more possible than war
| seemed possible between America and Germany years ago. For, between
America and Britain, there are undeniably, strongly conflicting inter-
;i ests and policies.” *°
Lieut. Comdr. J. M. Kenworthy, M. P., says: “The danger of Anglo-
American conflict is as real as was the danger of war between Britain
and Germany in 1905. We are heading straight for the same tragedy
as 1914.” 2 Field Marshal Sir William Robertson, former Chief of the
British General Staff, frankly compares the United States to the
Prussia of 1914. Speaking to the League of Nations Union in London,
Dec. 5, 1928, he said: “America, influenced by imperialistic tendencies,
apparently, means, whatever happens, to go on increasing her navy,
and her official utterances on the question of armaments not infre-
quently bear a close resemblance to those claims which we were so
] ‘ accustomed to hear made by Germany before the tragedy of 1914.” **
| |

|
|
‘\ AMERICA CONQUERS BRITAIN
I
|
i

The truth or lack of truth in these opinions of Europeans and of
Britons will be considered later; the point here is that such opinions
of us are held abroad—though usually not openly expressed except
under extreme Yankee prodding. Before we dismiss such opinions as
' those of scaremonger journalists, bolsheviks, and militarists, it is
' necessary to note that they are confirmed in a general way by the
highest political authorities in Britain. Mr. Stanley Baldwin, leader of
| the Conservative Party, said while Prime Minister: “I think Presi-
' dent Coolidge is right. I think there is lacking between Europe and
America mutual understanding, and I regret it profoundly. . . . I do
not pretend to see a way out, but I think this worthy of reflection
and consideration.” 2* Mr. David Lloyd George, leader of the Liberal
[ Party and former Prime Minister, has said: “I am frankly alarmed
over our relations with America.” **

Prime Minister MacDonald said—before he took over the Govern-
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ment, of course—: “The relations between the United States and Great
Britain grow increasingly unhappy. The usual committees of friend-
ship are being formed—always an ominous sign, and the usual signals
of a faith in doubt are being flown, such as: “War between the United
States and Great Britain is unthinkable.” When I hear that I am
reminded of the sailor who in dire peril expressed a thankfulness that
his religion was still left.” *

It is true that several of the above quotations were provoked by
Coolidge speeches, and that the Hoover-MacDonald conversations of
1929 stimulated more friendly public statements on both sides of the
Atlantic. But, just as the old Anglo-American antipathy was stimu-
lated though not initiated by Coolidge, that friction is not removed
by the extreme prophecies of everlasting friendship occasioned by
Mr. MacDonald’s visit to Washington. Causes of economic conflict
and armed war are too deep to be judged by surface waves of popular
feeling resulting from favourable or unfavourable propaganda winds.

In the midst of the Hoover-MacDonald friendship negotiations, the
MacDonald Government officially and directly was fighting two special
trade battles against the United States, and the Hoover Administration
officially was trying to force through Congress a higher tariff law
deliberately designed to exclude many British products from this
country. The MacDonald Government sent the official d’Abernon
mission to the Argentine Government and obtained an agreement giving
Britain many millions of dollars’ worth of trade which had been going
to the United States, and which Mr. Hoover hoped to retain on the
strength of his Argentine tour a few months earlier. While Mr. Mac-
Donald was nearing New York on his visit to the President, his
Cabinet colleague, Mr. J. H. Thomas, was boasting of having taken
; large amount of Canadian coal and steel trade away from the United

tates.

Mr. Thomas in making to the Brighton Conference of the Labour
Party the first official announcement of the result of his Canadian
mission, said: “I found that Canada was importing from the United
States 15 million tons of bituminous coal every year. I convinced the

| Canadians that some of that should come from England and Wales,
| because every 300 tons mined in this country means enough work to
support a miner and his family one year’—and, he might have added,
means work taken away from American miners of whom tens of thou-
sands are unemployed and other tens of thousands are on part time.
When a member of the Brighton audience asked Mr. Thomas why
he had not told the good news of the steel orders before, he replied:
“Because if 1 had talked too soon the United States steel producers
19
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would have got into the Canadian market with offers of their goods
reduced $2 or $3 a ton, and | was more interested in increasing our
export trade than in satisfying public curiosity.”

To which a delegate shouted the objection that Britain “should not
begin economic warfare against America, at the very time when the
Prime Minister is going to Washington on a mission of world peace,
because all wars have economic origins.” **

This does not mean that the Prime Minister and the President in
their good will negotiations and statements were hypocrites. But it
does mean that the trade war at the same time is increasing with a
force which sweeps Prime Ministers and Presidents along with it. As
Mr. MacDonald has explained—when not on good will missions—
Britain must increase her exports to survive. As Mr. Hoover has
explained—when not a good will host—our prosperity depends on
keeping the foreign markets which absorb our 10 per cent industrial
production surplus. Now it so happens that our Canadian market,
raided by the MacDonald Government, is our largest world market.
Our Argentine market, raided by the MacDonald Government, is our
largest Latin American market, almost as large as that of any three
other Latin American customers combined. It also happens that those
are “our” markets chiefly because we captured them from the British,
and only so long as we can prevent the British from recapturing them
from us. All of which is only one little front in the Anglo-American

economic world struggle, which cuts under and through the tentative
Hoover-MacDonald naval truce.

HUSH-HUSH

There are two popular attitudes toward the fact of Anglo-American
economic conflict, and the further fact that historically such rivalry
usually has resulted in armed war. One is that of bland denial of the
facts, without proofs or arguments. Such is the familiar course of
orators at Anglo-American dinners and occasions of one sort and
another. Thus Mr. Charles Evans Hughes, who has participated per-
sonally in the Anglo-American conflict as Secretary of State and as
attorney for the American oil interests, told the Pilgrim Society of
London in the summer of 1929: “Happily we have no controversy
threatening our friendship—merely injudicious utterances of the irre-
sponsible and irrepressible.” ** This, of course, is the set speech of
practically all diplomats of the two governments,

Another popular attitude is silence. Especially those who hold most
strongly to the Unthinkable War idea, want to stop discussion of the
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existing conflicts. This group, and many brilliant peace advocates on
both sides of the Atlantic are included, have the notion that the
disputes can best be worked out in secrecy or semi-secrecy. Thus they
throw over their ideal of open diplomacy. To accept this hush-hush
method is to renounce hope of intelligent popular control of foreign
policy. What either government has ever done without popular pres-
sure in peace-time—which is the only time there is any chance of
intelligent public opinion—to justify trust in such secret diplomacy, we
are not told. Since both countries operate nominally through a system
of representative government, it would seem that if the people are not
able to hear the truth regarding foreign relations, they are not capable
of judging the issues or exercising an election mandate upon such
issues.

The fallacy of this silence panacea goes deeper, however, than a
mere inconsistency in the theory of representative government. Judged
only on the basis of practical results, the method of suppressing dis-
cussion has the opposite effect from that intended and claimed by its
peace advocates. Belligerent propaganda is not and cannot be stopped.
The only thing that is silenced is intelligent and responsible discussion.
That has been demonstrated repeatedly in the case of naval rivalry.
Results are the same, though less obvious, in economic conflicts. Take
war debts and the rubber monopoly.

In the case of the debt,*® the British people would not feel the same
bitterness against the American “Shylock” if they understood the
situation governing American policy, nor would the American people
be so unwilling to cancel all of the debt if they appreciated the British
need and the economic fallacy of international war debt payment. Here
is a fair example of the failure of the friends of better Anglo-American
relations, who go about making pretty speeches of the all’s well variety
and cursing those who dare mention the serious misunderstandings.

British friends of peace, to say nothing of the British friends of the
United States, do not give their countrymen the American side of the
case—it is not the whole truth, but it is a half-truth without which
the British cannot arrive at a just or intelligent opinion. Anglophile
Americans do not explain to this country the psychological and eco-
nomic justification for forgiving our debtors. Instead, this pro-British
minority among us is strangely silent whenever a practical defence
of the British position on an actual issue is needed.

The debt situation in the United States is clear. The Government
would cancel all of the debt if such action were politically expedient.
But American voters object, and object strenuously, chiefly because
they are uninformed. Their ignorance on this subject, and their hostility
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born of that ignorance, is so great that the Government has to lie to
them about the debt funding settlements already made. To this day,
they do not know that those funding agreements did cancel war debts
from 30 to 80 cents on every dollar. Cancellation of the British debt
amounted (at a 5 per cent interest rate) to 30.1 per cent of the total.
Whatever the coolness in this country toward Britain, it is a safe
generalisation that most Americans would rather die for Britain
than lift a finger to help Mussolini. If they understood that Mussolini
made even a paper settlement only under duress and only after the
promise of a virtual bribe in the form of a new loan larger than his
partial debt payment, and that he was then granted an 80.2 per cent
debt cancellation, they would not be so eager to penalise Britain for
being the first foreign nation to fund its American debt and the only
one to do so voluntarily. Logically, to be sure, Americans might be
more anxious to drive a hard bargain to weaken their chief world
competitor, than to restrict by debt collection the war preparations of
Fascism which do not concern them directly. But they are not moved by
logic. They would not wittingly, at the expense of a parliamentary
government, befriend a system so alien as is Fascism to their faith
in the perfection of the American form of democracy. Even though
an intelligent discussion of the war debt issue left the problem unsolved,
it could hardly fail more completely to mitigate the bitterness on both
sides than has the method of silence.

Analagous to British hostility toward America because of debt col-
lection is American vindictiveness toward Britain over the latter’s
rubber monopoly. The fact that Britain “did not get away with it"—
to use the familiar Americanism most often applied to this dispute
—does not lessen the tension.

Mr. Hoover’s handling of the rubber controversy, while Secretary
of Commerce, is a perfect example of how not to handle Anglo-
American relations. It is discouraging evidence of the capacity of
otherwise intelligent and well-meaning officials to sow the seeds of war
psychology, through stupidity or worse. Here was a growing dispute,
which did not break upon officials unexpectedly. Its potentialities were
especially dangerous because, unlike most international issues, it
touched practically every American family directly and immediately.
It meant that the millions of American buyers of motor cars would
have to go without a car or pay more. It meant that they would have
to pay more for tires every few months.

The situation could have been explained calmly by the Government
from the beginning and before the crisis developed. That would have
accomplished two things. Americans then would have understood that
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foreign monopoly price-fixing of a commodity of which they were the
chief consumers, while not justified, was no more than British retalia-
tion against our prohibitive tariff and was one way of paying the
British war debt to us. Probably also such a discussion here would
have lifted the counter-discussion in England to a similar plane of
friendliness and intelligence, which might have influenced that Gov-
ernment to discontinue gracefully and sooner an impracticable plan
which in the end it had to disown as a failure anyway.

But American officials and publicists watched this growing conflict
in the silence so dear to those whose panacea is to ignore such disagree-
able situations. The people knew nothing about it until the crisis. Then
they wanted to know just one thing: Who put up the price of tires?
They were in a mood for propaganda, and they got propaganda without
stint. Mr. Hoover and others began a shrill anti-British campaign.
It was an effective campaign because, as is usually the case, there was
so much truth in it. But the whole truth was not in it. The British side
was never stated. Nor were the people told that certain American tire
companies were pyramiding the British monopoly prices of raw rubber.
Only a few Progressive senators and publicists, most vehemently hated
by the professional Anglophiles, tried unsuccessfully to voice these
reservations in the midst of the general hubbub. Even now the Ameri-
can farmers, who are not only tire users but the most rigid sticklers
for full foreign debt collection, do not know that the British rubber
scheme was close akin to their own farm debenture plan for an export
surplus. Nor do the American people as a whole know that the British
plan was only a “reverse-English” tariff, which, if anything, was less
unfair to Americans than our high tariff wall is to our British debtors.

That American Government’s propaganda ended, for the time, in
characteristic fashion—in the glory and self-righteousness of a pseudo-
nationalistic victory. “We beat the British.” Of course, we did not win
the rubber war, any more than we won the World War. Sabotage by
Dutch planters broke the attempted British-controlled production
monopoly upon which the restrictive price-fixing scheme depended.
Or, put in broader terms, failure was caused by the economic impossi-
bility of permanently raising prices in a world market without stimu-
lating competing outlaw production. Nevertheless, it was politically
expedient for Mr. Hoover and his associates in the Government and
in the American rubber companies to claim the victory for the United
States, and for the sacred American foreign policy of the Open Door
n all territories not closed by the United States. Another crusade to
make the world safe for democracy!

The net result of the Government’s propaganda and of the mis-
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guided silence of advocates of Anglo-American peace, is increased
American nationalism and imperialism. This is precisely the sort of
thing which would rise up to curse us in a war crisis. Moreover this
anti-British propaganda has been used skilfully to blind Americans to
the methods of imperialism and labour exploitation employed with
the blessings of the Washington Government by Yankee rubber com-
panies in Liberia and elsewhere to “free America from the British
monopoly menace.”

So one Anglo-American controversy after another could be ex-
amined to show that silence by friends of peace has contributed to the
mutual misunderstanding. Never have international economic conflicts
been resolved by refusal on the part of some to recognise their existence.
Could the people of Europe have understood in advance that the
causes driving their nations to war were not essentially spiritual con-
flicts between Huns and Hosts of the Lord, but economic struggles for
iron and coal and oil, for colonial raw materials, for surplus population
and production outlets, for strategic lines and bases, for sea supremacy,
would the peoples then have fought? Perhaps. But if such popular
knowledge of war causes and war aims cannot prevent an Anglo-Ameri-
can war, probably nothing can. Compared with this peace insurance
other guarantees against war are insignificant.

Unfortunately most of the peace movements of both America and
Britain rely almost exclusively on safeguards other than an understand-
ing and settlement of basic economic conflicts. They ignore or delib-
erately gloss over those realities. They see Utopia in terms of treaties
and the kind of naval limitation or truce which passes for disarmament.
Certainly no intelligent person can belittle the temporary settlement
of political and naval disputes resulting from economic conflict. But
neither can he assume that the cause is thereby eliminated.

Since the War such a false assumption has been made more than
once by Americans and Britons, in the sudden reversals of public
opinion controlled by officials. Perhaps those uncritical reactions have
been more characteristic here than abroad. First it was the Washington
Naval Treaty. The speeches of Secretary Hughes and Lord Balfour
acclaiming an end of naval rivalry were believed by the people. When
the exaggeration was discovered, the public went to the other extreme.
And partly because of that reaction the country for six years wallowed
in anti-British and big navy propaganda. Then came the Kellogg
Treaty outlawing war. That seemed a large order, and rather sudden.
But the public took the sweeping statements of that Treaty literally.
Later its jokers began to appear. It turned out that the Treaty had
only a “moral” value and was not legally binding. It turned out that
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so-called defensive war was recognised with each nation its own judge
—in other words, the Treaty would not have prevented the World
War or any other war in modern history. Soon after the Treaty was
ratified, Mr. Kellogg and the President were proclaiming that arma-
ment and arbitration treaties were necessary to make it effective. And
the people were asking how the Kellogg Treaty could be a guarantee
of peace one minute and revealed the next as only high-sounding words.
It was not that the people themselves had expected too much of the
Kellogg Treaty, or the Washington Naval Agreement. They had been
led to expect too much by well-meaning, though over-anxious states-
men. That applies to the naval negotiations of 1929-30 too, and to the
prospective treaty.

In the midst of the Hoover-MacDonald conversations in Washington
it was officially indicated that all friction had been removed in all
disputes. Why exaggerate? There was so much friction over war debts
the subject could not even be mentioned in the official statements.
There was so much friction over the freedom of the seas dispute they
were afraid to put it on the agenda lest it break up the naval con-
ference. Economic conflicts were untouched.

Treaties are not enough—not even an unconditional arbitration
treaty, which is much needed. Britain and America, no less than
Germany, have violated informal agreements and formal treaties, and
will do so again with sufficient provocation. Armament reduction is
good. Men fight when they are armed. But they fight also when they are
unprepared—as America was unprepared in 1917. They fight whenever
it is to the economic interest of the governing class to make them believe
that an Unthinkable War is a Holy War.

If ever they refuse to fight, if ever they refuse to believe the propa-
ganda and war lies of governments, if ever they decide that the actual
faults of the “enemy” cannot be corrected on the battlefield, it will
be because they understand the nature of the conflict. Armed with
knowledge, they may not fight with guns. Those who preach the
unthinkableness of war between the United States and Britain, those
who pray for silence regarding the present Anglo-American economic
conflict, have perceived a half-truth, but a most dangerous half-truth.
They see that public opinion is the only hope. But they do not see
that uninformed and unintelligent public opinion is the great menace.
No militaristic government ever gets more insane, more destructive
than a war-mad mob. Soon or late come crises, soon or late come
stupid or vicious governments ready to convert such crises into war.
{\nd if that time should come, British and American public opinion
In its present state could not be trusted.
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There is danger of eventual war. There is a fierce struggle for
foreign markets, raw materials, financial supremacy. But that struggle
in itself is not the gravest danger. The danger is in the people’s
ignorance. They believe that international conflicts can be settled by
armies and navies. They still believe that a war can be won.



Chapter Two

TWO EMPIRES

The question is whether this economic war, and its resultant

political conflict, will lead to armed war. Capitalists and offi-
cials, and the public opinion which controls or fails to control policies,
can prevent a war of guns. They cannot stop the economic war. They
can only mitigate its dangers.

For this economic war is not caused by popular misunderstandings,
nor by capitalist machinations, nor by imperialistic governmental poli-
cies. These intensify, but do not create the conflict. Rather are they
created by it. The conflict is the natural and inevitable result of eco-
nomic conditions obtaining in the two countries and in the world.
These basic national and international economic conditions have devel-
oped by a slow organic process. There is no chance of quick change.
The World War did not change it; but merely accelerated that process.
Neither peace nor war in this generation can reverse its direction:
though they may affect its tempo. These economic conditions can no
more be wiped out than the two countries themselves can be made to
disappear. Therefore the economic war produced by those conditions
is permanent in our time. Only the nature and the consequences of
the conflict can be influenced in part by us. But, given intelligence, that
might be sufficient to prevent armed war and worse economic conflicts
which would result from armed war.

The possibility of changing popular attitudes and commercial and
political policies, which will determine whether this economic war
results in armed war, is limited. For those attitudes and policies are
not accidental or arbitrary. They necessarily reflect economic interests.
To the extent that conditions are common to both countries, the public
sympathies and governmental policies are virtually the same. But, in
the main, conditions are antithetical—therefore the conflict. To recon-
cile such conflicting attitudes and policies, between the peoples and
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between their statesmen, the two peoples and governments must con-
clude that it is to their selfish national interest to prevent the economic
strife from growing until it forces armed war—or, as orators prefer
to express it, they must decide to prevent such armed war for the
sake of humanity and so rise from the national to the international
point of view.

In any event the economic conditions continue. And those conditions

of the 20th century are favourable to America and unfavourable to
Britain.

DECLINE OF THE BRITISH EMPIRE

British conditions of over-population, insufficient food, and inade-
quate raw materials were not the handicap in the 19th century that
they have been since. And Britain’s chief economic asset, coal, is not the
advantage to-day that it was then.

In the last century Britain was able by superior skill and daring to
create out of her limited resources and physical isolation what ap-
proximated world hegemony. In the century which brought the Indus-
trial Revolution she became the first and strongest industrial nation,
She became the world’s manufacturer, merchant, and banker. Partly
isolated from warring Europe by the Channel, during her periods of
relative peace following the Napoleonic wars she grew prosperous while
others wasted their energies and substance in fighting. She had excess
labour, waiting to be absorbed by the new industries. She had superior
scientists and business men. She had, in her abundant and accessible
coal deposits, the best fuel supply of that day and the prime requisite
for industrial development. Lacking raw materials, she had the inge-
nuity to get them from foreign lands either by hook or crook. She had
world markets, natural and unnatural, and she held them by force of
arms if necessary.

Thus she exacted tribute from the rest of the world. She grew rich.
She put her profits back into world investments, and into a navy to per-
petuate her holdings and her power. Whenever a serious competitor
arose, she eliminated that competitor by war. Germany was not the
first—and may not be the last.

But even long before Britain fought and—with the help of most of the
world—defeated Germany, she was losing her dominant position. Her
condition had remained the same, but the world had changed. Thus her
position changed because the rest of the world was catching up. Most
of the Western world was going through that same transformation from
an agricultural to an industrial civilisation which she had anticipated.
This process did not at first reduce her European markets, but rather
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changed the nature of them. She now provided most of the machinery

and some of the capital for her neighbours to become her competitors,

and profited indirectly and directly from their industrial develop-

ment and growing wealth. But to feed her basic, and no longer unique,

steel and textile industries, she was driven finally to compensate for

the gradual loss of European markets by the creation of markets in the

world’s undeveloped areas. Her dependence on colonial markets in- 1
creased. As it increased, her European neighbours grew into competitors
for those colonial markets. Her position of economic world dominance,
which was at first natural, thus became unnatural.

To maintain her unnatural position, Britain had to resort increas-
ingly to political and military force to retain her territorial and non-
territorial economic empire. Her profits by this time were coming less
from serving economic needs of others seeking such service, and more
from exploitation of weaker peoples who had no choice. Or, as the
British imperialists phrased it, she insisted on shouldering the “white |
man’s burden.”

The first problem which grew out of this unnatural relationship was
not so much incipient revolt by the exploited, as the rivalry of Britain’s
European neighbours over the privilege of carrying this white man’s
burden. Colonial markets and raw materials, though not at first so
necessary to the survival of the European competitors as to Britain,
seemed more and more important to them. So, with a similar urge and a
similar goal, the western European nations followed her first in indus-
trial development and then in consequent political imperialism.

As the race of imperialism swept forward, it soon became clear that
although Britain had the advantage of a long start some of her rivals
had more natural advantages. Her rivals were more nearly self-sup-
porting in food supplies and better equipped with industrial raw
materials. Germany’s coal in the Ruhr was equal to England’s and,
when combined with Lorraine iron, placed Britain at a major
disadvantage.

Moreover, two new sources of energy, the basis of industrial power,
had appeared. Petroleum and hydro-electric power were both better
than coal. Britain had no oil; Germany and her European neighbours
had a little. Britain had inadequate hydro-electric power; her com-
petitors had plenty. Nations once dependent upon British coal began
the hydro-electric development which is making them independent
of her.

Britain still has coal. But she can build no new economic empire
upon it. She cannot even maintain with it alone the empire which it
chiefly created. It has become a liability. It is the main source of her
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unemployment. It prevents the modernisation of her industrial plant
upon which her future in the international race depends.

These are the British economic conditipns upon which her genius
built world dominance in the 19th century Industrial Revolution. And
these are the same conditions which place her in a weak position in the
second industrial revolution which began to develop early in the 20th
century—the shift from the coal age to the oil and electric age.

Therefore she was losing ground even in the first decade of this
century. Her proportion of the world’s trade had dropped from 21.6
per cent in 1871-75 to 15.3 per cent in 1913. Exports in her basic in-
dustries of coal, metals, and textiles, were still rising, but less rapidly
than those of her competitors; and she was not getting her share of
trade in the newer industries.

International competition for markets and raw materials created an
explosive international political situation. To add to her troubles there
was serious revolt behind the lines. As competition forced her to press
harder upon her exploited colonial peoples, they in turn were driven by
a new spirit of discontent and defiance, As competition forced the
British workers along at a faster pace, they too began to mutiny. Of
those three parallel processes undermining British power—labour un-
rest, colonial revolt, and the clash of rival imperialisms—the latter
reached a crisis soonest.

So came the World War, the result primarily of economic conflict.
It retarded development of some economic conditions and accelerated
others, but it produced no basic change in such conditions in Britain
or elsewhere.

Because she was losing economic power before, the natural result of
the War was to speed the process by which she was going down in the
scale and others were going up. It did so. Britain was compensated
somewhat for those natural losses by unnatural gains; that is, by
temporary elimination of Germany as a competitor and by acquisition
of new colonial raw materials and oil resources.

But her losses were far greater than her gains. Her gains were chiefly
the result of arbitrary political and military settlements, which, inso-
much as they violate natural economic relations, will not last and
while they last will tend to defeat their purpose. She shares directly,
and indirectly through the economic interdependence of nations, the
destruction of wealth incident to war. The War also accelerated the
processes of labour unrest and colonial revolt which earlier threatened
her power. Moreover it hastened the industrialisation of countries
formerly dependent upon her as a manufacturer and merchant, and
raised new nationalistic tariffs and trade barriers against her. Finally,
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the War failed even to create the chief advantage which Britain
expected. It failed to eliminate Germany as a competitor.

The net result of the War and the peace settlement, imposed by the
victors to ruin Germany, has been to give her new life and a future
potentially the brightest in Europe. The British “victory” has rid
Germany of an archaic, oppressive, and inefficient political system. It
has relieved her of an armament burden such as is now breaking
Britain’s back. It has relieved her from paying more than a larger part
of War costs and debts because neither Britain nor the other would-be
victors can permit her to pay without ruining their own industries and
increasing their own unemployment as victims of the enforced dumping
of German goods. At the price of terrible suffering, starvation of babies,
and elimination of a whole rentier class, Germany’s enforced post-War
financial deflation has destroyed the old. Out of the ruins has risen a
modernised industrial plant and organisation better than any in Europe
and incomparably better than Britain’s. Only a decade after the War,
which Britain was supposed to have won and Germany was supposed
to have lost, Germany is regaining her world market, rebuilding her
merchant marine, repenetrating through cartels the industries of other
countries, and in general becoming a more formidable competitor than
before the War. The volume (though not the value) of German ex-
ports during the first half of 1929 was larger than Britain’s.

No wonder the British now complain, “Of all countries, we are left
with the heaviest taxation, the most obsolete plant, and the least or-
ganised system of production and markets.”

Not that the once dominant Britain has changed. But the world has
changed. And she cannot change—not very much, at least—to meet
the changed world situation. Therefore she is ceasing gradually to be
the world’s manufacturer, merchant, and banker, by which she at first
survived and then conquered; she is ceasing to be the mistress of the
seas by which she enforced her old prosperity. The world does not need
her as of old. So the world will not suffer her as of old. Even her
territorial Empire tends to break up. To retain the Empire she must
remould it in a form dictated by its once voiceless members. Her
troubles are internal; they may prove vital.

RISE OF THE AMERICAN EMPIRE

The World War is no more responsible for America’s strength than
for Britain’s weakness, except in the sense that it speeded certain
processes already under way. Other processes, advantageous to us, were
retarded by the War. The net effect for us was loss. Measured in
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absolute terms the loss was great. Relatively, however, the loss was
much less to America, the younger and potentially stronger, than to
Britain.

Our compensating gain—if there is any 'such thing as gain from war
for anybody—was less than Britain’s. Germany was not our com-
mercial competitor and political rival as directly as Britain’s, Germany
did not menace our territorial empire or our expanding economic
empire. Her mines did not take our coal markets. Her merchant marine
did not worry us. Her army was not at our door. Her navy was not
aimed at us. Her Drang nach Osten did not pierce the lines of our
imperial communications, nor interfere with our strategic areas. Had
Germany won a war with Britain, the United States to-day would be
challenging German world power instead of challenging British world
power—that is the principal difference.

Our Government had sense enough not to seek territorial or mandate
conquests from the War, knowing that our growing invisible economic
empire was more powerful, more profitable, and less vulnerable than
Britain’s obsolete type of political empire. So we did not “profit” from
the War by new land or subjects.

The British say the War made us rich. The rest of the world agrees.
That is not true. It is not true, either directly or indirectly. We would
have been richer to-day, especially in temporary paper wealth at the
expense of Britain and the others, had we let them fight their own war.
But we went in. The Treasury Department estimates our War expendi-
tures, exclusive of loans, at $35,000 million net. Supporting the state-
ment that America lost money by the War, Dr. Harvey E. Fisk in his
Inter-Ally Debts estimates that in terms of purchasing power our
national income fell from $34,400 million in 1913 to $31,000 million
in 1923. There is no adequate measurement for the loss to us in the
death and disability of the young men, the dislocation of industry, the
moral loss to an adult population that conscripts its youth to fight and
gives itself over to hatred; nor for the Prussianisation of our army,
our navy, and our political institutions, particularly the loss of civil
liberties not yet regained.

In an international sense, and in terms of the present and future
Anglo-American conflict, the War was very costly for us. Because it
made us more nationalistic, more distrustful of international treaties
and international organisation for peace, which might otherwise con-
tribute more to the prevention of armed war as a result of Anglo-
American rivalry. Because, moreover, the War has left us the most
hated among nations—an unenviable and exposed position, either in
the present economic war or in the possible resultant armed war.
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The world hates us now, instead of Germany which is inaccurately
charged alone with causing the World War, and instead of France or
Britain which are inaccurately credited with winning it. That is because
the world owes us for much of the wealth destroyed by the War, and
for much of the wealth required for the “victorious” armies and navies
of to-day to maintain the unnatural peace settlement. They call us
Shylock. Those debts to us will never be paid, probably not even on
the present basis of 30 to 80 per cent cancellation.* Germany cannot
pay the Allies. The Allies cannot pay us. In the end the American
taxpayers will pay what is left and what can be paid in terms of
tangible wealth for the remaining War costs. Americans will pay
because some one must and they are the only ones able to do so—that
is, so long as the less wealthy victors are determined to waste their
substance in maintaining larger armies and navies for another war
instead of paying for their last debauch.

Even if we do not collect our War and post-War debts, the idea is
general that we profited largely in another way through stimulation of
our industries and extension of our foreign trade. But that industrial
and agricultural stimulation was one-sided in this country, as in others.
We revamped our existing industries and created new ones for war
purposes. Apart from the waste in such time-pressure reorganisation,
the Armistice found us, as Britain, with war industries not fitted for
peace-time needs. Our agriculture grew like a toadstool, and its surplus
is now poisoning the economic health of the nation. Expansion of our
exports was a matter of war stuffs and food stuffs, and those export
markets were soon lost. The growth of our exports of raw materials,
oil, and manufactured products from 1914 to to-day has been virtually
at the same rate as our normal growth regardless of the War.

We are in a better position than Britain because before the War,
as since, our relative position in world trade tended upward while hers
tended downward; and because we have sufficient resources to com-
pensate for depressed agricultural, coal, and textile industries, while
she has not. Nevertheless we, like Britain, have suffered from post-War
trade conditions, from contracted world markets, restricted purchasing
power, depreciated currencies, new national industries protected by
heightened tariff walls and trade barriers. Those obstacles have been
real, though they have been surmounted in part by exceptional Ameri-
can effort and skill in reorganising home industries and in creating
foreign markets.

But neither the War nor American genius is chiefly responsible for
America’s position of power to-day. Of that power there can be no
doubt. As one enthusiastic American banker describes it: “No other
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nation ever before was at one and the same time the world’s greatest
producer of goods, exporter, reservoir of capital, and dispenser of
credit; our place is one of dominant power.” He exaggerates somewhat.
We are not yet dominant in all things economic. But we are headed in
that direction—despite British competition.

Our growing power is based on uniquely favourable conditions,
which neither Britain nor any other nation has ever had, and upon the
ability of a youthful, adaptable, and energetic people to make the most
of their rich natural resources and peculiarly fortunate world position.
Practically all students, domestic and foreign, agree that these major
factors—superior resources, favoured geographic position, and material
skill—explain our great strength.

INDUSTRIAL SUPREMACY

The significance of our present economic position, contrasted with
that of Britain, is that it is based on natural conditions favourable
not only to retention but increase of America’s present major position.
Those basic conditions include an abundant food supply, unique raw
material and energy resources for industry, the best industrial equip-
ment and most modern technique; the largest of home markets to
absorb the output of mass production; a regulated supply of labour
combining skill and docility, and resulting in high productivity and a
minimum of industrial strife; and, finally, a huge reservoir of capital.

Among these factors perhaps the most important are natural
resources. It is generally estimated that the United States controls
about 40 per cent of the world’s mineral wealth. With less than seven
per cent of the world’s population and only six per cent of the world’s
area the United States is producing 39 per cent of the coal, 35 per cent
of the hydro-electric power, practically all of the natural gas, and 71
per cent of the oil. It is producing, in addition to 60 per cent of the
world’s wheat and cotton, 55 per cent of the timber, 38 per cent of
the lead and phosphates, and 50 per cent or more of the copper, iron,
and steel. In contrast the United Kingdom, with the single exception
of coal, is seriously lacking in all major foods and raw materials. She
must import about 80 per cent of her wheat and flour, 60 per cent of
her meat, almost 35 per cent of her iron, 90 per cent of her timber and
wool, and all of her cotton, copper, nickel, and oil.

American industrial efficiency is based increasingly on its utilisation
of electric power. Its output in 1925 was 81,801 million units, compared
with Britain’s 11,814 million, or an output per capita of population of
710 units compared with 282 units.* In the period 1925-29, there was
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even a more rapid American increase. A comparison in 1928 by the
National Industrial Conference Board of New York of eight major
industries in the two countries states that “the United States, which
uses on an average one and one-half times as much horsepower per
wage earner as in Great Britain, turns out, largely as a result of this
greater use of power, from two and one-half to three times as much
production per wage earner.”® Industries covered were steel, ma-
chinery, automobiles, electrical equipment, ship building, cotton goods,
woollen goods, shoes. Another estimate translates the electric power
used in the United States as equal to the physical equivalent of 150
slaves for each member of the population. The use of power here has
increased almost four times as fast as the growth in population.

According to the Hoover Committee Report on Recent Ecomomic
Changes,* the prime mover capacity in the United States is 800 million
horsepower, or about four times as large as that of Britain. The Report
makes the interesting observation that United States per capita wealth
bears the same ratio to British per capita wealth as the United States
per capita horsepower to British per capita horsepower.

The rate at which American industry is being electrified is char-
acteristic of similar progress in the improvement of machines and
management. We have at least a 10-year lead over Europe in industrial
technique, according to the economist, Dr. David Friday.® These
technological improvements include new machines, better factory
planning as to geographical location, interior “serialisation,” pro-
duction control, improved material specifications and checking,
and decreased labour turnover.’

“Simplification” as preached by Mr. Hoover, is saving American
industry $600 million annually, according to the Department of Com-
merce. And “standardisation” of products is saving $750 million a
year in the automobile industry alone, according to the American
Engineering Standards Committee.” Reduction in types of commodities
produced range in many industries as high as 90 per cent.

Other factors in our industrial efficiency are: increased exchange of
trade information by companies through trade organisations and
associations; improved company and government commercial intelli-
gence services, statistics, and cost accounting; and scientific research.
In practically all of these fields British industry is far behind America.
“We believe that secrecy in business is one of the greatest factors of
inefficiency in British economic life to-day, particularly in comparison
with the United States,” the Report of the Liberal Industrial Inquiry
stated.®

American industry is spending $500 million annually on research,
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the Department of Commerce estimates. But the country of Faraday
and Kelvin is much less interested in industrial research. As an instance
of this indifference the Manchester Guardian Commercial cites the
case of a new lead alloy discovered by the Non-Ferrous Metals Research
Association with a strength weight for weight 40 per cent greater than
lead, and of unquestionable quality: “Yet the association has to
acknowledge that it has failed, in spite of many efforts, to arouse
interest in the new product among manufacturers.” * According to the
final Balfour Committee Report: “Before British industries, taken as a
whole, can hope to reap from scientific research the full advantage
which it appears to yield to some of their most formidable trade rivals,
nothing less than a revolution is needed in their general outlook on
science.” *°

Mergers have been another important factor in American industrial
progress, with the British following far behind. This process accounted
for the disappearance of about 5,000 mining and manufacturing con-
cerns in the period 1919-27—in public utilities in 1926 there were more
than 1,000 consolidations—the Hoover Committee Report shows. There
has been a similar trend in marketing and banking. These consolidations
in many cases have reduced costs and increased profits. They have
hastened the system of mass production, which so many foreign
observers believe to be the key to our prosperity. Many of the tech-
nological improvements—such as standardisation, labour-saving ma-
chines, extensive scientific research—are uneconomic, if not impossible,
except in the case of very large production units with large sales
organisations and large credit facilities. Certainly it has been demon-
strated that such large units usually can afford, because of mass output,
to take a smaller profit on the individual product. Thus the most
profitable American industries are geared to sell at a low price to many
consumers, rather than at a high price to a few consumers.

The general trend in this country has been for large corporations to
grow richer, and for small factories to grow poorer or go bankrupt.
There are exceptions. And, perhaps, the popular tendency in this
country as in others has been to exaggerate the financial advantage
that mere size can give. In some industries, and in certain individual
mergers lacking efficient management, results have been disastrous.
Exceptional cases, however, do not obscure the fact that the most
profitable and efficient American industries to-day are those almost
exclusively dominated by large units, and that consolidations would
improve the condition of such sick American industries as coal and
textiles.

Mass production has given American industries a large advantage
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over British competitors. The British realise this, and are trying with
only limited success to correct the disparity. The final Balfour Com-
mittee Report pointed out that it is “abundantly clear from our survey
that the first step to putting British industries in a position to compete
successfully in overseas markets, is to subject their organisation and
equipment to a thorough process of re-conditioning . . . [which] will
undoubtedly involve a great deal of scrapping and replacement of
plant, and enlargement of the industrial unit, both by growth and by
re-grouping of units through consolidation or other forms of associa-
tion, so as to obtain the full benefits of large-scale production,
elimination of waste, standardisation, and simplification of practice,
and all other measures of economy usually included under the compre-
hensive term of ‘rationalisation.”” ** But British industry is much less
able than American industry to adapt itself to these modern require-
ments. Large British combinations have been attempted in the heavy
industries, chemicals and shipping. Such adaptation lags in the coal and
textile industries. Steel consolidations have been achieved only by
writing off huge sums of capital. Within the period 1925-28, leading
companies in heavy industry alone were forced to write off capital of
more than $150 million. Many of their large consolidations, horizontal
and vertical, have been unsuccessful.

In many cases the plight of British industry is so desperate—due
chiefly to the change in world economic conditions, which are now as
unfavourable to Britain as they were once favourable—no amount of
“rationalisation” can help. Often it merely makes the maladjustment
worse. One of the most depressing statements. in the final Balfour
Committee Report is the following: “It is plain from the information
before us that some of the undertakings which have been most effi-
ciently equipped in the absolute sense have been the least capable of
competing under the conditions which have prevailed during the
difficult post-War period.” **

This comes close to a confession of the essential unsoundness of
Britain’s position in the contemporary world, an unsoundness which
neither British industry nor the London Government can appreciably
change. Indeed facts pointing to this conclusion appear repeatedly in
that official Report. For instance, in discussing the inability of “many
depressed British industries, including some of those on which our
competitive position has hitherto largely depended, to find the neces-
sary capital to carry out the re-equipment which is essential to the
restoration of their health,” it shows that the fault is not with the
credit system or any other factor which might be forcibly corrected, but
that: “The tap root of the mischief is the continued unprofitableness
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of so many industrial concerns, which makes them unable either to give
security to the banks or to offer an attractive investment to the
public,” *

The industrial credit situation in Britain is the opposite of that in
the United States. While here profits have been ploughed back into
industry and thus have compounded plant improvements and profits,
most British industries since the War have lacked the profits required
for modernisation and others have been more anxious to invest their
profits abroad than to re-invest at home.

There is a yet more serious obstacle to putting British industry on a
basis to compete adequately with American industry. We have a huge
home market; they have not. Ours is not only the largest home market
of any nation but incomparably the richest. And this involves more
than the obvious factors of population and superior per capita wealth.
It means also a continental area without tariff walls and trade re-
strictions. It means a common currency, common language, common
customs, common consumer demands. It means that which is important
not only to production, but also to advertising and marketing. Thus
the United States can have efficient mass production based upon the
consuming capacity of its home market alone. But efficient British
mass production depends on foreign trade; it depends, indeed, upon a
virtual monopoly of foreign markets such as no one nation—much less
Great Britain—is apt to approximate in this era of intensified world
competition.

The richness of the American home market, compared not only with
Britain but with the rest of the world combined, is difficult to compre-
hend. With only seven per cent of the world population, the United
States now consumes 42 per cent of the world’s iron production, 47
per cent of the copper, 69 per cent of the crude petroleum, 56 per cent
of th& crude rubber, 36 per cent of the coal, 53 per cent of the tin,
48 per cent of the coffee, 21 per cent of the sugar, 72 per cent of the
silk, and upward of 80 per cent of the automobiles.* How can British
industry ever hope to compete in foreign markets against an American
industry which can grow rich on this home market and then profitably
sell a surplus abroad for a fraction of its production cost if necessary?

Granting the wide disparity in their respective home markets,
neither American nor British industry has progressed as far in mar-
keting as in production efficiency. The Report of the Liberal Industrial
Inquiry in its summary of conclusions stated: “The heading under
which there is perhaps most reason to doubt the efficiency of our
[British] existing organisation is that of marketing. Doubts are cast
on the suitability of our traditional merchanting system to the altered
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conditions of international competition in the modern age. It is held
to be not without significance that those industries which are now
finding it most difficult to hold their own are the old established
industries in which the 19th century merchanting system has struck
its deepest roots.” *°

American marketing methods are equally wasteful. Mr. Edward A.
Filene, the Boston merchant, estimates on the basis of government
statistics that there is $8,000 million of preventable marketing waste
in the $40,000 million worth of goods purchased in American retail
stores annually.® Other estimates of the ratio of marketing cost to
total sale price of an automobile, for instance, range as high as 40
per cent. Of the sale price of a familiar manufactured “breakfast
food” 63 per cent is in the distribution charge. In the case of bread,
the marketing cost is 54 per cent.*” This waste in distribution, though
putting such a heavy burden on the consumer, has not been heavy
enough to ruin the market—which is perhaps an even more astounding
revelation of the purchasing power of the American public.

That purchasing power has permitted the rapid growth in American
production. With the 1923-25 average taken as 100, our industrial
output rose from 83 in 1919 to 110 in 1928, according to the Federal
Reserve Board index.** In the period 1924-28 while American pro-
duction was increasing from 100 to 110, the British Board of Trade
index showed that their increase was from 100 to 105.2. Equally
significant, British production declined 1.6 in 1928 compared with 1927,
while American production increased four points. From 1924 to 1928
the output of British mines fell off 10.8.*°

Of importance in relation to the competitive power of American as
against British industry is the fact that the output of the individual
American worker is rapidly increasing and that of the British worker
is not. Taking the per capita output of 1899 as 100, the Hoover Com-
mittee Report showed that per capita output rose from 104.5 in 1919
to 149.5 in 1927.* While American industrial production increased
29 per cent in the period 1919-25 the number of wage earners decreased
seven per cent, the Report found.” Doubtless the horsepower increase
of 22 per cent in that period in industry is largely responsible. But
whatever the reasons, and they are varied, the increased productivity
of labour gives to our industry an immense advantage over British
trade rivals. Mr. G. D. Rokeling in the London Economist recently
estimated on the basis of Board of Trade statistics that 114 British
workers produced in 1924 only 19 per cent more than 100 workers in
19072 The London Times quoted the Board of Trade Journal as
follows: “On the figures at present available, the Journal says it does
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not appear possible to make any statement more definite than that a
small quantitative increase of net output per head took place in 1924
as compared with 1907.” 2® Assistant Secretary of Commerce Klein has
estimated that in the machinery-manufacturing industry, for example,
the individual American worker in 1928 produced a value of $5,200
compared with the English worker’s $1,500.*

Contrasting the purchasing power of wages in the two countries,
the Report of the Liberal Industrial Inquiry found that in the United
States “real wages were at least 30 per cent greater in 1925 than
1919,” while “real wages in Britain are little if any higher than before
the War.” ** The average increase in real wages in the United States in
the period 1922-27 was 2.1 per cent annually, according to the Hoover
Commuttee Report.* British economists are in the habit of emphasising
that the real wage of the British worker is not so low as it seems
because his standard of living is enhanced by the Government’s social
expenditure for education, sanitation, sickness, accidents, old age, and
unemployment, an aggregate which they believe to be much larger in
their country than in any other.

But whether these governmental social expenditures add more to the
British worker’s standard of living than similar American expenditures
by Federal and State governments and the huge benefactions of private
foundations is probably questionable, especially if the non-comparable
British unemployment “dole” is excluded. Free social services, accord-
ing to the Hoover Committee Report constituted 2.4 per cent of the
national income of the United States in 1915 and had risen in 1926 to
3.4 per cent.*” Such expenditure by 48 States, and cities with popula-
tions of more than 30,000, rose from $859 million in 1915 to $2,860
million in 1926. Private philanthropies here in 1928 alone approxi-
mated $2,330 million, according to the John Price Jones Corporation,
fund raising consultants.?®

So many factors which do not admit of accurate statistical analysis
enter into all such estimates that no comparison of real wages can be
more than an approximation. Taken for what it is worth, President
Hoover, after stating that American real wages in 1928 were “over 50
per cent greater than before the War,” has made the following inter-
esting comparison between American and British real wages: “More-
over our real wages and our standards of living are the highest in the
world. And I am again speaking of the real buying power of wages.
To compare ours with foreign wages we must find a common denomi-
nator, because translations of foreign currencies mean but little. If we
say that five per cent of butter and 95 per cent of flour form the basis
of that useful mixture called ‘bread and butter’ then the weekly earnings
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in each country would buy at retail in those countries the following
total of this useful compound: railway engineers—United States 717,
United Kingdom 367; carpenters—U. S. 731, U. K. 262 electricians—
U. S. 778, U. K. 267; coal miners—U. S. 558, U. K. 267; weavers—
U. S. 323, U. K. 136; day labour—U. S. 259, U. K. 160.” * Real wages,
measured by food and rent purchasing power in October 1928, were
100 in Philadelphia compared with 53 in London, according to the
National Industrial Conference Board index based on League of
Nations statistics. Granting that those figures are only approximations,
they indicate in a general way not only the greater prosperity of the
American worker as such, but the difference in purchasing power per
capita between the two populations.

America’s superiority over Britain in national wealth and income,
or in capital resources upon which the improvement and expansion of
production and markets so largely depend, also is difficult to measure
accurately. U. S. Census estimates in 1922 placed our total national
wealth at $320,000 million. Our total national wealth in 1928, includ-
ing physical assets but excluding credits and currency, was estimated
at more than $360,000 million, by the National Industrial Conference
Board. Britain’s national wealth is estimated at about $120,000
million.

According to Hoover Committee Report estimates, the “total ac-
crued social income” of the United States was “apparently four an¢
one-half times that of the United Kingdom in 1924,” or $79,400 million
compared with §17,700 million. It estimates our national income in
1928 at $89,000 million. Contrasting the rate of change in the period
1913-27, Mr. Evans Clark finds on the basis of estimates of the Na-
tional Bureau of Economic Research and the Bankers Trust Company,
that our total income increased 66 per cent and Great Britain’s only
four per cent; the per capita income in this country increased 26 per
cent compared with a five per cent increase there.*
~ Taking a longer period of measurement, 1907-24, Mr. A. W. Flux
In his address on “The National Income” to the Royal Statistical
§0ciety in 1928 arrived at figures even more discouraging for Britain:
‘The real income per head of the total population or of the nominally
occupied population appears thus to have decreased by a small per-
centage, and if numbers actually at work are taken instead of numbers
nominally occupied, the result appears to differ little from that calcu-
lated on total population—namely, a decrease of three per cent.” *
Th}? Report of the Liberal Industrial Inquiry—starting from earlier
estimates of the Colwyn Committee, Professor Bowley, and Sir Josiah
Stamp—observed in 1928: “The general conclusion of such computa-
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tions is that our national income is now (or was in 1924) about the
same, in terms of real value, as it was before the War; but, as the
population has increased by nearly seven per cent, it is appreciably
lower per head. . . . The Colwyn Committee estimated that the total
national savings were in 1924 about 500 million pounds, as against,
say, 375 million pounds before the War. Allowing for the fall in the
value of money, savings on the pre-War scale would have amounted
in 1924 to 650 million pounds. Thus there was a decline in the real value
of savings of about one quarter.” ** The spread between American and
British income up to 1924, as shown by the Hoover Committee Report
quotation given above, has since increased. While British per capita
income has not increased since 1924, in the United States it jumped
from $697 in 1924 to $745 in 1928.%°

Another way to measure America’s financial superiority is to com-
pare the national debts and rapidity of retirement. Britain’s national
debt in 1928 was more than $37,000 million, an amount larger than
in 1919. In 10 years more than half of Britain’s colossal tax collection
has gone to carry the debt, without reducing it. In the same period
the Washington Government cut its debt nearly $10,000 million, leav-
ing a balance of only $17,000 million. In America the relation of the
amount of interest on the national debt to the gross national income
is less than 1-to-80; but in Britain it is 1-to-17.** One reason for
Britain’s slow debt retirement is her heavy current military-naval ex-
penditures, amounting in the year 1928-29 to $551 million. Obviously
she is less able financially to carry that burden than the United States
to carry its similar armament load of $684 million (1928-29).

In both countries capital complains that heavy taxation burdens
industry. But in Britain almost 20 per cent of the national income
passes through the hands of the State in taxes, compared with 10 per
cent in the United States (including local taxes). Though Britain
taxes her rich men relatively much more drastically than the United
States, the British workers carry a far heavier tax burden than their
American fellows and one so heavy as to curtail seriously the living
standards and purchasing power of the British population. “In the
case of the working man with a large family the rates may consume
nearly 10 per cent of his income, if his children are to be housed with
the barest minimum of decency,” the Report of the Liberal Industrial
Inquiry points out. “In the case of the rich man they will usually
amount to less than one per cent of income.” **

Uneven distribution of wealth, according to the British expert, Dr.
Henry Clay, is worse in Britain than in any other country. This is an
important industrial, as well as human factor. It tends to lower the
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morale and productivity of labour and at the same time reduces the
purchasing power of labour and the home market. American multi-
millionaires—that is, those making tax returns on annual incomes
above $500,000—number seven per one million of population, or just
double the British ratio. But incomes of $50,000 to $75,000 are com-
paratively more numerous in Britain. Dr. Clay’s study, based on estate
duty statistics for 1920-21, showed that one-third of one per cent of
property owners held 38 per cent of total British property, and that
less than two per cent of the owners held 64 per cent of the total
wealth.®®

For the United States estimates of the Federal Trade Commission
Report in 1926, on statistics of 1922, indicated that one per cent of
estate holders owned 59 per cent of the total wealth; this compares
with the 1916 estimate of the U. S. Commission of Industrial Relations
that one per cent of the population owned 60 per cent of the wealth.

Concerning income distribution, study of the period 1918-26 in the
Hoover Committee Report based on Dr. King's estimates, seems to
show that there is no rapid change in this country, the ratio having
remained fairly constant with about 10 per cent of the population
receiving about 33 per cent of the income.

Of “earned income,” the Report says: “If we take enterprisers’ labour
income at nine and a half billion dollars in 1925, all labour income
represents nearly 69 per cent of total realised income, and property
income represents about 31 per cent. . . . ‘Earned income’ includes em-~
ployés’ labour income and enterprisers’ profits. In both the United
Kingdom and the United States in 1924, ‘earned income’ was about
three-fourths of the total ‘social accrued income.” In both countries
the proportion is larger in 1924 than before the War, the proportion
for the United Kingdom in 1911 being about two-thirds, and for the
United States in 1914 about 73 per cent, as against 76 per cent in
1924.” ®1

ROBOTS AND RADICALS

In evaluating America’s industrial advantages over Britain, foreign
observers usually contrast the relative industrial peace in this country
with the British unrest. Much economic waste in the capitalist system
results from strikes and deliberate labour sabotage. Lowered produc-
tion morale and decreased efficiency are part of the capital-labour
conflict. Thus the relatively docile temper of American labour under
the present economic system is one of the chief assets of American
capital, both in the matter of even-flowing high production, and in
competition for domestic and foreign markets. The super-mechanised
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state of American industry, the speeding-up processes of ‘“‘scientific
management” upon which present mass production and profits are
based, require a capacity and willingness on the part of the worker
to transform himself into a human machine or “robot” which the
more class conscious British worker has not yet shown.

The reasons American labour has adapted itself more readily to the
robot ideal are varied and paradoxical in view of the frontier heritage
and traditional individualism of Americans. In this country labour
organisation has not developed parallel with organisation of capital.
Getting a much later start than British labour, most of the unions here
have been smaller and less aggressive. Geographical isolation of the
country has separated the American labour movement from more radi-
cal British and European developments. Absence of fixed social castes
and economic classes operated to make every industrial worker, in
his own mind at least, a prospective millionaire. Although few became
rich many shared more liberally than formerly in the surplus which
capital set aside for producers. Especially during the last decade, as
we have seen, the real wages of labour, or at least of the organised
labour “aristocracy,” have increased rapidly enough to prevent social
unrest. American capital has had a much bigger melon to cut than
ever before and, while keeping much more for itself than ever before,
it has wisely also enlarged labour’s slice. In the period immediately
following the War, under the burden of deflation and vicious anti-
labour tactics by employers, there was a brief flame of protest. Unions
took the offensive. Left-wing groups gained more power. But before
this movement gathered headway, the country was passing out of the
period of industrial depression and into “prosperity.” That prosperity
has converted a vast majority of the workers—temporarily at least—
to the efficacy, even the nobility, of the capitalist system as it operates
here.

Membership in trade unions declined from more than five millions
in 1920 to about four millions to-day. And the majority of that union
membership, represented by the American Federation of Labour, is
hardly less enthusiastic about the present economic system than are
employers. The Socialist Party, partly due to the labour popularity of
the defeated Democratic candidate, Mr. Smith, polled in the 1928
national election only 266,000 votes of a total 36,300,000. The Workers
(Communist) Party vote was 48,000.

A vivid and not altogether inaccurate picture of the American-British
contrast can be seen by placing the victorious Hoover platform of
1928 against the victorious MacDonald platform of 1929. One is capi-
talist, the other is socialist, and they are about equally representative
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of the popular will in their respective countries. Mr. MacDonald, for
all the moderateness of his socialism, is no more moderate than Mr.
Norman Thomas and would have run little better than the latter in
the American election. Though British labour in its political and in-
dustrial philosophy seems most conservative to Moscow, it is as far
from American labour on one side as from Communism on the other.
Nor has “Mondism” and the present swing of British labour toward
closer co-operation with capital, created in that country anything
approximating the submissiveness of its American fellow workers.

British capital, with such a maladjusted industrial plant and under
such unfavourable world economic conditions, is not likely to provide
radical British labour with a sufficient share of profits to maintain
permanent industrial peace. The fall of British union membership to
five millions, the lowest figure in 12 years, is not comparable to similar
union losses in America. While in this country that reduction is one
index of the low state of labour solidarity, in Britain it represents
little more than a normal transference of labour action from the indus-
trial field, following the disastrous 1926 general strike, to the political
field. With British labour victorious in the 1929 national election, it
cannot properly be compared with American organised labour which
not only has lost in the industrial field but which is almost completely
lacking in national political power.

Perhaps the best proof of the near-perfection of the spirit of Ameri-
can labour for the purposes of an unrestrained capitalist system is its
submission to legal injustices and physical violence without effective
protest. The anti-labour injunction flourishes in all parts of this coun-
try. There is terrorism and murder by sheriffs and company police
especially in the coal and iron and the textile industries, and con-
stant violation by officials and employers of the workers’ constitutional
civil liberties. If American workers’ capitalist morale has not been
shaken by such conditions, it appears unlikely that social unrest soon
will cripple American production as such unrest has and does retard
revival of British capitalist production.

The significance of social unrest is not limited to the immediate loss
in industrial output resulting from strikes. As the final Balfour Com-
mittee Report states: “Much more important than this relatively
trifling loss is the inflammation of animosities and the poisoning of class
relations which often result from or are incidental to industrial war-
fare, together with the blow inflicted by a serious and long continued
stoppage on business good will and on the reputation of British trade
for certainty of delivery.”

Aside from the obvious example of the large coal and textile strikes,
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there is abundant evidence that British industrial strife weakens
British trade in the competition with America for world markets. In
a typical trade report the British Bank of South America, for instance,
complains that alleged superiority of British goods as a selling factor
abroad is now offset “by the lack of confidence on the part of over-
seas buyers ingendered in incessant strikes in this country and by the
consequent uncertainty of securing delivery of the goods ordered.” *

For British capital to observe that one reason it is suffering from
American competition is, from the capitalist point of view, the in-
feriority of British labour, is not enough. The diagnosis is much simpler
than the remedy. The question is, in the words of a London journal:
“Will British labour, with its long traditions of organisation and col-
lective bargaining, submit itself to the discipline and regimentation
which appear to be indispensable to the American system?” *°

It is useless to seek the answer to this question, and the other ques-
tions raised in the foregoing pages, without the constant realisation
that British industry is sick with organic disease and that cures ordi-
narily beneficial for milder functional industrial ills in the United
States and elsewhere cannot cure British industry. The tell-tale symp-
tom that Britain’s industrial disease is organic, rather than functional,
is the extent and nature of British unemployment. Other industrial
nations always have had, and doubtless will continue to have under
the capitalist system, permanent minor unemployment and periodic
major unemployment, but no other country to-day—much less the
United States—has such a hopeless unemployment problem as Britain.
In the decade before the War British industrial unemployment ranged
from three to eight per cent of the employable industrial population.
In the period 1920-28 it ranged from eight to 17 per cent, that is,
from one to two million.**

Realising that other factors make the situation more serious there
than here, the Balfour Committee Report, nevertheless, was of the
opinion that on a numerical basis alone British employment compares
favourably with American: “The absence of any firm basis of insur-
ance statistics in the United States makes the figures very difficult
to compare with those of Great Britain, but, so far as any conclusion
can be safely deduced from the very partial data available, it would
seem to be that the volume of industrial employment in the United
States has of late years fluctuated more violently and rapidly than in
Great Britain, and also that the average percentage of unemployed
persons in American industry has been at least as high as in this
country.” #* Tt goes on to estimate the average of American industrial
unemployment in the post-War period at from 12 to 15 per cent.
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That estimate appears excessive in view of later American research
in what is admittedly a most inadequate field of data. Data accepted
by the Hoover Committee Report in 1929 indicated that the “mini-
mum” range of American industrial unemployment was from 15.3 per
cent in 1921 (4.25 million) to 6.3 per cent (2.0 million) in 1927.¢
But the average for the five years 1923-27 was only 6.1 per cent. That
“minimum” average would be raised by some to a maximum of nine
per cent. Inclusion of 1928 and 1929 would not materially change the
figure in either case. In contrast, the British average for 1923-1928 was
nearer 12 or 13 per cent. Even with other conditions in the two coun-
tries equal, that spread between the American 6-9 per cent and British
12 per cent of unemployment would make the difference between rela-
tive prosperity and severe depression.

Other conditions, however, are not equal. Practically all are favour-
able to the United States. First, the higher real wage and larger
savings of the American worker, noted above, enables him to mitigate
somewhat the distress of unemployment. Second, there is an inter-
change of labour between industry and agriculture here, and not in
Britain, which in part takes up the slack. Third, larger profits and
capital reserves of individual industries and of American industry as a
whole, permit raising of the work age and lowering the school age,
decreasing the number of per capita working hours, and otherwise
automatically providing more jobs; expedients which are not so easy
in Britain.

Perhaps of more importance is the generally admitted superior “mo-
bility” of American capital, business management, and labour. Official
and semi-official reports on British economic conditions recognise the
lack of such mobility as a fundamental handicap in that country.
Neither the British industrialist, merchant, nor worker adapts him-
self easily to changes. The British are thus handicapped in the cre-
ation and conduct of new industries, and in the transfer of surplus
labour from old industries to new—a capacity essential in this super-
machine age in which the price of industrial efficiency is increasing
technological unemployment.

This factor reveals not only that American unemployment is a much
less serious phenomenon than is the British, but also that the latter
probably will tend to grow worse rather than better. Our industrial
unemployment to-day is largely technological; it exists, paradoxically,
because of efficiency and prosperity and despite larger domestic and
foreign markets. Britain’s unemployment is due chiefly to changed
world conditions and contracting markets; she has yet to feel the full
force of technological unemployment. So, under the pressure of Ameri-
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can competition, as she modernises her plant and methods she will
create a new type of unemployment, which she is peculiarly unable
to correct because of her lack of mobility.

The price of industrial efficiency on the American scale is, as we
have seen, to increase in six years the quantity of output 29 per cent
and at the same time reduce the number of workers seven per cent.

To a surprising degree, though far from completely of course, the
United States is correcting this technological unemployment problem
by creating new machine industries and stimulating new markets for
them at home and abroad. Possibilities of this corrective process are
limited in this country of industrial mobility only by the exhaustion
of scientific research and of domestic and foreign markets. American
leadership in production and marketing is greatest precisely in those
industries in which there is most room for expansion in world consump-
tion, and in which British and other foreign industries hitherto have
been least able to compete; namely, in the automotive, rubber goods,
aviation, radio, motion picture, and electrical industries.

Even in Britain, where these new industries are so much smaller
than here, they have provided the only increase in employment. Those
increases cannot be sufficient to her needs, however, until she is able
to supplant her American competitor in world markets. And, as shown,
in addition to all her other handicaps in the development of new
industries, Britain lacks the large home market which makes possible
America’s dominance as an exporter.

Thus any consideration of British unemployment must circle back
eventually to the “old heavies,” the industries which made her the
world’s commercial empire, and upon which other nations no longer
depend because they are generating their own industrial energy, fabri-
cating their own steel, and weaving their own cloth. No economic de-
pression in this generation can reduce America to Britain’s present
state, because we are dependent on no one industry or group of
industries. Britain is dependent now, as in the past, on coal, steel and
textiles. Hence, although America suffers with Britain to-day from the
world market depression in coal and textiles, we hardly feel what is
almost a death blow to the British.

In terms of unemployment the British economic problem is thus
permanent. That 20 per cent of British unemployment is in the coal
industry is not so significant in itself as the fact that there is a per-
manent surplus of almost 250,000 miners. This is in addition to a
permanent surplus of 100,000 in ship building, iron, steel, and heavy
engineering trades, and an unestimated permanent surplus in textiles.

Attempted British remedies have been in the nature of salve for a
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malignant growth. Public “relief works” at an expenditure of $5 million
gave direct employment for one year to no more than 2,000 men in
road construction.** Expenditure of $520 million gave directly the
equivalent of one year’s work to only 350,000 men, according to an esti-
mate in 1929 of the Unemployment Grants Committee on the 1924-28
project. Employment of 100,000 men for one year under the housing
plan cost $375 million. By spending $6.5 million in six years the
Ministry of Agriculture provided the equivalent of one year’s work
for only 11,200 men.

None of the palliatives yet devised can appreciably remedy the
unemployment situation. Meanwhile any increased industrial efficiency
will tend to make the unemployment problem worse.

Still the British—or some of them at least—do not despair. They
are, perhaps, in the position of men on a ship in distress. They must be
so intent on keeping the pumps going that they have neither the time
nor the courage to consider the structural weaknesses developed by the
ship in the storm. Thus the distinguished economist, Mr. John Maynard
Keynes, famous for his pessimistic but accurate prophecy of the world
economic consequences of the Versailles peace, is optimistic as he
watches the pumps reduce by inches the water in the badly strained
British ship.

“Between 1924 and 1928, [ British] money and wages remained
practically unchanged, while return to the gold standard at pre-War
parity had the effect of increasing real wages by a further eight per
cent. It follows that employers have been faced with the task of improv-
ing their efficiency by 16 per cent, as compared with 1924, before they
could recover their pre-War position. Now it is not over-optimistic, |
think, to suppose that efficiency is being increased at 1.5 per cent per
annum on an average in the whole field of industry, which, if it is
the case, is a considerable achievement. This means that to-day effi-
ciency has reduced the adverse lead from 16 per cent to about 10
per cent,” ¢

But probably Mr. Keynes would admit that neither increased in-
dustrial efficiency nor any other technological or political panacea is
solving the problem from which most other British economic problems
flow. That is over-population.

POPULATION PRESSURE

Over-population is a relative term. But if it can be applied accurately
to any nation it can be applied to Britain to-day. The United Kingdom
has a greater density of population for her area than any ma jor nation,
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and is surpassed among all nations only by Belgium and Holland
For every square mile she has 482 persons to feed and support, com-
pared with Japan’s 405, Germany’s 346, Italy’s 341, France’s 192, and
the United States’s 40.* Even those comparative figures do not indicate
the extent of Britain’s handicap, which is increased by the inadequacy
of her agriculture, and by the preponderantly industrial character of
her population. About 80 per cent of the population of England and
Wales is urban, compared with 52 per cent in the United States.

Some consolation is derived from the fact that birth control and
other factors have checked the rapidity of population growth. Without
discussing the causes Mr. Robert R. Kuczynski in his book, The
Balance of Births and Deaths, states that, despite a lengthening of the
average life span the tendency in Britain and other western and north-
ern European countries is toward diminution of population. He reaches
the following unorthodox conclusion regarding England, which in 1927
had 655,000 births and 485,000 deaths: “It may seem at first sight
that an excess of 170,000 births is a proof of considerable vitality. . . .
Yet, incredible as it may sound, those 655,000 births of 1927 mean
that on the average each woman during her lifetime gives birth
to but two children, and that if the population is to hold its own, not
one of the children thus born may die before obtaining parenthood.”
This means that “The population of England is bound to die out.
And this state of affairs is by no means confined to England. Conditions
are about the same in Germany, and only slightly better in France.”

Though the death rate in England has fallen by one-third in less
than half a century, the birth rate has fallen until it is below that of
any country other than Sweden. The 1927 rate was 16.6, the lowest
recorded since civil registration was required in England, lower even
than the War years. There was a negligible increase of 6,000 in 1928.

Speculation, however, on the relief which may be obtained by Britain
ultimately from that process does not materially lessen her difficulty
during the next two critical decades. Even if British population becomes
stationary by, say, 1945 that will not get rid of the excess in the present
45 million population, which most economists estimate at a minimum
of one million. As a matter of fact the present rate of growth, though
little more than half the pre-War rate, is still one million every four
years, based on the 1921-27 average.

Of the panaceas offered for unemployment resulting from over-popu-
lation, many are temporary expedients which have cost $3,000 million
in the last 10 years without appreciable results. Such are the sundry
schemes for part-time employment on public works, discussed above.
Another scheme is to settle excess factory workers on farms in Eng-
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land. Mr. George Lansbury, before becoming a member of the Labour
Ministry, proposed that the Government spend $500 million for that
purpose. But there seems to be no major relief possible in that direction.
In its 1928 report the Industrial Transference Board stated that
$50 million would settle no more than 5,000 or 7,000 families on small-
holdings in England. In view of the cost, of adverse agricultural con-
ditions, and the experience required of persons making a success of
farming in England, the Board could only “hesitate to suggest at the
present time the initiation of extensive schemes of land settlement on
ordinary agricultural small-holdings.”

The need rather is to get the surplus population out of the United
Kingdom. With the national income in purchasing power only roughly
what it was in 1914 and the population seven per cent larger, emigra-
tion is the obvious way out. But that path, like all other suggestions
for relief, is beset by many barriers.

The United States is one barrier. “Among the obstacles which
hinder industrial emigration from Great Britain an important place
must be given to the exclusive policy of the countries which in the
past have been the main recipients of British emigrants, and . . . no
schemes of Empire Settlement, as at present understood, can afford
an alternative outlet to British industrial emigration comparable with
the outlet closed by the United States,” according to the final Balfour
Committee Report.*”

There is no prospect that the United States ever again will provide
a large-scale outlet for Britain’s excess population. The American trend
is to tighten its restrictive immigration policy. Under the present law
permitted immigration is only about one-sixth that of the annual aver-
age for the eight pre-War years. This exclusion policy is designed to
keep the size of the American industrial labour supply within manage-
able limits and to reduce the excess practically to technological unem-
ployment, which can be cared for at least in part by development of
new industries and by the falling birth rate of the country. Complete
suspension of immigration for 10 years is urged by the American
Federation of Labour. Though the total of national wealth doubtless
could be increased by letting down the immigration bars, voluntary
restriction of immigration under the present law and voluntary reduc-
tion of birth rate are important factors in raising the standard of
living of the average American citizen.

Britain is encouraged by changes in the American immigration law
of 1922, which in 1929 almost doubled the 34,000 quota for Britain
and Northern Ireland. The change, however, was made over the oppo-
sition of President Hoover, the U. S. Chamber of Commerce, organized
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labour, and most of the press. Probably the British quota will be re-
duced again to about the same figure which obtained in the period
1922-28. |

With the United States closed to any large emigration flow, and
British citizens unwilling to go in numbers to such new countries as
the South American republics where English is not spoken, the problem
of British emigration has become one of Empire Settlement. While the
United Kingdom has 482 inhabitants per square mile, the Union of
South Africa has only 16.2, New Zealand 14, Australia 2.1, and Canada
2.6. The average density of population of these four Dominions is thus
only 8.7. The average annual rate of growth of Canada in the period
1921-27 was only 140,000 and in Australia only 133,000. The popula-
tion density of the British Empire as a whole is only 33 per square mile,
or somewhat less than that of the United States.

Empire Settlement if successful would dispose of many difficulties
with one sweep. Besides finding an outlet for surplus home popula-
tion, it would provide the under-populated colonies with citizens. More,
it would provide the Dominions with the “right kind of citizens,” that
is, loyal Britons who would keep their new country faithful as a unit
of the Empire in peace and in war. The scheme is perfect in theory.
But it has not worked well. “It is a matter of regret, and indeed aston-
ishment, to find how disappointingly slow has been the rate of settle-
ment of British people in Australia and Canada, notwithstanding the
passing in 1922 of the Empire Settlement Act for the express purpose
of stimulating it,” the Industrial Transference Board reported in 1928.
It lamented that, while British emigration lagged under the stimula-
tion of subsidy and patriotic effort, “in 1927, 82,000 Continental Euro-
peans settled in Canada. In the same year approximately 22,000 non-
British persons arrived in Australia.” Despite all the money, effort, and
talk expended British emigration declined in 1928.

Reasons for this failure are fairly obvious. A typical statement of
the situation is the 1928 report of the Oversea Settlement Committee,
which listed among others the following factors adverse to British
settlement in the Dominions: The industrial character and urban
preference of the British unemployed; the effect of British social insur-
ance and unemployment benefits, tending to anchor the surplus popu-
lation at home; the Dominions’ need for agricultural workers, but
relative inability to absorb more industrially; opposition of Domin-
ion organised labour to a British influx, tending to increase Dominion
unemployment and reduce wages. Another difficulty not usually
stressed in this and other official reports, which recommend further
government subsidy of Empire Settlement, is that ordinary British
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emigration has tended to decline and thus neutralise the small gain
from subsidised passages to the Dominions.

But, whatever the causes, Britain's unemployed are not enthusiastic
over the prospect of becoming pioneers in the Dominions; and the
Dominions underneath their patriotic demonstrations are not enthu-
siastic over receiving British miners, metal, engineering, and textile
workers who are not pioneer farmers, who have grown accustomed to
living on part-time work and the dole, and who have socialist sym-
pathies. Hence the paradox that such under-populated British Domin-
ions as the Union of South Africa, Australia, and New Zealand are
absorbing only an insignificant number of Britain’s surplus, and that
Canada is doing little better. Bearing on the attitude of the British
unemployed, the Industrial Transference Board professed to find a
demoralisation due to idleness: “To loaf for one, two, three, or more
years destroys the will to work.” The London Times recounts the
experience of a Government emigration agent in a campaign in the
distressed mining areas of South Wales, who “failed to recruit a single
volunteer among the boys between 14 and 19 years of age in what
ought to have been a most fertile field,” which that newspaper de-
scribes as “alarming and discouraging.” 8

In 1928 agricultural workers formed the largest group of male emi-
grants, or 21.7 per cent of the total; though those 12,478 were less
than in the two preceding years. The next largest group, “commercial,
financial, and insurance,” numbered less than 1,000 males, another
decrease. There were even fewer from the trades in which unemploy-
ment is greatest.

This whole problem is illuminated by the experience of the special
Empire Settlement scheme in the summer of 1928. From 30,000 appli-
cants, the Government picked 8,449 unemployed men and subsidised
their passage from Liverpool to Canada. Elaborate arrangements were
made with Canadian authorities for their absorption in the harvest
fields. But of the total only 2,720 remained—some temporarily,—and
5,729 returned to Britain and the unemployment dole. Extreme charges
were made by the returning men against Canadian officials and farm-
ers. Two British Labour members of Parliament, Mr. David Kirkwood
and Mr. Tom Johnston, who were in Canada at the time, joined in
the criticism of alleged mistreatment and alleged temporary imprison-
ment of many of the men who were returning. But Mr. MacDonald
and Lord Lovat, chairman of the Oversea Settlement Committee, who
Were also then in the Dominion, were not inclined to blame the
Canadians for the failure of the plan to transform miners into har-
vesters wholesale. Canadian farmers were no less critical of the emi-
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grants than the latter were of them. To the farmers most of these
miners seemed unfit for farm work, or worse, unwilling to work. The
net result of the experiment has been to make western Canadian com-
munities more suspicious of British industrial immigrants, and to
make scores of British communities to which the harvesters returned
more hostile to the idea of oversea settlement. So the latest joint
schemes of the British and Canadian governments, including special
ocean passage rates of $10 for adults and free transportation for chil-
dren, together with arrangements for obtaining and developing farms
with a minimum of capital, are not producing hopeful results.

In western Canada the conviction is growing that European peas-
ants are better immigrants than British miners and factory workers.
And, although the Canadian Government takes the position that the
annual rate of 50,000 British immigrants is as many as Canada can
absorb, the immigration from non-British countries has continued at
a higher rate than from the United Kingdom. The London Govern-
ment is exerting strong pressure to change this. It remains to be seen
whether the Ottawa Government’s reluctant and temporary decision
to restrict “non-preferred” European immigration 30 per cent in favor
of the British, or any other artificial expedient, can materially affect
the barriers to British industrial migration to Canadian farms. The
natural trend in western Canada has been in the opposite direction.

The Toronto Globe recently published a population study under the
headline, “Heritage in Great West is Passing to Aliens, So Statistics
Reveal.” ® That study showed that Canadian immigration in 1927-28
consisted of about 50,000 British, 25,000 Americans, and 75,000 from
other countries. The Province of Manitoba, formerly almost solidly
British, in the 1926 census had a rural population of 175,000 British
stock and 171,000 foreign stock; Saskatchewan, 252,000 British and
313,000 foreign. Thus in the western provinces the farm population is
now almost in balance as between British and foreign stock, or in
some cases the foreigners dominate. In the east the French Canadians
are overflowing Quebec into neighbouring provinces. Such conditions
are not favourable to any Canadian Government which insists on co-
operating with the London Government in the artificial stimulation
and subsidy of British industrial migration. That this system is highly
expensive, as well as economically unnatural, is indicated by the
statement of Premier King that his Government is spending about $17
on every assisted British settler compared with only 1l cents on
every foreign settler.

No such artificial stimulus is needed to create a population flow
between Canada and the United States. But then, the bulk of Ameri-
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can immigrants to Canada are farmers, and most of the Canadians
seeking prosperity in the United States are industrial workers. The
paradox of enforced Canadian absorption of excess British industrial
workers is complete when one realises that in the midst of the British
migration schemes the Ottawa Government has been petitioning the
Washington Government to permit several thousand Canadian work-
ers to cross the border daily to work in Detroit and other American
cities, returning at night to their Canadian homes. Or, put in another
way, while the Vancouver city council was warning the subsidised
British miner-harvesters not to expect employment in that city, Van-
couver contractors were importing American labour for public work
and hop-picking.®®

Behind the natural resentment of many Canadians against making
their country suffer for British unemployment ills, is the frequently
expressed fear that proposed British immigration will breed hatred
instead of friendship between the mother and daughter countries and
increase social radicalism in the latter. Typical of this point of view
was a speech in the Canadian Parliament, February 27, 1928, by
Mr. H. Bourassa. As summarised by the Journal of the Parliaments
of the Empire, he said: “Instead of offering abnormal inducements to
foreign immigrants, whether they came from the British Isles or from
Continental Europe, they should offer advantages, at least equal if not
superior, to the farmers of Quebec and Ontario as well as to the Mari-
time Provinces, who had a taste for the West. They should make
a serious attempt to bring back some of their Canadians, especially
those who had not been out of the country too long [in the United
States, presumably]. . . . The efforts of all good Canadians should
not be directed to making Canada an easy cure for the social evils of
England, and a safety valve for the possessing classes of that great
country. From a social point of view, let them beware before they
open their doors to any one who might come from England with a
heartful of hatred against all British institutions. Of course, if they
wished to hasten the day of secession, if they wanted to precipitate
Canada into a crisis with Great Britain, let them bring as many people
as they could of that kind to Canada.”

] In South Africa, controlled by the (Dutch) Nationalist Party, there
1S even less enthusiasm than in Canada for the particular type of
Immigrants which Great Britain must get rid of.

Opposition to such British immigration at this time is open in
Australia. In the spring of 1929 the Australian Workers’ Union, the
strpngest labour organisation in that country, sent a delegation to the
British Isles to warn British labour not to migrate to Australia where

33



AMERICA CONQUERS BRITAIN

unemployment existed. The British Economic Mission reported in the
same year that Australia was not thén a suitable place for emigrants.
Official statistics show that in the period 1923-27 Australian unem-
ployment ranged from about seven to nine per cent. In that period
there was a net immigration increase of 40,000, which most autliorities
agree must be reduced. Although Australian sentiment is coloured
by fear of an alleged Yellow Peril, and is thus theoretically sympathetic
with British immigration to preserve the British character of Domin-
ion population, economic exigencies are such that Australia cannot for
many years to come serve as an outlet for excess British industrial
population. Meanwhile the British proportion of the Australian popu-
lation is being diluted. It fell from 81.4 per cent in 1925 to 75.5 per
cent in 1927, with compensating gains by other Europeans.

In New Zealand the situation is no better. That Dominion has sus-
pended its system of assisted British immigration. All efforts so far
have been unsuccessful in meeting the local unemployment problem.
At the most New Zealand cannot absorb more than a maximum of
7,000 immigrants annually.®

So what is to become of the million and more British workers who
are permanently unemployed? Being surplus population, they are a
drain upon the rest of Britain. They should migrate. But, for one
reason or another, they do not want to leave home, they are not fitted
to be pioneers on colonial farms, and there is no enthusiastic welcome
awaiting them anywhere. Most countries now have industrial unem-
ployment. No other country wants Britain’s unemployed. In a small
way doubtless the London Government at great expense will be able
to get rid of a few thousand each year. But it is improbable that such
subsidised emigration will compensate for the growth in population
during the next decade, much less diminish the surplus.

Unable to support her population with the present volume of indus-
trial production and unable to get rid of her surplus workers, Britain
therefore is thrown back to the task of increasing her foreign trade to
provide jobs for them.
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Chapter Three

“WE ARE FIGHTING FOR OUR LIVES*®

& §§ >§ Y E ARE FIGHTING for our lives in world markets,” Lord Riddell
warned the 1929 convention of the British Advertising As-
sociation. “Our fate as a nation depends on extending and

developing our trade.”

While foreign markets are to Britain the means of survival, to the
United States they are the price of prosperity. Britain, whose need
is greater, is going down. America is going up. Britain’s exports, which
now range from 25 to 30 per cent of her production, are lower than
pre-War; she must increase them even to hold her own. America’s
exports are less than 10 per cent of her production, which is chiefly
for the rich home market; but that surplus is the difference between
depression and prosperity. In this battle for foreign markets the two
belligerents have changed places. Before the World War America
had 12 per cent of the world’s export trade; Britain had 16 per cent.
To-day we have 16 per cent: she has 12 per cent.

That this struggle is not only recognised but publicly admitted even
at times by government officials, who usually try to gloss over the dis-
agreeable realities of economic warfare, may be seen in such state-
ments as the following:

Sir Esme Howard, British Ambassador at Washington, speaking in
Toronto in 1926 on prospects of war or peace, said: “The only pos-
sible source of trouble that I can see in the future might arise out of
€conomic competition. It seems to me that without doubt the struggle
for markets will be more acute and more violent than in the past.”

Dr. Julius Klein, Assistant Secretary of Commerce, told a Congres-
sional committee about the same time: “There can be no doubt that
the export trade of this country now faces a serious crisis.” Mr. Hoover
in his Boston foreign trade speech in the 1928 political campaign said:
“As the stability of foreign nations becomes greater and their methods
'mprove, their competition for neutral markets will become sharper.
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To receive our due share of prosperity in these markets we must con-
tinue an increasing vigorous co-operation from our Government.”

The conditions which make British survival as an industrial Power
hang on winning the war for foreign markets—conditions outlined in
detail in the preceding chapter—were emphasised in the conclusions
of the final Balfour Committee Report: “The information before us
amply confirmed that the only practicable means of ensuring a satis-
factory volume of employment for the industrial population under
reasonable conditions is to secure and maintain a sufficient flow of
exports to overseas markets, including under the term exports not
only material commodities but also those immaterial services which
are sometimes termed ‘invisible exports.” This basic proposition fol-
lows inevitably from the fact that the population of Great Britain
is to a large and increasing extent dependent for its food and the
materials of its industry on imports from abroad.”

THE FIGURES?

Britain is not succeeding. Her exports (adjusted to 1913 dollar
values) in the period 1913-28 decreased five per cent, while ours
increased 48 per cent.

Part of Britain’s loss is due to the relative loss in total world trade
resulting from the War. The Department of Commerce, in comparing
present world trade with pre-War, says: “As compared with 1913, the
last year before the outbreak of the War, international trade in 1928
shows an increase in value of about 53 per cent. Most of this apparent
gain is due to the fact that prices are now higher than before the War.
It is impossible to determine with accuracy how much this advance
is, but the best available data indicate the probability that in 1928
prices of commodities entering international trade averaged between 40
and 45 per cent above the 1913 levels. The quantitative increase in
world trade between these two years was probably in the neighbour-
hood of 10 per cent. Such an increase but little exceeds the growth
in world population and is in conspicuous contrast with the steady
advance in world trade, on a per capita basis, for a long period pre-
ceding 1914.” 2

Pointing out that the world export trade doubled in the period
1900-13, the National Foreign Trade Council concludes: “Cumula-
tively, the world’s exports during the past 14 years have fallen short
of the amount they would have reached under normal progress by
more than $20,000 million at the 1927 valuation.” ®

Out of this less-than-might-have-been total of exports, Britain’s
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competitors since 1913 have gained foreign markets. While in the
period 1913-28 she lost five per cent of her exports and the United
States gained 48 per cent, France gained six per cent, Italy 12 per
cent (all adjusted to 1913 dollar value). Germany, whom Britain
sought to eliminate as a major commercial rival by the War, is rapidly
regaining its position without the benefit of colonies taken away by
Britain. Germany’s export trade, which in 1925 was little more than
half the value of pre-War, in 1928 had risen to 87 per cent. The Anglo-
American struggle for markets has increased with the rapid change in
the character of American exports. They are no longer predominantly
foods and raw materials not competing with United Kingdom exports.
In 1928 our “finished manufactures” accounted for 45 per cent of our
exports, and “manufactured goods” (including semi-manufactures)
amounted to more than 68 per cent. These manufactured exports, to-
gether with our total exports, have shown a steady upward trend
during the last six years. Most of these American manufactured ex-
ports are in direct competition with British trade. They include prod-
ucts of old industries, such as steel and industrial machinery in
which Britain is now suffering severe depression; and products of newer
industries, such as automotive and electrical, which Britain unsuccess-
fully is trying to develop to supplement her crippled old industries.
Automobiles in the first half of 1929 became the leader in our export
trade, displacing raw cotton, which had held that position since the
Civil War.

In the period 1923-28 our merchandise exports rose 25 per cent
to $5,000 million, the annual average being $4,600 million. Meanwhile
merchandise exports of the United Kingdom dropped from $3,800 mil-
lion to $3,600 million; the annual average was less than $3,700 million
and less than the 1923 figure. In the period 1923-28 our favourable
merchandise trade balance (excess of exports over imports) rose from
$375 million to $1,000 million, maintaining an average annual favour-
able balance of almost $700 million. But the United Kingdom was
increasing her unfavourable balance. Her excess of imports over exports
was $1,000 million in 1923 and $1,700 million in 1928, or an average
annual adverse balance of $1,800 million.*

The direct Anglo-American conflict is further intensified by Britain’s
increased dependence on exports of the newer manufactures in which
the United States excels. Inability of her three major industries, upon
which her export empire was built, to maintain their position under
post-War conditions and competition is clear. Those three are coal,
steel, and cotton. In the percentage of British total exports coal fell
from 10.2 per cent in 1913 to 6.9 per cent in 1927, iron and steel from
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10.5 to 9.8 per cent, and cotton from 24.1 to 21.0 per cent. Failure of
the older British industries to maintain themselves in the export mar-
ket is also revealed by unemployment figures. Of the total male unem-
ployed the coal industry provides 18.5 per cent, iron and steel 18.9
per cent, cotton and wool 10.8 per cent.®

Changed world conditions, as we have seen, are chiefly responsible
for Britain’s loss of foreign markets. These changes, including indus-
trialisation of agricultural countries and development of power sources
other than coal, which make the rest of the world less dependent upon
Britain as a middleman, were in process before the War. The War
accelerated them. Also it added new political factors unfavourable to
Britain. These included multiplication of national frontiers, 7,000 miles
of new tariff walls, and other trade barriers. In contrast to temporary
obstacles to world trade resulting from the War, such as reduced pur-
chasing power of world markets and chaotic monetary conditions, the
twin factors of industrialisation and tariff barriers remain relatively
permanent obstacles to British exports.

Britain is hit from two sides. Her former customers are buying less
from her, and they are becoming her competitors in other world
markets.

It is necessary to distinguish between effects of these changed con-
ditions upon Britain’s peculiar export trade and upon world export
trade in general. The specific effect is to rob Britain of much of her
old coal-steel-textile trade, and the general effect is to create more
difficult trade conditions for all exporting nations at a time when
Britain in her weakened condition is least able to participate in general
competition. If only her old markets were disappearing, it would not be
so bad. But she is left with an old industrial plant on her hands. She
must find not only new markets for old industries; she must find new
markets for new industries. Thus her antiquated industrial plant,
geared to conditions that will never return, is in itself a positive handi-
cap. This internal weakness makes the new and higher tariff walls of
the world more of an obstacle to British than to American exporters.

Tariff barriers, according to League of Nations figures, had risen in
1927 to the following ad valorem heights in the new states of Central
Europe: Austria 16 per cent duty on manufactured articles, Jugoslavia
23, Czechoslovakia 27, Hungary 27, Poland 32; and in other countries,
Germany 20, France 21, Italy 22, Spain 41, Sweden 16, Belgium 15,
Argentina 29, United States 37.°

Many economists go as far as Sir George Paish, in his World Eco-
nomic Suicide, in believing that: “Only by reversing the present uni-
versal policy of high tariffs and pursuing without further delay the
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policy of tariff reduction, so strongly urged by the International
Chamber of Commerce and the great bankers and industrialists of
Europe, America and this country, as well as by the Brussels Financial
Conference convened by the League of Nations, can the nations over-
come the grave danger which now confronts them.” However that may
be, it is significant that the United States and other competitors, for
one reason and another, are more successful than Britain in getting
their goods over those foreign tariff walls.

The net effect of increased tariffs and other post-War developments
is world over-production in practically all manufactured products,
and especially in those in which Britain is most interested. Although
since 1913 world trade and consumption have little more than kept up
with population growth, there has been a larger increase in world pro-
duction. Thus practically every major economic factor is creating con-
ditions of fiercer foreign trade competition, especially between the two
chief producing nations.

This means more than a conflict among capitalists over profits. It
is a question of whether the American worker or the British worker or
some other worker is to go without a job because of world over-produc-
tion and over-industrialisation. In a period of too many factories and
machines for the consuming capacity of the world, one producing
country cannot capture a market without another country losing that
market, especially in staple manufactured products. As the 1929 report
of the International Labour Office on Unemployment concluded:
“From the international point of view the unemployment would not
be eliminated but merely redistributed.” This is certainly true of such
world depressed industries as coal and textiles. Of course, the whole
philosophy of contemporary American capitalism is based on the thesis
that consuming capacity is not static but can be increased almost
without limit. America both in the domestic and foreign markets, has
demonstrated that this is at least partly true in regard to automotive,
electrical, and other new products, but has failed to demonstrate the
truth of this thesis as applied to some of the older depressed industries.
Indeed, the same force that increases the market for electric and oil
fuel tends to decrease the coal market, and that which forces rayon
consumption up tends to force cotton consumption down. Therefore
the general problem of world over-production, and resultant contrac-
tion of employment and markets, is intensified by emergence of
America as a competitor and by those newer industrial products with
which we are flooding the world.

Just how important was this emergence of America as her world
competitor no one knew better than Britain. For to her this meant
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almost the final straw. Despite all her difficulties Britain might have
come out fairly well otherwise. True, changed world conditions were
against her; but she had at least temporarily eliminated Germany,
her chief European competitor, and the newer European competitors
lacked her experience and technique in world trade. Although she was
hard hit, facing them alone she would have had leeway to reorganise
her industrial plant and export system. Britain needed more than any-
thing else a breathing spell.

That period of recuperation in a time of international transition
might have been hers but for America. Instead of treating her wounds
she was called upon to fight at once a new economic rival out of the
West, who made her earlier competitors seem pigmies. And as great
as her internal weakness, so great was the native strength of the
trade opponent who now challenged her. America needed no new
weapons in the form of modernised industrial plant and methods; we
already had those weapons. We had originated those competitive
weapons of mass production and “scientific” commercial technique.
We had superior strength and resources, in the form of modern fuel
energy, food, raw materials, and mass consuming capacity.

In terms of competition for foreign markets this meant, as we have
seen, that America could produce cheaper and sell cheaper. To America
foreign trade was a by-product—a by-product which meant the dif-
ference between big profits and little profits, but only a by-product.
America virtually could produce and sell at cost to her large home
market the bulk of her manufactured products, and have left the 10
per cent surplus production for foreign sale which would be profit at
any price. But Britain had to sell abroad one-third or more of her
production capacity in order merely to support her over-populated and
over-industrialised country.

Meanwhile Britain was meeting a more subtle obstacle. World mar-
kets increasingly were becoming Americanised; they were feeling the
lure of the phrase “Made in America.” Americanisation of foreign
tastes and demands had not come about spontaneously as our com-
petitors supposed. It had been stimulated by all the cunning of “high
pressure” American salesmanship.

Before converting the world to American goods, it had been necessary
to convert Americans themselves to the need of converting the world.
As in the case of other types of religion, at first those with missionary
zeal were few. The political isolationist spirit, so fundamental in the
official foreign policy of the United States from the beginning and so
representative of the attitude of the American people, created early a
spirit of economic isolation. Only a few large corporations had an
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appreciable export trade. Hence our export trade continued to be
largely in agricultural products and raw materials, rather than manu-
factured products, until comparatively recently.

But a few bankers, business executives, and economists saw that
increasing industrialisation and mass production could not long con-
tinue without creating serious economic, social, and political problems
unless there was an expanding foreign outlet for the surplus. Even
when the War dumped a temporary foreign market in our lap, there was
no general appreciation of what was happening. After the War the
contracted world market and domestic deflation gave the economic
pinch which awakened American producers to the value of a foreign
outlet.

ENTER MR. HOOVER, ECONOMIC CONQUEROR

Enter Mr. Herbert Hoover! He had lived abroad for years as a
mining engineer and promoter, especially in England and the Domin-
ions. He knew the British Empire more intimately than most Britons,
when he came into the Washington Cabinet. During the War and
immediately after he had unrivalled opportunity as Food Adminis-
trator, as European relief director, and as key man in the unprece-
dented organisation of supplies which the Allied governments achieved,
to know the world’s economic masters and to understand its economic
conditions. He was a great organiser. He was a modern. He had gone
beyond the Washington politicians. He did not conceive America in
the political terms of a McKinley or a Roosevelt as a future territorial
empire fashioned after the traditional British model, which he knew
so well. He saw the future America as a new type empire, an economic
world empire, built on business efficiency, held together by lines of
trade and credit, penetrating all nations, cutting under other empires.

Mr. Hoover wanted to provide the leadership which post-War
America needed. Knowing that Americans are incurably political-
minded, that they are too immature to think in economic terms or
consciously to follow economic leaders, he properly chose a political
field of action. There were minorities in both the Republican and
Democratic parties who accepted his leadership. In one State the
Democrats tried to put him on their Presidential ticket, and a few
Republicans tried to nominate him at their national convention. But
that was in 1920, and several years before he was representative of
American business. American business had not yet caught up with him.
Curiously it was the women, the social radicals, the political reformers,
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and what the “better classes” are so fond of calling the “lunatic
fringe” who supported him in those days. But, of course, they were
without power to make him President. He knew that as well as the
politicians who scorned him. Indeed, this attributing to Mr. Hoover a
political innocence which he did not possess was later to be the poli-
ticians’ undoing. Partly because his own unsuspected political sense
found a way, and partly because the conservative Harding Adminis-
tration needed him as a show-window, he got a Cabinet job in 1921.
He was not made Secretary of State or given any other place in which
he would be expected to determine policies. He was given what was
then the least important of all Cabinet responsibilities, the Department
of Commerce. From that day began the conscious transformation of the
Washington Government into a directed force for American economic
world expansion. While many of the Harding Administration were
glutting themselves in the sort of public robbery which usually follows
a war, and while Mr. Hughes was winding legal tape at the State
Department, Mr. Hoover was reorganising his expanding Department
into a great intelligence service and training school for American
business. He set out to “sell” the idea of foreign trade to American
industrialists and bankers, large and small. He gathered from the
colleges and technical schools young men to supplement the recruits
from his personal War-time organisation abroad, and spread them as
shock troops in the American commercial advance upon the world. As
fast as he trained them, and converted private American corporations
and organisations to the value of these young trade experts, they were
turned over to American banks and corporations and retained in the
foreign field, while Mr. Hoover trained more in the Government
service. Thus was created the personnel to operate the new type
American economic empire.

At home Mr. Hoover converted many business and political leaders,
so the process broadened. Enactment of the Pomerene Law gave
legislative sanction for establishment of large industrial combines
which, though not in “restraint of trade” domestically, sought to
dominate world markets in combat with foreign monopolies. At the
same time Mr. Hoover was organising competing American producers
into co-operative trade groups, and winning them through personal
conferences, written propaganda, and government pressure for the new
gospel of waste elimination, “serialisation,” “specialisation,” “stand-
ardisation,” cost accounting, scientific research, market diagnosis, mass
production, capitalist efficiency. Mr. Hoover, in short, was achieving
the Americanisation of America, which hitherto had existed chiefly as
the dream of a few Americans and the nightmare of more Europeans.
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“With perhaps pardonable pride,” Mr. Hoover said some years later
in his role of Presidential candidate, “I may point out some indication
of the assistance which the Government has given to this great ex-
pansion of our export trade through searching out opportunity for
American goods abroad. I know of no better index of what the Federal
Government’s contribution has been in this enormous growth than the
number of requests which come constantly to the Department of
Commerce from our manufacturers and exporters for assistance and
service of one kind or another. During the year before we undertook
this broad plan of co-operation the Government at its various offices
over the world received less than 700 such requests per day. These
demands have increased steadily until this last fiscal year they exceeded
the enormous total of over 10,000 daily. Unless these services to indi-
vidual manufacturers and exporters were bringing positive results in
dollars and cents, we should never have seen this phenomenal growth.” *

That test phrase which Mr. Hoover in his campaign address applied
to his handiwork as the genius of American foreign trade runs as a
motif through the utterances of his lieutenants and the literature of his
government organisation. For instance, the Department of Commerce
in its publication Practical Aids to American Business begins with a
chapter on “Dollars-and-Cents Results,” quoting from such testimonial
letters as the following:

“An engine manufacturer in Kansas City, Missouri: “The Depart-
ment of Commerce has certainly given us a lot of assistance, and we
have been able to nearly double our export business through the help
that has been received.’” From an export representative of American
manufacturers: “Thanks to the prompt and effective assistance of your
London office, I have been able, in less than two weeks, to line up
excellent agents for two of my accounts. With the newly appointed
distributers of the Motors Export Co., 1 have closed a contract
for delivery on 125 cars during the next year and a half, which means
an approximate value at the factory price of over $200,000! . . " A
manufacturer in Pittsburgh: ‘Just one year ago | consulted with the
Philadelphia office of the Bureau regarding getting some foreign
business. They gave me a brief education of this business, and pro-
ceeded to give us various forms of assistance and co-operation. The
results were that in less than six months our export trade was worked
up to where it was 30 per cent of our business, and has been main-
taining at least that average ever since.””

Mr. Hoover did not originate the idea of intelligent and intensive
American exploitation of foreign markets. A few large corporations
had been making big profits from such business since the turn of the
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century. But he did give the idea national currency and he did help
the rank and file of manufacturers to do what only a few great cor-
porations had the vision and the organisation to do before. He helped
to multiply by hundreds the following story of a once exceptional
American industry, as recounted in a recent advertisement of a New
York bank, under the headline “They Planted Dollars in Foreign
Soil”’:

“Back in 1900 or thereabouts, American agricultural machinery
experts went abroad to study markets. Their recommendations were
several: 1. That American agricultural machinery should be sold abroad
strictly by American salesmanship methods. 2. That there should be a
corps of American-trained mechanics available for assembling and
repairing. 3. That foreign branch houses should be established and long
credits given to farmers. This meant a plentiful planting of dollars in
hope of abundant harvest. It also meant certain changes in the machines
to suit foreign needs. Machinery for Great Britain was made smaller
to permit passage through narrow British country lanes. Right-hand
machines were built for countries where oxen or buffalo furnish the
motive power—these animals being driven from the right instead of
the left side. Closer cropping machines were designed for lands that
demanded economy in straw. And this was the result: The largest of
the manufacturers had been selling about $10 million a year before the
change was inaugurated. But during the next 14 years this company
reaped a sales harvest overseas of $500 million for American-made ma-
chinery and binder twine. American export trade has made tremendous
strides during the past few years. But the outstanding successes in the
foreign field are usually found among manufacturers who have used
American sales methods with a judicious adaptation to each market’s
peculiar need.”

The near-omniscience of the Hoover intelligence service in this
economic warfare abroad makes the great military intelligence service
of the Allies and the United States in the World War seem insignifi-
cant. Here is an almost uncanny tale told by Assistant Secretary of
Commerce Klein in his book Frontiers of Trade to illustrate the
strategy of “Precision in Foreign Trading”:

“The Japanese earthquake occurred at noon on Saturday, September
1, 1923. Within a few hours there was gathered in Washington a group
of high officials to make arrangements for relief measures, particularly
in the matter of food, which in this case, of course, was largely rice.
The question arose immediately as to where sufficient quantities of
that essential could be promptly secured and at what price. Various
estimates were presented, but finally Mr. Hoover, who was present
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representing the Department of Commerce, drew from his pocket a
single sheet of paper on which were typed the statistics as to the precise
position of the rice trade in the Far East as of Saturday, September 1,
at noon, the very moment of the earthquake. This seemed to be a case
of almost incredible magic, since it would have been utterly impossible
to effect interchanges of cables and to institute the necessary researches
over such a vast area within that short interval. Yet the material was
there—figures not simply as to the current rice prices in all of the
leading Far Eastern trade centers but also as to the stocks on hand in
important warehouses, the status of crops in the great producing areas
around Saigon, and even the quantities afloat in cargo steamers en
route to various ports. It was then a matter of moments to flash a
series of cablegrams across the Pacific and concentrate the necessary
supplies in time to avert serious famine in the devastated area. But the
background of that crisis and its solution was set many years before.
Rice was simply one of a series of the world’s staples upon which the
trade of this country has requested periodic statistics of just this type;
and the machinery had been set up and functioning satisfactorily in
this regard for years. When the Japanese disaster occurred, therefore,
quite fortuitously at the very moment when one of the periodic checks
had been concluded by the field agents of the Government, all neces-
sary information was automatically available.” ®

THE PRINCE OF WALES, SALESMAN

What chance have the British in economic battle against such an
American war machine, which seems almost to see all, know all, and
do all? Whether in the matter of an intelligence service or of foreign
sales and advertising campaigns the British are rather frantically con-
fessing that their present system is far inferior to the American. They
are clamouring for imitation of the Yankee model. Lord Riddell in his
we-are-fighting-for-our-lives speech to the British Advertising Associa-
tion, quoted above, emphasised that Britain suffers in world markets
from the more effective American sales methods. When the Prince of
Wales, returning from a foreign tour, publicly attacked the inefficiency
of British marketing methods as compared with those of her competi-
tors, comment of the press and industrial leaders supported the Prince’s
Criticism,

The Prince is often described as “Britain’s best salesman.” His
recent foreign trips, like that of President-elect Hoover to Latin
America, have been primarily in the interests of export trade. In
opening the 1929 British Industries Fair, the Prince indicted British
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methods: “I travel a good deal, and sometimes come up against this
somewhat sad state of affairs—a British community, many thousands
of miles away, anxious to buy British goods but unable to do so
because those goods are not suitable or practicable to the locality.
There must be something utterly wrong for such a state of affairs to
exist, and [ can only surmise that local conditions and requirements
have not been sufficiently studied. Either a quantity of the wrong type
of certain articles has been sent out, which is quickly scrapped by your
agent in the favour of the goods which our foreign competitors have
sent out to suit the requirements, or there have been no orders at all.
The same applies in foreign countries.” ®

As a London newspaper remarked, the Prince’s charge “crystalises
many pronouncements from ambassadors and detached observers of
our business ways abroad. Whatever we were when Napoleon made his
historic gibe, we are now a nation of shop keepers. Window dressing
is one of our failures.” *°

Much evidence was taken by the Balfour Committee on this subject.
It showed that Britain’s sales organisation is even more antiquated than
her producing plant. The final Balfour Committee Report found this
to be one of the most serious handicaps in the struggle against foreign
competitors: “It is impossible, on a study of the evidence as a whole,
not to receive the impression that, although a number of British
exporting firms in all industries are as well represented in the consuming
markets as any exporters in the world, too many British exporters
show a want of proper activity in the way of intelligent and sympa-
thetic study of the markets, and energetic salesmanship. . . . It is
quite certain that, unless the characteristics of the market are scien-
tifically studied, with the satisfaction of the individual consumer as
the governing factor in the whole of the manufacturer’s organisation,
British trade cannot hope to hold its own, still less to advance, when
pitted against the systematic approach to their objective which is
displayed by some of our foreign competitors.” *

Part of the rapid Americanisation of world markets has resulted
not so much from direct publicity and sales pressure as from the indi-
rect advertising value of Hollywood films. Some estimates place the
number of American films shown as high as 90 per cent of the total.
The effect on the foreign audiences is obvious: a taste and demand is
created for the kind of automobile used by the motion picture “star,”
or the style of shoes worn, or the plumbing fixtures displayed. Reports
of American consuls are almost unanimous in citing this as a major
stimulant of foreign trade, especially in the newer industries, Foreign
companies and governments are even more impressed by this form of
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indirect Yankee trade propaganda. Naturally they interpret the com-
mercial penetration as a cultural and political menace. With this
justification Britain and eight other governments have passed dis-
criminatory laws and regulations against American films, usually
putting the Hollywood product on a quota basis. Popular demand
abroad, however, has prevented any large scale elimination of American
films. Development of the talking film has done more, perhaps, than
artificial expedients to enable the foreign producer to compete in his
own country. Even though the Yankee film does not retain nine-tenths
of the world trade in the future, it is apt to continue in a dominant
position abroad. One reason for the commercial superiority of the
American motion picture is that its trade and political propaganda is
more indirect and subtle, and therefore more effective, than the
British.

To the many natural advantages which America has as an exporter
over its British rival, such as superior raw materials and home market,
and to the developed advantages of superior production plant and
labour productivity, is thus added the advantage of more efficient
marketing weapons and methods.

THE WORLD WITH A FENCE AROUND IT

As usually happens in the case of rising empires, the United States
while overcoming obstacles set up by her competitors is raising greater
obstacles against herself. It is the old story of human greed. As the
earlier Yankees would have put it, it is a case of “not being satisfied to
have the world, but wanting the world with a fence around it.” Not
content with penetrating markets of the rest of the world, and in many
cases defeating local competitors despite foreign tariff walls, the
United States insists on virtually excluding foreign competitors from
the American market. Our traditional protective tariff is raised higher
and higher, at the expense of American consumers and at the jeopardy
of American export trade.

In the beginning American tariff policy was natural enough. Pro-
tection was needed for certain key industries in their early undeveloped
Stage. But inevitably as that legitimate need was met, the industries
which had grown strong and rich behind the tariff wall demanded and
received tariff increases which gave them virtual monopoly control
and freedom from normal foreign competition. The high tariff lobby
became the strongest of all the predatory influences in Washington.
For years it has dominated the majority political party and made
increasing gains in the minority party. Under popular pressure the
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protected industries have permitted the American workers to share
in small part their tariff bounty. The tariff wall, together with immigra-
tion restriction, helped to create conditions from which American
labour profited temporarily through higher wages and better working
conditions compared with foreign labour. Whatever the temporary
justification from a selfish national point of view of the American
high protective policy in the past, that justification has diminished
to the degree that the United States has become the world’s largest
industrial producer and exporter.

But the majority of American business men, from habit and the
desire for easy profits, are still unable to see how completely America’s
economic position has changed and how disastrous a high tariff wall
must be to us in the long run. The same lack of mobility, the same
dead hand of tradition which prevents British industry from adapting
itself as best it can to changed economic conditions in the field of
production and marketing, prevents American industry from adapting
to changed conditions its tariff policy. The mobility which was native
to American industry in the production field and so successful there,
but which was less spontaneous in the exploitation of foreign markets,
is so far almost completely lacking when it comes to formulating a
tariff policy in line with mobile mass production and mobile foreign
marketing organisation.

Because of the short period in which we have been a major exporter
of manufactured products, and because of our foreign loans and other
items of so-called invisible trade balance to be discussed later, suffi-
cient time has not elapsed for us to feel the disastrous effects of a
one-sided foreign economic policy which seeks to increase exports while
shutting out compensating imports. Of the total American imports in
1928, 34 per cent in value were dutiable. The average ad valorem duty
collected was 40.6 per cent.®* This was higher, as we have seen, than
that of any other major Power.

The American tariff law of 1922, under which those 1928 duties
were collected, was written with the deliberate intent to injure our
foreign competitors, especially Britain. It is a weapon in the Anglo-
American trade war—although it is turning out to be a boomerang.
Britain’s severe depression and unemployment is partly due to the
American tariff wall. As reported in 1926, by the Balfour Committee’s
Survey of Overseas Markets:

“It is certain that, in staple lines of manufactures in which quantity
and low price are important factors, the tariff has rendered competition
from the United Kingdom practically impossible.” ** British commodi-
ties hardest hit by the American law are steel, china and glassware,
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cutlery, and textiles. Other European producers also have suffered.

Besides the high rates other provisions of the American tariff law
have worked hardship on foreign competitors. Under the so-called
flexible provision the President is permitted for the nominal purpose of
equalising production costs to increase or decrease the duty upon a
commodity up to 50 per cent of the rate fixed by the law. This has
been used to raise rates. Of the 36 changes by executive decree in the
period 1922-28, five were decreases on unimportant commodities, and
most of the increases were to the 50 per cent limit. Another provision
of the law authorises the sending of Treasury agents abroad to obtain
foreign production costs to facilitate computation of equalising Ameri-
can duties. These agents have attempted to pry into the private ledgers
of British and other foreign firms in a manner which would not be
permitted by American companies to American government agents,
much less to foreign agents. British and other manufacturers have
protested vigorously against such American commercial espionage. The
law provides that the State Department shall obtain from foreign
governments diplomatic status and immunity for those agents. Only
Roumania and Hungary, for special reasons connected with their
desire to win the favour of Washington, have agreed. Those which have
refused include practically all of the governments of Europe, the Near
East, and Far East. A fourth American method employed to bar
competing foreign goods has been the abuse of “sanitary” embargoes,
which provoke foreign protests. Then there are numerous petty regu-
lations calculated to block foreign competition. One that especially
infuriates our chief competitor is the regulation requiring that such
small and fragile articles as fishing flies be stamped “Made in Britain.”

Despite rising foreign resentment against our direct and indirect
tariff barriers and despite the threat of more severe foreign retaliation,
there is as yet no considerable body of public opinion in this country
demanding appreciable tariff reduction. The American Federation of
Labour is as enthusiastic over the high protection policy as ever. The
Democratic Party has departed farther than ever from its traditional
low tariff policy, which was almost the only issue which distinguished
it from the larger Republican Party. In the 1928 national campaign
the Democratic Party, while criticising certain ways in which Repub-
lican rivals administered the tariff law, praised the high protective
principle, When the Republicans accused the Democrats of loyalty to
the ideals of the lower tariff law of the Wilson Administration, the
Democratic national <hairman, Mr. John J. Raskob, not only denied
the charge but declared that there was no longer any difference in
Principle between the two parties on the tariff question. Significantly,
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this Democratic chieftain used the familiar Republican nationalistic
and anti-foreign appeal to blind the American electorate to the real
economic dangers involved in our 'tariff policy. Mr. Raskob said:
“European industry, getting into operation on starvation costs, envied
our rich markets. A sinister emergency threatened our whole structure.
Regardless of long-run theory, we faced and shall long continue to face,
a new situation resulting from this emergency. Any American, whether
Democratic or Republican, who would advocate breaking down our
walls against this danger invites national disaster.” **

This right-about-face in Democratic Party policy has several causes.
Chief among them are the industrialisation, especially in textiles and
steel, of the South, the traditional Democratic stronghold, and efforts
of that Party to capture the financial and political support of large
Northern industrial groups upon which Republican election success is
built. In general the Democratic shift is a trimming of sails to the winds
of public opinion throughout the country, which are favourable to the
protective policy. While the public ignores the many economic factors
and favourable world conditions which have contributed to the rela-
tively high American prosperity during the last six years, and attributes
that prosperity almost wholly to the “blessings” of our high tariff
wall, there seems little prospect of a saner policy.

Indeed, in 1929, the attempt was made to raise higher that wall.
Despite campaign pledges of President Hoover that there would be
no general upward revision, the House of Representatives under the
complete control of the Administration passed a new tariff bill which
has been described as “the worst in history.” It increased approxi-
mately one-third of all the schedules. It raised the average duty on
industrial products from 34.78 to 38.63 per cent, according to estimates
of the Federal Tariff Commission. Opponents of the bill calculated
that it would impose an annual burden upon American consumers of
nearly $2,500 million, $600 million more than the existing law. The
bill struck at British trade by increasing duties on chemicals, oils and
paints, metal manufactures, textiles, crockery, and other products.
Anticipated modification of this extreme measure under pressure of a
Progressive-Democratic bloc would not be a low tariff victory. At best
the 34.78 per cent on industrial products of the 1922 law probably will
not be cut. Even if the 1922 rate remained the same, the American
tariff rate would still be exceedingly detrimental to America’s future
as an export competitor in world markets.

Foreign protests are more in number and louder than ever before.
Probably no domestic legislation of any nation has ever provoked
such unanimous foreign resentment. That has given pause even to a
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few of the protected industrial monopolies, and has increased the
number of bankers with foreign financial interests who think the wall
should be raised no higher. It has caused the annual convention of
the National Foreign Trade Council to declare against tariff revision
that might interfere with the growth of commercial interchange. Even
that association, which is most directly interested in foreign trade, did
not demand tariff reduction. But it did declare that: “International
balancing of trade should not be prejudiced, nor the continuance of
expansion of our merchant marine consequent upon the increased
exports and imports, both of which are essential to the maintenance
of prosperity and employment, by any procedure which might invite
serious retaliatory action. We must not retard the natural flow of
goods which our foreign customers can pay in their own products for
obligations incurred and for purchase of goods.” **

The world is saying in effect: If you strike us, we shall strike you:
if you will not let us live and prosper, we will not let you live and
prosper; if we are not strong enough individually to resist you, we
shall unite to defeat you. To the extent foreign countries are able to
carry out that threat we shall lose our export trade. That may not
seem a very great calamity to short-sighted Americans of the tra-
ditional isolationist school. But some day even they may be forced to
realise with President Hoover that: “We might survive as a nation,
though, on lower living standards and wages, if we had to suppress the
nine per cent or 10 per cent of our total production which is now sold
abroad. But our whole standard of life would be paralysed and much
of the joy of living destroyed if we were denied sufficient imports. . . .
The Great War brought into bold relief the utter dependence of nations
upon foreign trade. One of the major strategies of that hour was to
crush the enemy by depriving him of foreign trade. . . .” *® Or, as the
President has put it in terms of the average American citizen: “More
than two million families in the United States earn their living to-day
producing goods for exports, and another million families earn their
living in the manufacture of raw materials which we import in exchange
for our exports.”?” Even that highest of protectionists, President
McKinley, said in his last public utterance before his assassination:
“If we will not buy, we cannot sell.”

73



Chapter Four

NEW MARKETS FOR OLD

provocative tariff policy and despite all the foreign attempts at

retaliation and boycott. Neither the fact of Continental cartels,
nor the dream of an economic United States of Europe has stopped the
flow of goods Made-in-America. Boycotts in Latin America and the
Far East have not prevailed against Yankee products. In this post-
War period when there has been so much talk—and, perhaps, so much
reason—for the rest of the world to join in self-defence against our
superior economic power, they merely have shaken a fist at us with one
hand while buying our wares with the other. And there stood Britain
all the while, watching her precious customers turn to the hated Yanks.
It wasn’t logical, it wasn’t right; but there it was. Worse, from the
British angle, the largest American gains were in those new and barely
touched markets of the Orient and Latin America, the markets of the
future.

Britain and 28 other governments in 1929 filed protests of nationals
with the State Department against our tariff policy. Many of these
protests definitely threatened retaliation. Behind these government
notes were resolutions of hundreds of representative commercial asso-
ciations. Not only in England and in the British Dominions, but in
France, Spain, Belgium, Germany, and all major countries of Europe
and Latin America this anti-American sentiment grows.

The obvious American retort that we are not the only tariff offender
is true. But that is not an adequate reply. The European tariff walls
are not so high as ours. In some cases they have a partial justification
as protection of legitimate infant industries, which we once used but
which as the strongest industrial nation in the world we can no longer
claim. Even their justification under present world conditions is weak.
That tariff barriers are retarding the rehabilitation and prosperity of
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Europe is a commonplace, stressed by all recent international economic
conferences.

Though all other forces hitherto have been insufficient to flatten the
European tariff walls, the urgency of uniting against the American
peril may eventually approximate that end. A European customs union,
now widely discussed, cannot be welded over night, even by the fires
of anti-American hatred. European nationalism, stimulated by the
World War, is still too strong as a dividing force, though anti-American
enmity is helping to make Europe forget its internal quarrels. The doc-
trine of a customs union to consolidate for Europe a free trade area,
comparable to the vast home market which helps create American
prosperity and which would enable a united Europe to compete with
the United States for world trade, is making some headway. Another
method of European retaliation against us is the American system of
counter-vailing duties.

Because of our tariff policy we have been unsuccessful in our efforts
of the last few years to obtain commercial treaties with other major
nations. Under the foreign resentment of 1929 the State Department
virtually had to suspend all negotiations for 25 commercial treaties.
Without treaties, we are exposed. Many of our competitors are in a
position, when it becomes expedient, to cancel the most-favoured-nation
treatment now accorded us.

EUROPE STRIKES BACK

To-day the European talk is of a defensive alliance against us;
to-morrow a defensive alliance may become one of offence. As
M. Stephane Lauzanne, one of the best-informed men in Europe, warns
us quite frankly: “The result is that a defence organisation is beginning
to form itself in Europe against America. And experience has taught
us that defence organisations easily become organisations of attack.
Are we going to see an economic war between the two continents? .
Those who are leading us toward this war should think twice.”

Conceptions of a “United States of Europe” vary widely in their
political and economic nature, ranging from the somewhat Utopian
concept of Count Koudenhove-Calergi, president of the Pan-European
Union, to practicable co-operation between major industrial units of
the different nations, which has been achieved in some cases. Count
Koudenhove-Calergi’s proposal is for a United States of Europe with-
out tariff barriers, comparable to the United States of America to
that extent, which is to be brought about somewhat after the fashion
In which the smaller Germanic states were brought into their customs
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union. He proposes to include all of Europe west of Turkey and Russia,
but does not hope for the inclusion of Britain, because of her larger
colonial interests. '

Foreign Minister Briand of France surprised the 1929 meeting of
the League of Nations Assembly with a “United States of Europe”
proposal. He was indefinite, speaking of some kind of “federal” or
political link, besides the economic. He asked the European represen-
tatives to the Assembly “unofficially to consider and study this ques-
tion in order later, perhaps at the next Assembly, to be in a position
possibly to translate it into reality.” Then he gave a separate luncheon
to the heads of the European delegations to the League at which he
expounded his idea further. They listened politely. Many delegates
gave to it that verbal approval which they have so long showered on
other ideals, such as European disarmament, without results. They
refrained from committing themselves to anything, but authorised
M. Briand to prepare an outline of his plan for the interested govern-
ments that it might be discussed at the next Assembly meeting.

There is no serious possibility of any complete political or economic
federation of Europe. Apart from the political rivalries and suspicious
nationalisms, reflected in increasing armaments, there are many reasons
why the complete dream cannot come true. It would isolate Europe as
an economic unit not only from the British Empire and the United
States but also from other colonial regions, including those of France.
Europe cannot be made an economic unit, if for no other reason, because
of insufficient raw materials.

On the political side the Briand plan would have to depend for
support on the groups in each country most favourable to the [ eague
of Nations. But many League advocates naturally object to the plan
because it would do precisely what the “enemies” of the League have
tried to do from the beginning—reduce the League from a “universal”
to a Continental body, which would be its death. Thus when M. Briand
held his “historic” European Federation luncheon of League delegates,
he had to leave out Japan and all the British Empire except Great
Britain and the Irish Free State. With the United States and Russia
already missing, the subtraction of the British Dominions and Japan
would mean that of the three strongest world Powers two and part of
the third would be outside. That is not practicable, for the result would
be a federation of weakness rather than a union of strength.

The grounds for opposition by chauvinistic groups in Europe to any
kind of federation are too obvious to need quotation. But the following
statement by Mr. John A. Hobson, the British economist, expressing
the liberal or so-called internationalist opposition, is interesting: “The
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formation of the whole European continent into such a group would
almost inevitably constitute a challenge to Geneva, even if it kept the
form and the pretence of a grouping of League members to further the
purposes of the League. In short, whether envisaged as an economic
or a political instrument, such a federation seems either impracticable
or, if practicable, dangerous. If, as the name suggests, a Europe consti-
tuted on the lines of the American Union is contemplated, it is quite
chimerical. If, again, it took slighter shape in some distinctively fiscal
organisation for internal co-operation in industry and commerce, it
would be a stumbling-block to the genuine progress of free trade and
co-operation in the entire world, and might easily provoke reprisals in
other countries excluded from their former European markets. In a
word, a union in which two great European countries, Russia and
Britain, were not participants, while another country in intimate
cultural, economic, and political relations with the western European
nations, the United States of America, was excluded, cannot be deemed
to have a footing in the world of political realities.”

Though M. Briand’s idea in itself cannot be taken seriously—and
probably is not meant to be so taken—it is tremendously significant
in its implications. Behind his Utopian words were certain achieve-
ments of the past and plans for the future which are very practicable—
what might be called the earthy and therefore incomplete embodiment
of his mystic “United States of Europe.

Those actual achievements involve closer political co-operation be-
tween France and Germany, and certain other European countries, in
addition to an alliance of some Franco-German industries. On the
political side this is the result of the joint labours of the German
Foreign Minister, the late Dr. Stresemann, and M. Briand. As early
as the Cannes Conference of 1922 the latter was working for this
Franco-German co-operation, which later resulted in the Locarno
security pacts and has now made possible a reparations settlement
through the Young Plan. M. Loucheur, French Minister of Labour
and a large industrialist, has devoted much effort during the last five
years to economic “organisation of chaotic Europe in the face of
organised America.” Despite a natural jealousy between Germany and
France as to which shall have the larger voice in any joint political
Or economic enterprise, it is significant that both agree on the necessity
of closer co-operation.

German interest in a European economic alliance and resultant
political co-operation was explained by Dr. Stresemann in his speech
accepting the Nobel. Peace Prize in July 1927. “Germany’s capi-
talists, by virtue of their former connexions throughout Europe, were
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the very first to repair our broken ties with other countries,” he pointed
out. “We are carried along by evolutionary forces which first mani-
fested themselves powerfully during the Great War. That conflict
unseated Europe from her proud throne as the world's economic
mistress and left her a weakened and wounded continent with an
impoverished population. ‘Where iron grows in the mountain’s cleft,
thence come the earth’s masters.” Europe no longer produces the world’s
most important raw material. Neither, though we may shun recognising
the fact, is she any longer the world’s leader. For this reason her people
are drawing closer together, in order to defend themselves from oppres-
sion and absorption.”

In addition to these general reasons given by Dr. Stresemann, there
were special incentives for France and Germany to draw together in
self-protection. After the Versailles Treaty separated politically the
interdependent Ruhr coal and Lorraine iron industries, they had to
be re-united economically. The result was a Franco-German alliance
in steel.

In this manner began the post-War revival and wider development
of European trusts or cartels, which have now become such an impor-
tant factor in the European industrial situation, both as regards internal
Continental conditions and British and American trade relations with
Europe. Cartels now cover many industries besides steel; including
potash, chemicals, aluminum, copper, radio, films, leather, glue, glass,
wire, rayon, enamel ware, textiles, zinc, and cement. They are limited
in the main to European producers, though some American and British
producers are members of cartels in copper, rails, and rayon. Predomi-
nantly they represent united European industry in direct competition
against British industry on the one side and American industry on
the other. The purpose of these cartels, as indicated, is so far as
possible to cut under European tariff and trade barriers which are such
handicaps to American and British competitors in the European mar-
kets. Also they aim to apportion among members raw materials and
sales orders. Some fix prices. Some provide for interchange of patents,
technical personnel, and standardised manufacturing parts. In brief,
they aim to eliminate competition among themselves and to increase
their united competitive power against American and British pro-
ducers in European and in world markets. Some have been surprisingly
successful in their inclusiveness. France, Germany, Belgium, Czecho-
slovakia, Luxemburg, Austria, and Hungary are in most of the cartels,
and others include also Poland, Switzerland, Jugoslavia, the Nether-
lands, Spain, and the Scandinavian countries.

Some cartels have internal difficulties and bickering among conflict-
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ing national groups. This would seem to indicate that their rate of
growth and completeness of control may not be as rapid as originally
supposed. Nevertheless their difficulties have not been unlike similar
troubles which afflict individual national trusts. Presumably, there-
fore, the power of these European industrial combines will tend upward,
though in an uneven line. In this connexion the Department of Com-
merce states: “It must not be assumed that the movement made no
progress at all during 1928, but merely that such progress was char-
acterised more by a consolidation of position and the solution of certain
problems of internal administration than by the creation of new
organisations of first importance.” ®

Naturally the British and Americans dislike this Continental cartel
movement which intensifies competition. One technical reason why
Britain has not participated in most of these trusts is that they are
built upon unification of a given industry in each country, and British
industry in the main is not yet sufficiently consolidated for the purpose
even within its own frontiers. There are also Britain’s colonial con-
nexions to be considered. But the chief reason for both British and
American aloofness is that they, as the hitherto dominant industrial
Powers, are unwilling to share markets with any one.

This British and American commercial hostility to their new com-
petitor, the European cartels, is however generally given a moralistic
justification in public utterances. Thus Mr. Henry M. Robinson, friend
of Mr. Hoover and head of the American delegation to the 1927 Geneva
Economic Conference, at that meeting explained the American oppo-
sition as follows: “There would be serious danger of monopoly with
resulting exploitation of both the worker and the public. In European
countries there would be additional difficulties and dangers, owing to
the practice of governmental participation in certain lines of production.
Obviously an international cartelisation covering these branches of
production would accentuate international political difficulties and
misunderstandings, for there would be pressure through diplomatic
channels to secure the advantage of cartels in which each government
had a pecuniary interest.”

The British Report of the Liberal Industrial Inquiry is concerned
over the “danger that agreements of this kind may be designed to
restrict production and raise prices rather than to produce a large
output efficiently at low prices . . . agreements of this kind might be
helpful in preventing industrial fluctuations and should not be indis-
criminately attacked. But they are capable of developing into dangerous
monopolies, and should be closely watched.” ¢

The net effect of the cartel movement, the industrialisation of

79




AMERICA CONQUERS BRITAIN

Europe, and multiplication of tariff barriers, has been to decrease the
relative strength of both Britain and America in the Continental
markets. While in 1913 Germany took 7.7 per cent (in value) of the
United Kingdom’s total domestic exports, by 1927 the figure had
fallen to 5.9; meanwhile the proportion of British exports going to
France declined from 5.5 to 3.3 per cent. The United States exports to
France and Germany, which were considerably higher in the early post-
War period than in 1913, have since begun to decline when measured by
those countries’ total purchases. American exports which were 14.8
per cent of French imports in 1923 fell to 13.3 per cent in 1927; and
in Germany declined from 19.1 to 14.7 per cent. Put in another way,
while our total exports have increased in value 136.8 per cent to the
world as a whole, the increase to Europe has been only 75.9 per cent—
compared, for instance, with an increase to Asia of 440.1 per cent and
to South America of 297.2 per cent. In semi-manufactures in the pre-
War period Europe took 67.3 per cent of our exports, but only 49.4
per cent in 1927; and in finished manufactures the decline was from
32.0 to 30.6 per cent. The monetary value of our total exports to north-
western and central Europe has remained practically stationary at
almost $2,000 million in the period 1921-28, though as indicated they
have fallen in their ratio to our world trade.

The meaning of these statistics is patently that both Britain and
the United States are facing in Europe increased competition against
each other and against European producers. Neither the British nor
Americans can put most of their eggs in the European basket in the
future, but must depend more and more on developing non-European
markets.

SELLING THE ORIENT

Hence the importance of Far Eastern and Latin American markets
in the Anglo-American trade conflict. Those are the great undeveloped
markets, large in population and rich in raw materials. They are still
in the main agrarian or semi-industrialised countries open to develop-
ment by foreign capital, foreign industrial ,machinery, and foreign
finished products. They are ready to spend for foreign products the
money they receive for their raw materials.

It is in those regions that America has been most successful in
running far ahead of her British rival and all others. American gains
have been due to the general factors outlined in the first part of this
chapter; and also to our favourable geographic location and to our
ability to take such a preponderant portion of their goods in exchange
for our own. While the exports of 10 selected Far Eastern and Latin
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American countries since 1913 have increased to the rest of the world
87 per cent, to us they have increased 362 per cent.

Japan is in a special position. She is a world Power, is industrialised,
and is a major competitor with Britain and America in the Oriental
markets. We take 42 per cent of her (Japan proper) total exports (in
value) and supply 31 per cent of her imports. We are her best cus-
tomer for raw silk, which accounts for almost one-fourth of her exports.
In few places in the world has Britain fared so badly in competition
with the United States. When the World War began the two com-
petitors had equal shares of Japan’s total imports at 16.8 per cent.
But by 1927 Britain had lost half of her proportion, while America’s
share had doubled, the figures being 7.0 per cent for her and 30.9
for us. There has been the same trend, though less sharp, in goods
taken from Japan. Britain’s share of the total fell from 5.2 to 3.3 per
cent in the period 1913-27, while the American ratio rose from 29.2 to
41.9 per cent.

China is one of the oldest battlegrounds of foreign traders. From
the days of the New England clipper ships it has lured Americans.
A Yankee vessel made Canton in 1783. Defence of our shipping rights
in the China trade was partly responsible for throwing us into the War
of 1812 against Britain. It was for China that we made our Open
Door declaration in 1899. From the beginning, therefore, much of
American foreign policy has turned on China and has been in direct
conflict with British policy and British special privileges there. To-day
China is more important than ever, and is so recognised by the
American Government and business interests. From any angle of world
trade China is important. Her population is almost equal to that of
all Europe. Her industrialisation has barely begun in a few coast cities;
her potentialities as a market for transportation equipment and prac-
tically all types of finished industrial products from the Occident are
almost without limit. Though foreigners have amassed much wealth in
exploiting that country in the past, large scale development has been
retarded by the very size of the enormous and illiterate population, the
great distances and lack of transportation, and the frequent civil wars.
After long delay both the United States and Britain have recognised
the Nationalist Government, granted virtual tariff autonomy, and
signed new commercial treaties. Such major issues as extraterritoriality
and foreign debts await settlement. Nevertheless prospects for Chinese
economic development are perhaps better than in many years.

America has profited both directly and indirectly from the anti- .
British and anti-]Japanese movements which have attended the Chinese
people’s struggle against foreign control. After the other Powers had
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divided China into spheres of influence, it was expedient from the
first for the United States to assume the part of a so-called “friend of
China” and insist on an Open Door policy. Such commercial and
political considerations coincided with the interests of the American
missionary and philanthropic groups. Therefore the United States has
long held a unique position in that country. Our traders have been
subjected to Nationalist anti-foreign boycotts less than have our British
and Japanese commercial rivals.

Due to these and other causes our trade has gone ahead of Britain’s
and is catching up with Japan’s. Britain’s share of China’s foreign
purchases in 1913 was 16.5 per cent compared with our 6.0 per cent;
but in 1926 the British per cent fell to 10.2, while ours rose to 16.4.
In the same period the proportion of Japan and Formosa rose from
20.4 to 29.4 per cent. In that period the British increased their share
of China’s exports from 4.1 to 6.5 per cent, Japan and Formosa from
16.3 to 24.5 per cent, while the United States made the largest relative
gain with an increase from 9.3 to 17.4 per cent.

Britain is injured by the growth of native cotton factories (which
now have more than 3.3 million spindles), and consequent loss of
textile trade. Lancashire cotton mills and workers cannot compete with
sweated coolie labour. Britain is falling behind us in the rivalry for
iron and steel trade, as well as in the newer industrial products. Our
exports in machinery, electrical equipment, and automobiles are rising
rapidly. In China’s largest class of imports, which are still food stuffs
such as cereals and sugar, of course Britain has no chance to compete.
In products in which there is direct Anglo-American trade conflict, our
superior sales methods and adaptation of product to market peculiari-
ties give us gains at England’s expense. Commenting on the future,
Assistant Secretary of Commerce Klein in his Frontiers of Trade says:
“As China recovers, competition is bound to be more acute particularly
from England, Germany and Japan.” ®

MR. HOOVER GOES GOOD-WILLING

Latin America’s importance as a major market of to-day and to-
morrow has been advertised by the recent “Good Will” tours of
Mr. Hoover, Colonel Lindbergh, the Prince of Wales, and the official
British Board of Trade mission, all essentially projects in commercial
salesmanship. The Prince was first. When he returned to London in
1925 he described that continent as a “land of almost boundless possi-
bilities.” Mr. Hoover’s trip, the first of its kind ever undertaken by a
President-elect of the United States, was in line with his efforts of eight
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years at the Commerce Department to increase American trade in the
Southern republics.

The British mission of 1929 was a definite attempt to counteract the
Hoover tour. It was appointed by the Board of Trade to study “the
relations, industrial, commercial, and financial, of Great Britain with
both countries (Argentina and Brazil) with a view to their develop-
ment in the general interests.” Probably no country has ever chosen
such a strong foreign trade body. Its president was Viscount d’Abernon,
financier, former advisor to the Egyptian Government and chairman
of the Dominions Royal Trade Commission, and Britain’s first am-
bassador to Germany after the War. Other members were: Sir William
Clare-Lees, textile magnate and member of the Balfour Committee;
Mr. G. E. Rowland, representing large engineering interests, and
Mr. Julian Piggott, spokesman of the iron and steel industry. Unless
the Latin American battle were a major one in the Anglo-American
trade war the London Government would not bring up such large guns.

The British mission was successful. President Irigoyen, who is so
bitterly anti-American that he refuses to name an ambassador to
Washington or to send delegates to Washington Pan-American con-
ferences, was induced in September 1929, to sign with Viscount
d’Abernon a credit and trade compact. While Britain was to place no
duty or restriction on Argentine meat and cereals, Argentina was to
reduce duties 50 per cent on British rayon and textiles to the disad-
vantage of similar Yankee goods. Argentina was to buy about $40
million of British materials. The Argentine bank moreover was to
extend a trade credit. While welcoming any such trade blow as a
retaliation against the United States, the principal Buenos Aires news-
papers, La Nacion and La Prensa, objected to the agreement as illegal
on the ground that the President had power neither to extend the
bank credit nor to close the contract without specific authorisation
from the Argentine Congress. They also charged that Britain received
all the benefits.

La Prensa said: “We prefer to buy British goods instead of those
from countries that close their markets against us, but the credit
agreement pledges the Argentine Government to buy supplies from
Great Britain without seeking competitive prices from other countries
which undoubtedly would offer identical supplies cheaper. On the other
hand the British Government will not buy anything from us in a
manner which would prejudice its Dominions or increase our exports
beyond what they would have been without opening this illegal credit.
Since the British Government does not engage in trade its purchases
will be exclusively to feed and clothe its army and navy.” ®
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First fruits of the Anglo-Argentine compact were seen, within a
month of its signing, in a $1.25 millien railway (subway) equipment
order given to two British companies over the heads of American
bidders. But one of the successful companies was the British General
Electric, in which Americans captured a majority of stock in the same

ear.

. The British trade drive in Argentina does not stop with the d’Aber-
non mission. In this connexion the following Buenos Aires despatch
is interesting: “British manufacturers are preparing to make an organ-
ised attack upon the Argentine market in an attempt to oust American
products from the domination they are now enjoying. Indications point
to a two-year plan being prepared, to culminate with the British
Industries Exposition, which is being held here from December 1930
to February 1931, and which promises to be a great concentrated effort
to induce Argentine buyers to forego the preference they now have for
American merchandise. It is reported that a group of British manu-
facturers are attempting to raise a $> million advertising fund with
which to launch their first attacks in South America, principally in
Argentina, the most important market.” *

Bitterness in this battle is all the greater because Britain is trying
to re-conquer trade territory, which, in her present impoverished con-
dition, is more necessary to her than formerly. She gained early leader-
ship there by being first on the field both in trade and investments.
She still has larger investments than the United States and four times
as many banks. The United States had many handicaps, not all of
which have been overcome. Many of our imports from Latin America
before the War came to us via London.

Of greater importance has been the anti-Yankee hostility, provoked
by our imperialistic policy in the Caribbean. That opposition has been
multiplied by crude financial and commercial methods employed there
by our business representatives until recently. The British have been
more astute in their personal treatment of Latin Americans. More-
over, there seems to be adequate evidence that not only some British
business men but also British diplomats have fanned anti-Y ankee senti-
ment for their own trade purposes. Although American officials and
traders are very indignant over such “dirty work,” the British are
guilty of no more than imitating similar tactics employed by Ameri-
cans against them in China. In any case it is obviously ridiculous for
Americans to attribute most of this anti-Yankee hostility to the British,
when we have created it and keep it alive by our official policies and
business methods. South American opposition to the “Colossus of the
North” is very strong. It would be difficult to find elsewhere such
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attacks of one supposedly friendly people upon another, as the Latin
American newspaper criticisms of the United States which followed
Mr. Hoover on his so-called Good Will tour. The same hostility was
chiefly responsible for the attack, led by Argentina, upon United States
policy at the Pan-American Congress in Havana in 1928; for Argen-
tina’s refusal to attend the 1928 Pan-American Arbitration Conference
in Washington; for Argentina’s failure to name an ambassador to
Washington; and for the unwillingness of Argentina and Brazil to sign
the Kellogg multilateral treaty for the renunciation of war.

On top of all this came the tariff dispute, which caused a worse
reaction in Latin America even than in Europe. The Hawley-Smoot
tariff bill struck at Cuban sugar, fruit, and vegetables; at Argentine
corn, flax seed, wool, fruits, dairy products, hides; at the meats, hides,
and wool of Mexico, Uruguay, Paraguay, Brazil, Peru, Venezuela, and
Colombia; at Chilean fruits and vegetables; at the cacao of Brazil,
Ecuador, Haiti; and at other Latin American products.

No greater tribute could be given Yankee foreign trade power than
that it has won Latin American trade despite’ all these obstacles.
Perhaps the explanation is partly in the fact that the products, special-
ties, and styles of the Colossus have a peculiar fascination for nations
intent upon becoming “modern.” But there have been also the usual
tangible factors of our ability through mass production to turn out
cheaper products, our superior salesmanship, and—as discussed in
later chapters—our development of credit, communications, and ship-
ping facilities. The proportion of our Latin American exports carried
in United States bottoms rose from eight per cent in 1913 to 46 per
cent in 1926. Comparable expansion has occurred in commercial cable
connexions, banking facilities, and United States press services, which
are now Latin America’s chief contact with the outside world.

Britain’s share in the imports of the 20 Latin American republics
dropped in the period 1913-27 from 25 to 16 per cent, while ours rose
from 24 to 38 per cent. We buy 40 per cent of Latin America’s total
exports, or more than her three largest European customers combined.
The United Kingdom’s share of purchases fell in the 1913-27 period
from 19 to 17 per cent. This matter of uneven trade balance with
England is a sore point in several of those countries.

Frequent inspired and contradictory statements are made by Ameri-
can officials that most of the Latin American trade is not competitive
and that our gains are not at the expense of Britain. The facts are
otherwise. There is direct competition in the highly important export
Industries of steel, railway equipment, industrial machinery, hardware,
textiles, It is true that American gains are chiefly represented by newer
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industrial products such as automobiles, electrical equipment, tires,
films. But it is rather begging the fuestion to assert that Britain is
not a competitor in those lines, merely because hitherto she has not
been a successful competitor. As we have seen, her older industries
never can regain their dominant world position and her future pros-
perity depends precisely upon being able to develop those newer indus-
tries in which the United States now excels. As a matter of fact the
British are bidding definitely for such trade in Latin America, and
are encouraged to do so by some Latin Americans. For instance, an
officer of the powerful Rural Society of the Argentine in a recent
London speech said: “I am here to tell the Board of Trade and the
manufacturers of motor cars and agricultural machinery that Argen-
tina is willing and anxious to buy from this country if she will make
the articles we want.” ®

Official British trade reports indicate that in the competition for
Latin American markets the chief British assets are the anti-Yankee
agitation and boycotts in those countries, caused by our imperialism
and tariff policy; and that her chief liability is the inferiority of the
British foreign sales system—this, of course, being in addition to the
fundamental handicap of British producers compared with American
producers in the matter of plant and home market.

Discussing anti-Yankee movements in South America, Assistant
Secretary of Commerce Klein in his Frontiers of Trade says: “Much
of the agitation along this line which has been directed against Ameri-
can goods in the River Plate region is, of course, not countenanced by
the intelligent, far-sighted Argentine leaders, but is stimulated by our
European rivals who are endeavouring to capitalise every aspect of
anti-American feeling.” ®

It was frequently stated in Washington that Sir Malcolm Robertson
had permitted certain members of his embassy staff in Buenos Aires to
participate in such anti-American propaganda. Sir Malcolm himself
devoted much of his time to improving Anglo-Argentine trade rela-
tions. In a recent London address on trade prospects in the Argen-
tine, he tried to rouse his countrymen to the danger of the United States
taking Britain’s place as the merchant of South America. He lamented
that Yankee “propaganda”—that is United States news agencies and
films, on which Latin America is increasingly dependent—probably
could continue to open the way for United States trade-

But the official British commercial report on the Argentine issued
early in 1929 under the signature of Mr. H. O. Chalkley, commercial
counsellor at the British embassy in Buenos Aires, takes the position
that “the Argentine purchasers prefer British goods and will buy them

86 .

— —— -




NEW MARKETS FOR OLD

if the prices are right.” Writing of those indirect trade stimulants, which
his chief Sir Malcolm regarded as propaganda when of Yankee origin,
Mr. Chalkley stated: “Less widely known perhaps is the recent growth
of other than material influences in strengthening this connexion
(British exports). In the short space of 10 or 15 years the various out-
door sports introduced into Argentina by the British have spread
throughout the country and have gained such a strong hold on the
population as to bid fair to exercise a beneficial influence on the whole
outlook of the new generation of the Argentines.” *°

Whether or not anti-American agitation is encouraged by the British,
there can be no question that it is a potent factor. Joining with the
press of that country, the Argentina Rural Society in 1929 requested
the Buenos Aires Government to make new commercial treaties for the
purpose of retaliating against the United States tariff policy. Under this
plan our manufactured products would continue to pay present rates
while Britain would receive lower preferential rates. The Argentine
Industrial Union (of manufacturers), while as enthusiastic as the Rural
Society over anti-Yankee boycotts, is pressing for higher local tariffs
all round—so Britain may not get her desired duty decreases. La Prensa
of Buenos Aires, one of the leading newspapers of Latin America,
warns of a Pan-American commercial war: “If the American nation
raises a Chinese Wall in order to protect herself against the abundance
of other countries, there naturally will emerge a state of commercial
war with these countries. This condition would be irreconcilable with
the true Pan-American spirit.” *

Doubtless one reason hostility to American political and tariff poli-
cies has long been stronger in the Argentine than in some other Latin
American countries is that it is the only one which competes
directly on a large scale with American products, that is, with our
agricultural products. Argentina is politically the most independent
and strongest of those countries, as witness her repeated defiance of the
League of Nations and of the United States. In climate and agricultural
products she is similar to the United States, and in economic condition
1s not unlike the United States of 40 or 50 years ago. She hopes to
become the Colossus of the South, though she probably would use a
different word. So, as a minor but growing world Power, she tends to
lean toward Britain to counterbalance somewhat the resented domi-
nance of the United States in this hemisphere. Two other factors en-
courage her trade relations with the British. First is the preponderance
of British investments (including railways) which are four-fold greater
Thz}n ours. Second, Britain is the chief market for her exports. Indeed,
Britain imports more from the Argentine than from any British Do~
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minion or foreign country, except the United States; while Argentina
ranks as Britain’s third largest buyer.|

In view of these factors which—unlike those of most other countries
of the world—are more favourable to British than to American exports,
it is surprising that the United States has been able to repeat in
Argentina as elsewhere her market victory over Britain. Increasing
anti-American agitation may reverse this. But to-day the United States
is on top, and Britain is down. While the United Kingdom’s share
in Argentina’s imports fell from 31.0 to 19.3 per cent in the period
1913-27, ours rose from 14.7 to 24.7 per cent. Also we are reducing
the adverse trade balance, which in the long run may be the determin-
ing factor in our relations with that country. Though still a far larger
market for Argentina’s products Britain’s share is almost stationary,
being 25.1 per cent in 1927 compared with 24.9 in 1913, while in that
period our share of Argentina’s exports almost doubled from 4.7 to 9.1
per cent. With Argentina our leading Latin American market in 1928,
almost as large as our three next-best South American customers
combined, all the skill and strength of American salesmanship is being
employed to block Britain’s latest official drive to recapture by high
powered missions and otherwise the bulk of the Argentine market.

It is not necessary to examine in detail the smaller Latin American
countries, such as Ecuador, where our trade increase represents, in the
words of the Department of Commerce, “a gain made at the expense
of the United Kingdom.” **

But the figures for the three other large Latin American markets
—Brazil, Chile, and Mexico—are significant. Our portion of the Mexi-
can market has risen to 70 from a pre-War 50 per cent, compared
with Britain’s decline from 13 to seven per cent. What the Manchester
Guardian Commercial describes as “the waning importance of the
British manufacturer in the international trade of Chile,” is attested
by a report of Mr. W. F. Vaughan Scott, British Commercial Secre-
tary at Santiago. According to the Commercial: “The twilight of the
British manufacturer Mr. Scott attributes to various causes, but in the
main to lack of enterprise. Absence of propaganda, neglect of per-
sonal study of and contacts with the market, out-of-date methods of
business are the plaints he levels against him (the British manu-
facturer).” ** Such pessimism on the part of London Government
officials seems not altogether unjustified in view of the decline of the
United Kingdom'’s share of Chilean imports in the 1913-27 period from
30.0 to 18.4 per cent, contrasted with our increase from 16.7 to 29.7
per cent.

With the possible exception of Argentina, the Anglo-American trade
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conflict in Latin America is sharpest in Brazil. This bitterness is due
to the fact that Britain, having lost much of her trade with Brazil to
the United States during the World War, then regained her position
for a short time by heroic efforts. But by 1924 the United States had
nosed her out of the lead again, In 1929 Britain sent the d’Abernon
Mission. Brazil is a great market, and even larger potentially. Her
area exceeds that of the United States. She has more than half the
inhabitants of South America. She has the world'’s richest iron deposits,
the oldest rubber forests, the widest variety of climate, population,
and natural resources. She grows more than two-thirds of the world’s
coffee. We are her best coffee customers.

This matter of trade balance—we buy from her twice as much as
we sell—works to our advantage and against the British in Brazil as
the Argentine trade balance favours Britain at our expense. To win this
market the United States has applied not only its superior sales tech-
nique but has resorted to “dumping.” To capture the textile trade, so
important to Britain with her large scale unemployment in that indus-
try, Americans in 1929 sold hosiery yarns at five cents a pound less
in Brazil than at the factories in the United States. So, in one way and
another, the United States raised its share of Brazilian imports in the
period 1913-27 from 15.7 to 28.7 per cent, thus reducing the United
Kingdom'’s portion from 24.5 to 21.2 per cent. At the same time our
share of Brazil’s exports rose from 32.2 to 46.2 per cent, while the
United Kingdom’s fell from 13.2 to 3.4 per cent.

To summarise, Britain’s share in total Latin American imports fell
in the period 1913-27 from 25 to 16 per cent, while—and chiefly because
—ours rose from 24 to 38 per cent.

THE RICHEST MARKET

Britain also is gradually slipping from her high position in the
richest of all markets, namely, the United States. We are still her
third best customer, ranking below only India and Australia; and we
are now taking a slightly larger portion of her exports than in 1913—
6.4 per cent in 1927 compared with 5.6 per cent in 1913. But that
merely means that her losses in American trade are somewhat less than
elsewhere, say in France and Germany. The value of her 1927 exports
to us was $221 million. When translated into 1913 values that was
somewhat less than her 1913 exports to us of $142 million. Her loss
is much greater when measured in terms of her share of total American
Purchases; it fell front 16.5 per cent pre-War to 8.5 per cent in 1928.
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Her decline has been steady; 10.3 per cent in 1921-25, 8.6 in 1927,
and 8.5 in 1928. '

There has been a similar, though less sharp, decline in the importance
of Britain as a market for American goods. She is still our second
best customer, having only recently been edged out of first position
by Canada. But our 1928 exports to her of $847 million, when con-
verted into pre-War values, were less than the 1910-14 average of
$567 million. Her relative loss was greater. The United Kingdom’s
pre-War share of our total exports was 26.2 per cent, the figure declin-
ing to 21.4 per cent in 1921-25, to 17.2 per cent in 1927, and 16.5
per cent in 1928.

Thus, although Britain and the United States are still very much
dependent upon the trade of each other, the economic bonds between
these two rivals are steadily diminishing. From this process Britain is
much the greater sufferer. She has not been able to compensate else-
where by world trade increases for her relative losses in the American
market, while the United States by phenomenal world gains has more
than wiped out the relatively insignificant losses in her share of the
British market. “Our large favourable trade balance with the United
Kingdom ($499 million in 1928), as shown by the usual statistics,
is increased about one-seventh by refinements eliminating re-exports
and including indirect trade in domestic products,” according to a
Department of Commerce statement, Aug. 19, 1929. Our visible trade
balance with that country is not financed to any extent by the direct
invisible trade between two countries, for the favourable balance of
payments—on current account, at least—was apparently only about
$8 million less than the visible trade balance. Either balance, therefore,
must have been financed by triangular transfers—or else by loans and
investments. That we should have a large favourable trade balance
with the United Kingdom seems normal, since that nation has the
world’s largest unfavourable trade balance while we have the world’s
largest favourable trade balance.

The significance of Britain’s loss in the United States market must
be measured in connexion with the reduction of her sales to Europe and
her declining relative position as an exporter to other foreign countries,
especially those of the Far East and Latin America.




Chapter Five

AMERICA INVADES THE DOMINIONS

ITH BRITAIN'S FOREIGN markets slipping away, and with world

tariffs, European cartels, and America’s growing industrial

S 5 power intensifying competition, what can Britain do to in-

crease the export trade upon which her survival so largely depends?

Two artificial stimulants have been attempted without much success.

One is domestic tariff. The other is a system of Imperial Preference

by which she obtains a privileged position in Dominion trade, dis-
criminating against her American and other export competitors.

BRITAIN TRIES THE TARIFF WEAPON

As a country dependent upon the outside world for both food and
industrial raw materials, Britain’s need always has been to facilitate
importation of foreign products rather than to shut them out. As the
relative economic self-sufficiency of the United States has been reflected
politically in a protectionist tariff policy, so Britain’s economic depend-
ence has been reflected in her traditional free trade policy. But, of
course, there have been periods when certain British groups have tried
to have their pie and eat it too, and so have toyed with the protectionist
idea. The World War was conducive to such inconsistency. Dislocation
of British industry and finance, added to the multiplication of Euro-
pean and other tariff walls and the heightening of the American bar-
rier, turned Britain toward a protectionist system. She raised tariff
and licensing barriers to protect certain domestic industries. She
evolved three different theories to justify her departure from free
trade, each to fit a different group of protected products. All of these
protective measures were advanced as necessary but temporary expedi-
ents; which would not be continued after the emergency. Under one
scheme certain “key” industries considered essential to the nation in
war and peace werée afforded protection, such as chemicals. Another
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group of industries obtained protection under the Safeguarding of
Industries Act, and a third group under the so-called McKenna Duties.
The latter, nominally imposed for War purposes, were repealed by the
first Labour Government but revived by the Baldwin Conservative
Government.

Though Mr. Baldwin promised in the 1924 campaign not to force
a protective tariff, his Government after the election of that year
extended “safeguarding.” Safeguarding is variously described by anti-
protectionists as “protection by the back door,” or “safeguarding is
the means, protection the end,” or “protection is suicide by hanging,
and safeguarding is suicide by slow poisoning.” Safeguarding duties
usually are 33% per cent, with an Empire preference of one-third.
Nominally safeguarding benefits were to be limited to industries
meeting a threefold test: Industries convincing the Board of Trade
that they were of “substantial importance,” that they were meeting
“unfair” foreign competition causing British unemployment, and that
they were “reasonably efficient” industries. Industries which have ob-
tained protection, nominally under these terms, include automobiles,
lace, embroidery, silks, artificial yarns, fabric and leather gloves, but-
tons, clocks and watches, gas mantles, cutlery, china and table-ware,
wrapping paper, films, rubber tires and tubes.

Much of this protective tariff wall was raised in direct retaliation
against the United States, especially such duties as those on hosiery,
films, tires, and automobiles. American competitors have not been able
to scale the tariff wall on hosiery; while Britain took 34 per cent of
our total hosiery exports in 1925, when the 33% per cent duty was
imposed, she took only 8.6 per cent in 1927. But our mass production
and home market superiority in films and automobiles enabled us to
increase our British market despite the tariff barrier and the film quota
restriction system. American automobile and tire manufacturers estab-
lished British factories inside the tariff wall.

In view of the continuous British protests against the American
tariff, it is interesting to note that the two countries collect about the
same amount of duty. American collections in 1927 were $574 million,
while the United Kingdom’s in the year 1927-28 were $544 million—
though, of course, a much larger proportion of the American total was
for protective in contradistinction to revenue purposes.

Naturally there is much disagreement among British political groups
and among industries regarding the value of the safeguarding experi-
ments. Protectionists argue that safeguarded industries have in two
years increased exports 10 per cent and decreased imports 30 per cent,
while in unprotected industries exports have fallen 10 per cent and
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imports increased 12 per cent. Anti-protectionists reply that only those
industries are advancing under safeguarding which were making head-
way before protection was accorded. Probably the brief period in
which safeguarding duties have operated and the fact that most of
them have applied to secondary industries, should prevent dogmatic
conclusions as yet on the merits and demerits of these individual cases.

But it is fairly clear—apart from the benefits which may or may
not accrue to the “sheltered” industry—that the effect on British
industry as a whole and upon British consumers is baneful. There
seems to be adequate evidence that such protection, as might have been
expected, has operated to stimulate uneconomic branches of industry
and to subsidise and perpetuate inefficient plants, at a time Britain
needs a maximum of industrial “rationalisation” and efficiency. To
that extent protection is retarding the modernisation of Britain's in-
dustrial plant, upon which her ability to compete with the United States
in the world market depends. Such modernisation requires elimination
or transformation of antiquated factories, and deliberate deflation of in-
dustries which cannot be operated on an economic basis under British
conditions when tested by competitive export ability. All protective
tariffs of whatever nature benefit the sheltered industry at the expense
of the non-sheltered. But in a country so peculiarly placed and in such
an unhealthy industrial condition as Britain, the normal effects of
helping a few small industries at the expense of the majority is un-
usually detrimental. In such safeguarded commodities as lace, cutlery,
gloves, wrapping paper, imports have increased, while in other com-
modities imports retain a dominant position in the market, the net
effect in either case being to make the already hard pressed British
consumer pay more. The safeguarding duty thus is a virtual consump-
tion tax paid chiefly by the rest of the country to the protected in-
dustry.

To the extent that British consumers pay more for sheltered prod-
ucts, whether of domestic or foreign origin, those consumers have less
money to spend on non-protected products. That, in turn, tends to
increase unemployment in the major industries which are not pro-
tected. Benefits—if any—which might come from a more widely ex-
tended protective policy are absent under the piecemeal tariff system.
For instance, the automobile industry is protected. But, thanks to the
general free trade system prevailing, the automobile industry is able
to buy its raw materials and semi-manufactures cheaply from the
unprotected steel industry, and in that sense is being subsidised by the
depressed steel industry. Hence the repeated demands of steel manu-
facturers to share in safeguarding duties.
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Many British protectionists recognise this situation, and conceive
of the present piecemeal tariff as merely a forerunner to a more gen-
eral protective tariff—depending upon the speed with which the coun-
try can be converted from its traditional free trade faith.* In other
words they are trying to force their country into the unenviable and
exposed position of the United States, which now has an incipient
tariff war on its hands. The United States, being relatively self-suffi-
cient as an economic unit might survive united foreign reprisals; but
dependent Britain could not. Nevertheless it is estimated that three-
quarters of the Conservative party are protectionist, and so are minori-
fies in the Liberal and Labour parties—for instance, some trade unions
in the depressed textile industry favour a tariff on dress goods.

But there seems to be no immediate prospect of extending the Brit-
ish protective tariff. Immediately after taking office in 1929 the Labour
Government rejected recommendations of an official commission for a
tariff on one type of woollen goods, and even the Conservative Gov-
ernment in 1928 resisted the pressure for a safeguarding duty on iron
and steel. Prime Minister MacDonald informed Parliament that the
1929 election constituted a popular rejection of the safeguarding duties,
that none of them would be renewed, and that some might be repealed
by the Labour Government before their normal expiration.

At any rate the present degree of protective tariff has not solved
Britain’s problems of over-production, over-population and loss of
export markets. And the doubtful experiment of general domestic
tariff protection there is not in sight. Tariff, like Britain’s halting
modernisation of her industrial plant and like her Empire migration
schemes and lesser panaceas, leaves her substantially no better off than
she was five years ago—that is, in a very serious economic condition.

PUTTING HUMPTY DUMPTY TOGETHER AGAIN

One other major panacea is suggested. It is to combat the United
States of America with a superior United States of the British Empire.
To compensate for lost foreign markets, higher American and world
tariff walls, and increased export competition from European cartels
and American mass production industry, a variety of related schemes
are proposed to make the rest of the British Empire rescue the United
Kingdom. Advocates range all the way from Lord Melchett, Lord
Beaverbrook, Sir Harry McGowan, Lord Rothermere, and the former
Minister for Colonies, Mr. L. S. Amery, to the president of the British
Trade Union Congress, Mr. Ben Tillett. The goal is an Empire Eco-
nomic Unit, with free trade inside and a tariff wall outside. The argu-
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ment is that, while the United Kingdom is dependent, the Empire is
virtually independent in food, raw materials, industrial equipment,
and as a mass home market; therefore, if handled as a unit, the United
Kingdom’s weakness of over-population and over-industrialisation
combined with the Dominion’s under-population and agricultural pro-
duction, might create a combined strength for the mutual benefit of all
members of the Empire.

To quote the program of Lord Beaverbrook, which he calls “real
imperialism”: “The real policy is quite simple. . . . Trade barriers
between England and the Dominions would be knocked down. Barriers
against the rest of the world would be raised up. It involves a tax on
foreign wheat and meat, with free entry for British wheat and meat at
all parts of the Empire. Canadians and Australians will advantage,
with a corresponding opportunity to British farmers. The British man-
ufacturer will also get the right of entering the Dominion, colony and
protectorate free from a customs tax, while the foreigner will pay for
the privilege. The true imperialist crusader would welcome a direct
contest on this issue, . . . Trust the people to give a sound and right-
eous verdict on this issue and so restore to Britain as part of the British
Empire the prosperity which was her heritage and give her the indus-
trial primacy of the world.” #

Lord Melchett (Sir Alfred Mond), the industrial leader (in chemicals,
coal, nickel), has developed the idea in much greater detail in addresses

in England and the Dominions, and has republished the more impor- .

tant of these addresses in his book, Industry,and Politics. His plan—or
dream—may be summarised as follows (pp. 244-245, 269-290): The
United Kingdom should not consider herself alone an economic unit;
she should refuse to treat with the United States or the rest of the world
as such. Instead of conceiving of herself as a country such as Germany
or France, she should conduct herself at all times as the head of an
Imperial Economic Unit—especially when faced by European cartels
and American mass industry. Or, as he advises Britons to say to their
rivals: “You cannot deal with us for Great Britain. You either deal
with us for the British Empire, or you do not deal with us at all. I do
not admit that there is such a thing as Great Britain.” Unless this
attitude is maintained, he foresees European penetration of the Empire
in addition to an increase of the present dangerous “American penetra-
tion already far too much into the Dominion of Canada.” He chides
the Canadians and others for being overwhelmed by the power of the
United States. .

“Compared with the British Empire, the United States is a trifling
proposition,” he argues. He admits as obvious that the position of
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Britain alone, between the United States and Europe is “precarious.”
The picture, however, changes completely when the great United
States is compared with the greater British Empire. Compared with the
United States and its three million square miles and population of 35
to the square mile, the United Kingdom with only 88,000 square miles
and population of 536 to the square mile is impossibly inferior. But
the population density of the British Empire is no greater than that
of the United States: indeed, it is exactly the same. The 450 million
population of the British Empire is four-fold that of all the United
States’s subjects, but the area of the British Empire, 14 million square
miles, is also four times as large as the combined United States terri-
tory. The Empire is also superior to the United States in resources,
according to him: of the world’s total production the Empire’s per-
centage of control is 27 in wheat, 66 rice, 53 cattle, 51 sheep, 69 gold,
42 tin, 88 nickel, 15 silver, 30 zinc, 23 lead, 77 wool, and 87 rubber.
These resources if united could be used as a club against the United
States or any other Power. Contrasting that potential bargaining power
with the present, to him, unsatisfactory bargaining with the United
States, he says: “It would be a very different atmosphere and a different
reception when the knocking was heard at the doors of Washington.
It would not be so much a question of asking for favours but stating
what would be acceptable.”

He deplores at length the tendencies of the Dominions to act on
self-interest instead of Empire interest as a whole, and warns that this
evil unless corrected “may cause us to lose a great structure of self-
governing brotherhoods whose common existence is of infinite impor-
tance to the future continuance of the Anglo-Saxon race, and of the
gravest import to the development of all that seems best in our modern
civilisation.” Passing on from the high moral purpose of saving mod-
ern civilisation, he points out that there are certain trade savings to be
made. The Dominions take less than half of Britain’s total exports
and she takes less than one-third of her imports from them: “There
is here, then, a great field for the development of Empire trade. . . .
It will also be seen what a large body of the trade done by the Empire
with foreign countries could be kept within the Empire.” But, while
Britain is waiting to export her industrial surplus to the Dominions in
exchange for their food stuffs and raw materials, they are hampering
British manufactured exports by tariffs and by “endeavouring to create,
in many cases, highly artificial, instead of economic industries.” Hence,
while Britain and the Dominions “should be mutually complementary
we are mutually antagonistic.”

He proposes: First, unconditional and complete Imperial free trade
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within the Empire, and a joint Imperial tariff against products outside
the Empire Economic Union. Second, “the control of important raw
materials (which) might enable you, by means of export duties for
instance, to give substantial advantages to those within the Empire,”
along the lines of the British rubber monopoly scheme which caused
Mr. Hoover to start a violent anti-British campaign. Third, extension
of the restrictive import quota plan, to which the United States objects
so strenuously when applied by the British to American films: “Why
not a quota on British materials in all directions? Examined, the quota
idea might become a very powerful instrument to further the use both
of home and Imperial products as against products produced by those
outside the magic circle. It is certainly a weapon which we are now
engaged in forging in a relatively unimportant industry which might
have much wider repercussions.”

The conclusion of this Melchett scheme is much more significant
than the details, for his conclusion reveals how easy it is for the Anglo-
American economic conflict to become a potential Holy War—as sug-
gested in the first chapter of this book. Here is how this leading British
industrialist transforms a plan for British economic world domination
into a “holy duty” and a “most sacred duty”:

“The process [of forming the Empire Economic Union] must of
necessity be a slow one. It will have to be an educative one. But it is
worth trying. It is really a holy duty [ltalics mine] upon us at the
present time. . . . In this great matter of empire there seem to me
considerations of a much more far-reaching character than those of
pure economics. The War, if it proved anything, surely must have
convinced the most unthinking of the enormous value of the British
Empire in the great world crisis. We cannot be indifferent to the vast
importance of being able to control, as we were, the essential foodstuffs
and products required not only by ourselves but to a very great extent
by our allies. . . .

“It may be said that we should not think any more in terms of war
for the future. Gladly as one would accept such a doctrine; happy as
one would be to think that the recurrence of a great war was beyond
the bonds of possibility; I, for one, would comfort myself in framing
policies on this assumption, but the possibility of a world cataclysm
cannot be said, by any one who takes an impartial, cold-blooded view
of the situation of the world, to be eliminated. We all hope it may have
been diminished, but none of us can be certain or positive, even in
many vears ahead.

“I believe this problem of the British Empire is a matter of vital
and primary necessity for that great structure which has been reared
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by generations of sacrifice and effort, and it is a sacred duty [Italics
mine] for all of us who live now to preserve it both for the present
and future generations, and I feel that no stone can be left unturned,
no step can be left untaken, which would tend to solidify and make
more permanent what we are frustees and guardians of at the present
time.

“The most sacred duty which can be imposed upon the present
generation [Italics mine] is that every possible step should be taken
to make our fellow-countrymen here and throughout the Empire under-
stand the necessity of getting closer and closer together in an economic
bond.”

Ignoring this “holy duty” imperialistic appeal—which is equally
pernicious whether coming from a Briton or an American—the idea of
an Imperial Economic Union, held by so many influential Britons,
merits careful examination. That plan, in its various forms, is the
logical carrying out of the present system of Imperial tariff prefer-
ences. Under the existing system Britain enjoys in the Dominion mar-
kets an average tariff advantage over American and other competitors
of nine per cent. Preferences accorded the Dominions in the British
market are much less important in terms of money; they are limited
to liquors, tobacco, sugar, coffee, cocoa, and products covered by the
Key Industries, Safeguarding, and McKenna duties. Britain profits
greatly from colonial tariff preference and colonial discrimination
against American goods. In the important Australian market, for in-
stance, upward of 95 per cent of imports from Britain receive prefer-
‘ential treatment, at an estimated annual loss to the Australian Treasury
and gain to British manufacturers of about $50 million.

The practicability of the Empire Economic Union plan can be tested
best by the operation of the existing Imperial Preference, which is the
first, smallest, and easiest step on the very long and ambitious road.

It should be observed that there is not room in the world for two
such world economic monopolies as the proposed British Union and the
United States. Of course, the British have as much right as the United
States to seek such a dominant economic position at the expense of
the rest of the world—if it is possible to use the word “right” in con-
nexion with such imperialistic plans of either country. Indeed Britain
is practically driven to this plan as the only remaining method by
which she can regain her old world position in competition with the
United States. No one can question the premises of the Melchett plan
that Britain standing alone is unable to hold her own against America’s
superior size and strength, and that the British Empire if moulded
into a unit would be superior to the United States in area, population,
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natural resources, raw materials, foodstuffs, producing and marketing
potentialities, international bargaining power, and general economic
strength. Thus an Empire Economic Union is not only the best—and
perhaps only remaining—way to salvage British economic power, but
to that extent is also the quickest way to increase Anglo-American
economic warfare. One of the major factors now preventing the Anglo-
American commercial conflict from blazing into armed war is the
overwhelming extent of America’s natural economic superiority. If
the two rivals were nearer an equal economic size, doubtless there
would be more encouragement for each to permit the commercial fric-
tion to produce armed war.

If Mr. Hoover saw red when the British attempted their abortive
rubber monopoly control and their discrimination against our films,
what would he do under the provocation of the Melchett plan to apply
the rubber scheme to other raw materials essential to the United
States and to extend the film discriminations to other American ex-
ports? A weaker United States went to war against Germany for much
less than that.

But, fortunately for peace prospects and unfortunately for British
power, there is little chance that an Empire Economic Union ever
will be achieved. At best the “real imperialists” of Britain, as Lord
Beaverbrook calls them, probably will have to be content with a brick
here and a brick there, like tariff preference, without seeing except
in their dreams the complete edifice of Economic Union. The reason
is, of course, that such an Economic Union would be an artificial thing,
as completely unnatural geographically and industrially as the United
States unit is natural. To construct such a Union in violation of eco-
nomic forces would be difficult enough. To maintain it would be
impossible. Britain’s extremity is great. The Dominion’s sentiment for
the Mother Country is great. But neither is great enough to achieve
such a miracle.

Such a miracle would not be needed if Britain ruled the Empire as
in earlier days. She could then have imposed such an Empire Economic
Union for her own advantage by Imperial decree, and her  helpless
colonial subjects would have had to accept an arrangement unnatural
and injurious to them. That is the way Britain once ruled. But the
American Revolution, fought on just such an economic issue, was the
beginning of the end of the old British Empire. Gradually the Do-
minions have won, through natural economic and political develop-
ment, a degree of autonomy which makes dictatorship from London
now impossible. This is not the place to discuss the much-disputed
point as to how complete the political autonomy obtained by the sev-
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eral Dominions actually is. Anyway there is no absolute answer to that
question, either on the basis of the formal declaration of the Imperial
Conference of 1926 or on the basis of present practices. The answer
is relative and changing. Perhaps the closest approximation to the facts
is to say that the Dominions still lack complete autonomy but that it
is theirs for the taking. However that may be, the loose association
of which the Dominions now are members is without question more
nearly a free Commonwealth than a political Empire. That Common-
wealth contains many more paradoxes and contradictions than its ad-
herents recognise. But all recognise that the Dominions are as free as
Britain herself to determine domestic economic policies. In 1884 the
first Dominion asserted its right to negotiate its own commercial
treaties with foreign Powers, and since then this right has been acted
upon increasingly.

Therefore an Empire Economic Union can never be imposed; it
would have to be mutually accepted. To be accepted by the Dominions
it would have to be shown to be of advantage to them, as clearly it
would be to the advantage of Britain. But that is not easy to demon-
strate. Rather it is easy to demonstrate the opposite.

The unnaturalness, and therefore economic unsoundness, of the
Melchett idea is best illustrated by the extreme case of India, which
is Britain’s largest customer but whose retention as such depends on
exploitation of the native population under a system maintained by
military force. The breaking up of Empire economic unity, which the
Melchetts deplore, is occurring most rapidly precisely in those pos-
sessions such as Canada and South Africa which are freer politically
and whose freedom permits normal economic forces to disrupt artificial
Empire economic unity.

This question, of course, is not academic. It underlies the present
appeals of London for the Dominions to “Buy British.” It underlies
the discussion in Britain and the Dominions of the existing Empire
preference tariffs. It underlies the threat of Britain and the Dominions
to retaliate against American tariffs by Empire trade discriminations.
It underlies the question of Anglo-American struggle for supremacy.
In any discussion of these related issues, the first point which the
imperialist is apt to make, just as it is the first point in the Melchett
plan, is the self-sufficiency of the Empire considered as a unit. This
is the imperialist’s strongest premise, and even it is weak.

Despite the Empire’s formidable raw material resources, she is de-
pendent absolutely for many of her raw materials on the outside
world—dependent upon the rest of the world which the Melchetts would
“shut out” of their “magic circle.” To name but a few of a long list, the

100




AMERICA INVADES THE DOMINIONS

Empire is not self-sufficient in sugar, silk, cotton, mercury, sulphur,
lead, copper, oil, without which no industrial nation can long exist in
peace much less in war. It is perhaps explicable that Americans in the
first flush of imperialistic youth and power should be so ignorant as
to suppose that their raw material riches are sufficient to make them
independent of the rest of the world and so encourage a provocative
policy toward the British Empire and others in the way of tariffs and
other trade restrictions. But it is rather surprising that the more expe-
rienced British imperialists, who have been reared on the fact of their
national economic dependence, should suddenly suppose that even so
rich a unit as the Empire could make them independent economically
of foreign nations upon whose products Britain has depended for
centuries.

Yet influential Britons are pressing for an extension of Imperial
Preference to export duties, or restrictions such as the Stevenson rubber
scheme for monopoly control of raw materials in their economic strug-
gle with the United States. In their extremity they apparently forget
that two can play at this game and that Britain would suffer much
more than America if such weapons were used. That this issue is alive
in Britain is indicated by the final Balfour Committee Report: “We
should deprecate strongly any proposal such as was suggested to us
in evidence to extend the scope of Imperial Preference so as to apply
to export duties or restrictions. The idea of giving to the manufacturers
of the British Empire preferential access to the vast range of materials
of industry produced within it may have a special superficial attrac-
tiveness, but it is, we believe, unsound and impracticable, if only for
technical reasons. But, apart from these reasons, it seems to us certain
that any attempt to deny to other manufacturing countries the right
of access on equal terms to the raw materials of the British Empire
would be regarded by these countries as a deadly menace to their inter-
ests, and would consequently arouse widespread alarm and hostility
which would react unfavourably on all our international commercial
relations.” ;

Less than one-third of Britain’s imports, chiefly foodstuffs and raw
materials, come from the Empire. Admitting that the Empire Economic
Union idea might stimulate Empire food and raw material production
to one-half instead of one-third of Britain’s need, the remaining half
would have to come outside that “magic circle.”

Still thinking only of Britain’s interests rather than those of the
Dominions, the Empire preference plan is also impracticable in rela-
tion to British foreign markets and exports. It is a truism that Britain
to live must export one-third or more of her production. Of those
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exports considerably less than half are taken by the Empire. Imperial
Preference so far has not enabled Britain to maintain her share in
Empire markets. But assuming that she can materially increase Em-
pire markets, she could not for many years develop them to the point
of absorbing the bulk of her exports as postulated by the Economic
Union plan. Even though domestic industrialisation of the Dominions
were stopped and American exports checked, the Empire neither now
nor in the near future could in itself provide an adequate market for
Britain’s abnormally but necessarily large manufactured surplus.
Therein is the fallacy of conceiving the Empire as a possible British
United States comparable to the United States of America. For the
fact that the Empire’s population and area is four times as great as
that of the United States means little in marketing terms. The majority
of the Empire millions, such as those of Africa and India, are poor and
kept poor by the British system of exploitation. Never under the British
system can they become a rich market such as the United States, or
they will not buy from those who do not buy from them. Britain cannot
continue to drain the wealth of native materials and labour from her
more oppressed and populous colonial possessions, and expect to find
left there anything richer than a slave market for her industrial exports.

Britain could not retain many foreign markets under an Empire
Economic Union. Even now, to the extent that she is giving preference
to agricultural products of the Dominions as against, for instance, com-
peting products of Argentina and Brazil, she is crippling herself as
an exporter in those Latin American markets. Or, when Britain tries
to overcome that difficulty by making special agreement, as in the case
of the Anglo-Argentine trade compact of 1929, she runs into the con-
verse difficulty with the Dominions. Here, for instance, is the Canadian
reaction to the Anglo-Argentine agreement as expressed by a Montreal
editor: “Will Canada be in on the preferential treatment that is to be
accorded to Britain by the Argentine? Furthermore, what is going to
be the effect of that treaty on Canadian export of cereals to Britain?
. . While Canadian elevators are crammed to bursting and little
Canadian wheat is trickling out to the world market, Argentine wheat
in great bulk has been flowing to Britain.” Brazil, as we have seen,
resents the one-sidedness of Anglo-Brazilian trade. In all of those in-
creasingly rich export markets of Latin America the attitude is that
they will not buy from those who do not buy from them. British cannot
shut out imports from competitors of the Dominions without in the
long run paying a much higher price for raw materials and foodstuffs.
That consideration alone is enough to make the average British con-
sumer, if not industrial leader, suspicious of such plans.
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But these and other disadvantages of the Economic Union plan
from the British point of view are only relative. They indicate that
Britain by such a system could hardly achieve the self-sufficiency and
economic power of which her imperialists dream. Yet even though it
meant only half a loaf, Britain is in no condition to scorn that much.
Though all the Empire markets would not be enough, a guarantee of
them alone obviously would be a better prospect than her present posi-
tion in which she is getting a declining share in virtually all world
markets, including the Dominions. Therefore, exclusively from the
British point of view, a case might be made for the Empire Economic
Union idea, especially to the degree that it could be made to operate
with a minimum of interference with and consequent retaliation from
the more powerful American economic empire. The rub, of course,
is that so far as such an Empire Economic Union operated without
interfering with America’s claimed interests, just so far would it fail
in its chief purpose of benefiting Britain. For Anglo-American com-
petition is keenest in the richest Dominions, notably in Canada.

Thinking of Anglo-American competition, and Britain’s efforts to
“rationalise” her industry to compete with more efficient American
industry, it should be noted that of all incentives to inefficiency the
kind of guaranteed exclusive foreign markets sought for Britain under
the Economic Union plan is one of the worst. It is in effect a subsidy
for uneconomic industry. As such it would tend to finish the process,
already begun by changed world conditions, of undermining Britain’s
competitive power against the United States in open foreign markets.
But, perhaps, the British might be justified in making sure of the half
loaf rather than try for more, in which case industrial efficiency would
not be so necessary.

ARE THE DOMINIONS BRITISH?

From the Dominions’ point of view there is much less to commend
the Economic Union plan. Conceivably such a plan could bé rigged to
the Dominions’ advantage. It would be very simple. It would increase
on a Jarge scale the price Britain pays for Dominion foodstuffs and raw
materials. But the Dominions know that no plan conceived and ac-
cepted by London would be thus balanced in their favour. And any-
thing less—even the kind of tariff preference now accorded them—
could not compensate for their much greater losses under a plan geared
to make them carry Britain's load.

The chief reason the plan is detrimental to the Dominions—and
even more detrimental to India and the colonies, which are hardly
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supposed to profit by it—is that it would perpetuate the economic
status quo. Its purpose is to stop the hormal industrialisation of the
Dominions, so that they may remain predominantly agricultural coun-
tries and outlets for British industrial surplus products. Considering
that the movement toward industrialisation of such countries is world-
wide and one of the most fundamental economic tendencies of this
time, it is not probable that the Dominions even if they desired could
long keep themselves in a pastoral state. The Dominions have no
such desire. Their conscious determination to become industrial na-
tions is developed to such an extent that it has become abnormal and
dangerous. They want to ape the United States. And what would have
become of the early United States if we had been part of an Empire
. Economic Union, depending in the main on Britain for our industrial
products, sending our raw materials to her to fabricate and send back
to us in finished form at her profit and our loss? The Dominions can-
not escape that analogy.

But the problem is individualised more than that in the mind of
the Dominion citizen. The Dominion farmers, like farmers the world
over, look longingly toward the city; many desert the fields for what
seems to them the easier life and higher wages of the factory. Many
of them have no choice, they are unable to make a living on the farm.
So Canada, Australia, and New Zealand, have the same problem as
Britain and the United States of abandoned farms. Parenthetically,
no wonder British unemployed miners and factory workers are so loath
to rush out to the undeveloped acres overseas when Dominion citizens
themselves in such large numbers avoid those farms. In addition to
the general agrarian unrest, Dominion farmers have peculiar difficul-
ties. In Australia and New Zealand they are much farther away than
their competitors from world markets, which at best reduces their
profit and at worst makes it impossible to sell their products. More-
over, under the high tariff system which afflicts some Dominions, they
must pay more for what they buy, usually to British manufacturers
who fix high prices on the basis of the exorbitant tariff and then slip
through a hole in that tariff wall labelled Imperial Preference.

Tariff evils, which are bad enough in a country like the United
States, are multiplied in the Dominions. While the average country
pays a high price, it may in the end get a domestic industry in return.
In the Dominions the high tariff does not even produce a flourishing
domestic industry—for that infant industry must compete with the
established British industry which slips through the preference hole
in the tariff wall and captures the Dominion market.

Dominions desiring industrial development must obtain foreign
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capital. Such capital would flow into the Dominions more rapidly if
British industry were not given preference. If British manufacturers
had to compete with the United States on an equal basis over the
tariff wall of Australia, for instance, the British doubtless would be
more ready to establish branch factories inside the tariff wall and
thus build up the domestic industry desired by the Australians. The
difference would be that Australians would get a larger share of profits
and employment, an important consideration to the large number of
unemployed Australian workers.

Not only in its position as a buyer but also as a seller there is a
major disadvantage to a Dominion in the Imperial Preference system,
the purpose of which is to tie the Dominion and mother country
together. As pointed out, the Dominions in themselves are not adequate
British markets. But the inadequacy of Britain as a market for the
Dominions is even more pronounced. This is especially true in relation
to Australia and New Zealand. It is less true of Canada only because
that Dominion’s trade is predominantly with the United States. The
price of obtaining Britain as their privileged market, partly through
natural but largely through unnatural preferential bonds, is that Aus-
tralia and New Zealand reflect Britain’s depression. Just as Canadian
prosperity is built to a large extent upon the prosperity and purchasing
power of the United States, its chief market, so Australia and New
Zealand are now suffering from the reduced purchasing power of
Britain. This relationship is so direct that the total exports of New
Zealand, for instance, rise and fall almost in exact ratio with British
employment and production conditions from year to year.

Moreover an artificial economic relationship in practice does not
mitigate but rather increases the conflict of interests between the colo-
nial seller and British buyer in the matter of foodstuffs. With each
country in a depressed condition, it is essential to the Dominion citizen
that he sell at the highest possible price and to the British citizen
that he buy at the lowest price. Therefore British buyers in 1929
boasted that they “smashed” the Canadian wheat pool by increasing
their Argentine purchases. Or again, one of the reasons for the defeat
of the Coates Government in the 1929 New Zealand election was the
abortive attempt of the Government Dairy Produce Board to obtain
!)etter prices in London. The British citizen, in turn, may feel that he
1s suffering from an arrangement beneficial to Dominion growers. This
results in British agitation, as at present, for abolition of Dominion
preference on sugar and dried fruit; Australia, in turn, objecting to
the surrender of her advantage.

The Dominion-British conflict of interests is not limited to that of
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! buyer and seller, but extends to direct competition for markets, a
11 conflict for world markets among competing producers of different
| Dominions and between Dominion producers and British producers.
Such conflicts will increase as Dominion raw materials are in greater
demand in world markets and as Dominion industries develop.

As an example of this conflict of interests between the Dominions
themselves, the Dominion Parliamentary debates are enlightening.
Here is a speech in the Canadian Senate, February 3, 1928, as reported
by the Journal of the Parliaments of the Empire, April 1928: “Senator,
the Hon. G. D. Robertson (Ont.) said that . . . trade agreements
had also been made with Australia and New Zealand. In the case of
Australia, the balance of trade in favour of Canada has been reduced
in one year from 14 to nine millions. By reason of a clause in that
treaty, whereby Canada agreed to raise the duty on dried fruits against
all other countries of the world, the Canadian consumers last year
had paid $1.5 million in additional duties on that particular commodity
for the benefit of Australia, though very little of those goods, if any,
came from Australia at all. In the case of New Zealand the favourable
trade balance of $11.5 million had been reduced to $6.5 million—the
worst feature of all being that the imports to Canada had seriously
endangered the Canadian dairy industry. Trade agreements had also
been entered into with the [British] West Indies, looking to the en-
couragement of trade with the result that a trade balance of half a
million favourable to Canada had been turned into an unfavourable
trade balance of $1.5 million; in addition, Canada was proposing to
subsidise a line of steamships, the cost of which would be roughly
$2 million a year.” New Zealand has put a tariff on pig iron to protect
domestic industry from “dumping” by British India.

Cases of competition between Dominion and British industries are,
of course, much more numerous. Canadian and British textiles com-
pete in the Canadian market, with the British receiving preferential
tariff treatment. Hence the Canadian demand for a higher woollen
tariff against Britain, and the action of the Canadian Government in
striking at the British cotton goods industry by the recent Order in
Council requiring that all British goods receiving tariff preference must
be of 50 per cent British workmanship and materials. The British High
Commissioner protested this Order. In eastern Canada, British coal
competes with western Canadian coal. Australian ships have tried to
compete with British ships. British shoes, protected by preferential
duties, compete with Australian shoes in the Australian market and
even in New Zealand and South Africa.

Perhaps the best illustration of how Imperial Preference enables the
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British to transfer their load to the backs of the young and struggling
Dominions is the basic industrial product, steel. The British steel
industry, which grew to gigantic proportions in an earlier period when
much of the rest of the world depended upon Britain as a manufac-
turer and middleman, is unable to exisf in its inflated size under new
world conditions. With the industrialisation of her former markets, and
increased competition from domestic steel industries, European cartels
and American mills, Britain is trying to retain the Dominion markets
by the artificial means of tariff preference. The price to the Dominion
is that the natural growth of a domestic steel industry is prevented and
it buys British steel on a non-competitive basis, instead of getting
cheaper rates which would result from equal British-American competi-
tion. That is merely the obvious way in which the Dominion is made
to suffer for the benefit of Britain.

Britain takes also a hidden toll. That is, Britain in some cases buys
and uses cheaper European steel, while Australia under the preference
system buys the more expensive British steel. This situation is resented
in Australia. For example, Mr. Charlton, leader of the Opposition,
stated in Parliamentary debate, as reported by the Journal of the Par-
liaments of the Empire, April 1928: “Take the iron and steel indus-
tries. It was well known that a combine was in existence made up of
firms in France, Germany, Luxemburg, and Belgium. By the aid of
co-operative effort, and low wages, and long hours, they had been
able to supply iron and steel at very low prices. He proposed to show
that British manufacturers imported iron and steel from the Conti-
nent, used that foreign material for local purposes, and exported the
British product in order to get the advantage of the Australian pref-
erential tariff. The preference to Great Britain in this respect, however
laudable it might be in the abstract, was not operating satisfactorily
in the interests of Australia and, after all, their first consideration must
be their own industries. To-day when thousands of men were unem-
ployed and the industrial outlook was black. . . .” * Such is the eco-
nomic unnaturalness of the British trade, which accounts for 90 per
cent of Australia’s total steel imports.

Thus in many ways the present Imperial Preference system works
to the economic disadvantage of the Dominions. The British them-
selves intimate this—though they justify it on other grounds. “We are
under no illusion that any such extension of preferences as is prac-
ticable, within the limits of the conditions governing our economic life,
can, taken by itself, confer benefits on Empire products equivalent to
those which British manufactures enjoy in Empire markets through
the operation of Dominion and colonial preferences,” the final Balfour
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Committee Report stated.® It is evident, the Report added, from “the
essential economic conditions to which British commercial policy must
necessarily conform, that there are insupportable difficulties in the
way of attempting to compensate the Dominions in kind for the pref-
erences freely accorded by them to British manufactures, in as much
as this would involve the imposition of duties on staple foodstuffs and
raw materials to the serious detriment of our exporting power, in order
to give a preference thereon to Empire products. . . . We believe that
the necessary basis of all sound commercial relations among the States
of the British Empire is the full and general recognition of the principle
that prior regard is due to the essential need and interests of the whole
population.”

It is argued that the Dominions, though losing economically on Im-
perial Preference, receive other compensations. Those alleged compen-
sations are said to be the economic gains from the Empire Marketing
Board and London credit facilities, and naval defence. Of this familiar
British justification of the one-sided Imperial Preference system, the
following from the final Balfour Committee Report is typical: “In our
judgment, however, the attempt to reach equivalence in tariff con-
cessions as between Great Britain and the Dominions implies an unduly
narrow conception of Imperial trade relations. It seems to us that for
any just appreciation of the problem as a whole we ought to take a
much wider view, and to bring into account the great advantages con-
ferred on Empire products in the markets of Great Britain through
the normal operation of an exceptionally liberal customs policy, as
well as the special position enjoyed by Empire governments desiring
to raise loans in London, under the British law, which gives their stocks
the status of a Trustee Security. . . . Nor should the fact be ignored
that the bulk of the cost of naval protection, so vital in times of emer-
gency, falls on the taxpayers and the industries of Great Britain.
Moreover, it is to be remembered that the promotion of the sale of
Empire products in Great Britain through the operations of the Empire
Marketing Board confers a substantial advantage on Empire trade.”°

Advantages of the Dominions in the London credit market, cited
by the Report, are more apparent than real. Australians and others
complain bitterly that often New York has been more ready to loan
them money than London, and that the British have refused to sub-
scribe to Dominion loans at the very moment they were over-sub-
scribing European loans.” This raises the larger questions of
Anglo-American banking competition and the declining British capital
surplus available for foreign investment, examined in later chapters.

The extent to which Dominions have profited from the Empire Mar-
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keting Board is a matter of dispute. Britons argue that it has con-
tributed by its publicity and patriotic appeals to the increase in the
Dominions’ share of British purchases. Others think its profits have
gone chiefly to British middlemen. The Board was initiated in 1926
by the Conservative Government in response to Dominion dissatisfac-
tion over the one-sidedness of tariff preference. The Board was sup-
posed to encourage on the part of British buyers a voluntary
preference for Dominion foodstuffs and raw materials, in place of tariff
preference which the British Government and people will never give the
Dominions. But certain policy by-products are developing which may
become more important than its original purpose. It proposes to use
an annual fund of $5 million for such purposes as, among others,
development of tobacco and cotton as Empire crops to make Britain
less dependent on the United States. Assistant Secretary of Commerce
Klein in his Frontiers of Trade refers to this in relation to American
farm exports as “one interesting aspect of this struggle toward self-
sufficiency.” ®

Moreover, the Board is considering proposals of members of the
Association of British Chambers of Commerce that its propaganda be
turned on the Dominions to encourage the purchase of British goods.
At the 1929 annual meeting of the Association there was a proposal
that the Board spend $5 million annually for 10 years in advertising
United Kingdom goods throughout the Empire. But Sir Henry Barwell,
representing the Australian Chamber of Commerce, objected that in
view of United Kingdom benefits already received through Dominion
tariff preference, the greater portion of Empire Marketing Board funds
should be spent in compensation on encouraging sale of Dominion
goods in Britain.?

So “Buy British” is the slogan. But when it comes to spending
money to spread that slogan there is some disagreement as to whether
it shauld be for the benefit of United Kingdom products or Dominion
products.

There is also disagreement as to whether benefits received by the
Dominions from the British navy are adequate compensation for their
direct and indirect economic loss from Imperial Preference. It is true
that the Dominions were persuaded in the first place to accept the one-
sided Imperial Preference system by this argument. But, as now
pointed out by Opposition groups in the Dominions, the effect of this
is to tax the Dominions for a navy which Britain chooses to maintain
for her own interests and over which the Dominions have no direct
control. This defence tax justification by the British, however, is ac-
ceptable to the majority of Australians and New Zealanders. Those
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two Dominions apparently are chiefly concerned with keeping Oriental,
especially Japanese, immigrants out of their under-populated areas,
and in preparing to defend themselves against alleged Japanese naval
aggression plans. So long as fear dominates Australian and New
Zealand policy, they probably will submit to almost any kind of unfair
economic arrangements with Britain in order to retain the protection
of the British navy in a hypothetical war with Japan. It is barely
possible, however, that those Dominions, as they grow in strength
and as they come to understand that Japan’s imperialistic urge is not
in their direction but toward China, Manchuria, and Siberia, will be
less willing to stake their political and economic future on the British
navy.

For the British navy argument is not nearly so acceptable in Canada
and the Union of South Africa. They are more interested in securing
world peace and their own defence through international organisation
and through friendly policies toward all nations. They do not fear
attack. To such scepticism the British reply that, even though the
Dominions are not now threatened and may never have to defend
themselves against an invader, nevertheless it is too much to expect
universal world peace. And any major war would touch the Dominions
directly or menace them indirectly by interfering with their trade
upon the seas. Thus the British navy is necessary to them as a guardian
of their trade routes. To which the Dominion Opposition replies: Those
trade routes are essentially British; Britain in time of war must
protect her food and raw material supplies whether they come from
Dominions or elsewhere. How, it is asked, in event of a European war
touching British interests but not Dominion interests, is South Africa
as a British supply source in any different position than the Argen-
tine, or Canada than the United States? In such a situation the trade
routes needing protection would be British, and would have to be pro-
tected by the British navy regardless of whether the supply source were
Dominion or foreign.

This, to be sure, raises the larger question of the right of the al-
legedly independent and sovereign Dominions to remain neutral in a
British war, and related questions of the joint control or lack of con-
trol by the Dominions of British Empire foreign and naval policy;
questions outside the province of this book. But, just as it is clear that
the upkeep of the British navy in its present gigantic form is draining
and wasting British wealth, so much needed for the modernisation of
her industry and for her foreign investments, it is even clearer that
this navy in one way and another is taking heavy toll from the strug-
gling Dominions. From the British point of view there may be at least
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a partial justification for such disproportionately large naval expendi-
tures in the time of her financial stress; it may be argued that the
navy is necessary to maintain her hold upon India and the lesser colo-
nies whose continued exploitation is one of the few remaining sources
of large British profits. But that argument does not apply to the
Dominions. They have no need of Indian and colonial connexions.
They do not profit from British exploitation of those “backward”
peoples. Mr. Snowden, before his return to office as British Chancellor
of the Exchequer, wrote of “the Empire bleeding Britain.” The colonial
Empire, from which a British minority profits richly, does bleed
the British majority. But it bleeds the Dominions more.

The familiar British argument that the navy and other alleged
benefits compensate the Dominions for their losses from the unnatural
Imperial Preference system, therefore for several reasons is fallacious.

Passing from the interests of the Dominions, what has been the effect
so far of the Empire Economic Union movement, and particularly of
existing Imperial Preference, on British export trade and on Anglo-
American competition for markets? First, Britain has profited by
reducing somewhat her dependence upon the United States for grain
and cotton. In view of the growing economic warfare, which led Britain
to attempt monopoly control and price-fixing of raw rubber at the
expense of the United States, the British more than ever are intent
upon becoming less dependent on American raw materials, just as the
United States in turn is trying to become independent of Britain in
rubber and other raw materials. It is possible that the United States
may discriminate against British ownership and exploitation of Amer-
ican petroleum deposits, as Britain in certain places has excluded Amer-
ican oil companies. It is not probable that the United States in peace-
time would embarrass the British in their dependence on American
cotton, but in event of war most of the British textile mills would
have to shut down because of the lack of American cotton. So the
British have tried to produce their own cotton within the Empire. The
United States, which supplied 75 per cent of Britain's total cotton
imports in 1913, has now been reduced to 60 per cent, and the Empire’s
share raised from three to 10 per cent. Similarly in copper and other
minerals the Empire is bécoming somewhat more self-contained.

Likewise in the matter of retaining Dominion markets against Ameri-
can competition, Britain definitely has profited by Imperial Prefer-
ence. Without that artificial stimulus her losses would have been
much greater. As the final Balfour Committee Report puts it: “No
foreign markets absorb nearly so great an amount of British goods
per head of their population as New Zealand and Australia, while
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(with the sole exception of the Argentine) the same is true of South
Africa and Canada. The above four Dominions taken together purchase
British goods to an amount equal to nearly six pounds sterling [$30]
per head of their population, as compared with about 10 shillings
[$2.50] for France, Germany, and the United States. Such figures,
supported as they are by the testimony of the trade witnesses who ap-
peared before us, are amply sufficient to show the great value and
importance to British traders of the preferential access which they
enjoy to certain Empire markets. In view of the facts it cannot admit
of doubt that the preservation and development of these advantages
must be one of the cardinal objects of British commercial policy.” *

The preference system also has retarded the full development of
American exports to the Dominions in competing products of the older
industries as well as the new, not excluding automobiles, in which Amer-
ican exports have been so large. Nevertheless, despite Imperial Pref-
erence, despite the Prince of Wales's sales trips, and despite deliberate
and widespread anti-Y ankee propaganda deserved and undeserved, the
United States has done far better than Britain in Dominion markets.

The same conditions which have given America supremacy over its
rival in competition in most other world markets have been too strong
to be deflected in any major sense by special British privileges in the
Dominions. As the Report of the Liberal Industrial Inquiry discovered:
“Qur [British] trade with the Empire is doing well because the Domin-
ions and colonies are prosperous—not because we are proving to be
successful competitors. On the contrary America, Japan, and other
competitors are, if anything, beating us in spite of the preferences we
enjoy.” **

The percentage of the United Kingdom's total exports going to the
Empire has been falling since 1926: that is, during the period in which
Britain has been exerting herself to the utmost. More important is
her steady and large loss over a long period and in her relative share
of the Empire’s increasing trade. That loss is more significant in the
Dominions and their potentially rich markets than in the “backward”
colonies with low purchasing power.

A comparison of the positions of the United Kingdom and the United
States in the Dominion trade over the last 15 years is perhaps the most
discouraging evidence of American trade superiority that Britons have
to face—most discouraging just because so many Britons have hoped
that in the Dominions they could eventually find full compensation
for their loss of other markets to America. The following comparative
percentages for the years 1913 and 1927 of the share of each in the
growing imports of the Dominions, tell the story: Canada—U. K. fell
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from 21.3 to 16.8, U. S. rose from 64.0 to 64.9; Australia—U. K. fell
from 51.8 to 43.4, U. S. almost doubled from 13.7 to 24.6; New Zea-
land—U. K. fell from 59.7 to 479, U. S. almost doubled from 9.5 to
18.0; South Africa—U. K. fell from 50.1 to 42.8, U. S. almost doubled
from 8.8 to 15.3. In every case Britain lost, we gained. In the percent-
age shares of Dominion exports during the same period Britain has
lost in every case and we have gained in every case: Canada—U. K.
fell from 49.9 to 33.4, U. S. rose from 37.9 to 38.9; Australia—U. K.
fell from 45.2 to 42.0, U. S. rose from 3.5 to 8.8: New Zealand—
U. K. fell from 80.1 to 76.0, U. S. rose from 4.0 to 5.5; South Africa—
U. K. fell from 91.9 to 65.2, U. S. rose from 0.8 to 2.2. The same thing
has happened in India: U. K. percentage of imports fell from 64.2 to
47.8, U. S. rose from 2.6 to 7.9; and of exports, U. K. fell from 23.5 to
21.0, U. S. rose from 8.9 to 11.2.

If there is truth in the dictum of the Melchetts and of other British
imperialists that race, language, and sentiment are not sufficient in
themselves to check the present “dangerous” tendencies of the Empire
to fall apart, but that stronger economic bonds must be formed; it
would seem that the situation from the British point of view is alarm-
ing. For the foregoing figures demonstrate that the Empire economic
bonds are weakening, that strong currents of self-interest among its
members are slowly pulling the Empire apart.

And it is the attraction of America’s economic power that is dividing
the Empire. Lamenting the “strikingly diminished” proportion of the
United Kingdom in the Empire’s trade during the last 30 years, the
Report of the Liberal Industrial Inquiry reaches the inescapable con-
clusion that: “This is the natural result of the development of the
export trade of other countries, notably America, which inevitably
dominates the trade of Canada and shows a growing strength in the
trade of the Pacific.” **

Only American and British officials who are unwisely trying to ob-
scure the facts from the public can eontinue to repeat their absurdity
that American and British trade in the Dominions are not competitive.
Only the people who are ignorant of the facts will believe such official
statements. Britain’s exports are principally manufactured goods. The
proportion of American manufactures to total exports in the case of
Australia, for instance, is two-thirds, practically all of which competes
with British goods. These American exports are automobiles, machin-
ery, metal manufactures, textiles, and the like. Those are industries in
which Britain is suffering the largest unemployment, or newer indus-
tries which Britain is desperately trying to develop to compensate for
her permanent losses in older industries.
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It is well understood in the Dominions that the issue is Anglo-
American rivalry. As the American Consul General in Wellington,
New Zealand, reported to the Department of State: “Mr. (Premier)
Coates has not been friendly toward American trade and has insisted
on the purchase by public work departments of British apparatus and
material despite lower prices offered by United States concerns. The
tariff revision under his administration was directed against American
importation.” ** Boasting of the increase in British preference at the
expense of the United Sates in the 1927-28 Australian tariff, Mr.
Pratten, Minister for Trade and Customs, explained to the Australian
House of Representatives, as reported by the Journal of the Parlia-
ments of the Empire: “The schedule gave an increased margin of
preference to Britain on most of the items, in many cases up to 25
per cent, and would enable British manufacturers to attract nearly
15 million pounds sterling [$75 million] worth of foreign trade, includ-
ing [American] motor chassis.” Or, as he added later: “It is the Gov-
ernment’s sincere desire that in the aggregate British trade with us
will also be increased at the expense of foreign trade.”** Premier
Bruce, addressing the New South Wales Chamber of Manufacturers in
August 1929, said: “There is a danger facing us, and that danger is
from the United States of America. During the War America became
amazingly rich. She has expended a lot of that money in increasing
facilities for production, expanding factories and installing new ma-
chinery. Concurrently, she has been concentrating on a terrific efficiency
campaign. She has stopped the flow of new people into the country,
and the result is inevitably going to be that less and less will her home
market be able to take the tremendous production. She is going to
start flooding the world in the next few years, and it will be a dis-
astrous flood in all countries. Britain is beginning to see if, and I
believe there will not be any better way of tackling this problem and
benefiting the secondary industries of Australia than by saying we
will give Britain the market which we do not want ourselves, and keep
out the other fellow.” **

Such is the present situation. Anglo-American trade rivalry is direct
and sharp in the Dominions as elsewhere. Britain is losing—despite
Imperial Preference and anti-Yankee propaganda—while America is
gaining. It is not so easy to dogmatise about the future. Though there'
is not apt to be a permanent change in the direction of those economic
forces so favourable to the United States, artificial factors may tem-
porarily retard or accelerate somewhat the rapidity of that process.
There are two such factors to be considered. One is the fate of Imperial
Preference, whether the present system is to remain, or be extended,

114




AMERICA INVADES THE DOMINIONS

or be reduced. The other and related factor is the effect on Britain
and the Dominions of American high tariff policy, and the extent to
which it will frighten the Dominions back behind the shelter of some
form of Empire Economic Union.

Britain is divided on the Imperial Preference issue. The Balfour
Committee recommended its retention in virtually the present form.
The Conservative Party gives signs of making an extension of the
preference system and general economic union its chief bid for votes
in the next election. Basing his argument on the American tariff
threat, Mr. Neville Chamberlain, former Minister in the Conservative
Government, has called upon his party to prepare for the next election
with the following doctrine: “The moment has come when we should
formulate a new Imperial industrial policy, not merely a policy to
protect ourselves from foreign competition but to stimulate that
Imperial trade which shall be our salvation in the future.” **

But neither the Labour Government nor the Liberal Party has faith
in the preference panacea. The Report of the Liberal Industrial Inquiry
stated: “Imperial development is of importance to British industry,
since Empire markets account for approximately one-third of Britain’s
overseas trade. But it does not follow that Imperial policy necessitates
a system of preference, the objections to which are insuperable. Im-
perial development must be forwarded by other means: In the case of
the Dominions, by improved communications, organised assistance to
emigrants substantially aided by the Dominions themselves, and the
wise direction of capital for overseas development; in the case of
India, by political security, practical education, and a system of
popular banking; in the case of the Crown Colonies, by the facilitation
of loans, the prosecution of social and economic research, the effective
training of administrators, and a liberal native policy. . . . We cannot
adopt any effective system of preferences without greatly increasing
the cost of living of our people, and putting obstacles in the way of our
foreign trade.” 7 '-

Speaking for the Labour Government, Mr. Snowden, Chancellor of
the Exchequer, told the House of Commons that Imperial Preference
was “a fallacious and unsound creed.” ** He explained that the Gov-
ernment was sympathetic to the movement for closer Empire economic
relations and was planning to bring that subject to the attention of the
Imperial Conference of 1930. But he expressed doubt that any tariff
preference could change materially, for instance, Canada’s purchase
of five times as much from the United States as from the United
Kingdom. p

Whatever the changes of British public opinion may be if the Con~
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servatives carry out their plan to make wider preference an issue,
there appears no reason to doubt that, in the long run, the British
people on the basis of experience will not be converted to that doctrine.
In the judgment of Sir Arthur Willert of the British Foreign Office,
a trained observer of public opinion at home and abroad: “Mr. Joseph
Chamberlain’s idea of an Empire trading within itself under a system
of thoroughgoing preference, has long gone by the board.” **

Popular scepticism regarding preference is growing in the Dominions,
especially in South Africa and Canada. The worst blow yet given
preference is the South African-German trade treaty of 1928. The
Union of South Africa therein agreed to give Germany, under a most-
favoured-nation clause, the benefit of all tariff preferences which the
Union Government may grant to any other government in the future.
That treaty has frightened the Imperialists of Britain and the Do-
minions, not so much because of its immediate effects upon British
trade, as because it is the first—and probably not the last—formal
Dominion declaration of independence on the Imperial Preference issue.
It goes far beyond the old Canadian intermediate tariff system, which
extends small preference to certain non-Empire countries. To for-
eigners, however, South Africa’s action seems merely a logical conse-
quence of that complete political sovereignty which she has claimed to
be her present status in the British “Commonwealth of Nations.” No in-
dependent state would hesitate, if it considered such action to its eco-
nomic advantage, to grant most-favoured-nation tariff treatment to
another sovereign state. Significantly, the Nationalist Government of
General Hertzog which negotiated this German treaty in 1928, won
the 1929 general election in which this treaty was made a major issue
by the pro-British party of General Smuts. That has not stopped the
demands for treaty revocation by such groups as the London Chamber
of Commerce and its South African section, which have passed reso-
lutions against the treaty on the ground that it “is calculated seriously
to endanger the whole structure of Imperial Preference.” *

But at a time when the preference system is threatened by certain
Dominions and by the British Labour Government, the American
Government stupidly comes to the relief of its preference enemy by pro-
jecting a provocative higher tariff policy of its own. Quotations in the
foregoing pages have shown the extent to which the American higher
tariff policy of 1929 played into the hands of the imperialists and all
other anti-American groups in Britain and the Dominions. That this
American threat will prolong the preference system as a measure of Em-
pire self-defence and retaliation is clear, though even this stimulus may
not keep alive for long such an unnatural system.
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For the Dominions cannot very well keep out of the orbit of our
sun, which is attracting most other peoples, willingly or unwillingly.
Indeed the Dominions, more than most countries, want and need the
rich American market. They know that the British market alone cannot
be adequate to their needs, that all possible Empire Marketing Board
schemes and propaganda cannot divert many more British customers
to them and cannot raise appreciably the present inadequate purchas-
ing capacity of the United Kingdom. Therefore not only such rela-
tively nationalistic units as Canada, the Irish Free State, and Union
of South Africa have sent ministers and trade agents to the United
States, but even the Empire-minded Australia found it expedient to
send a permanent Commissioner-General here in 1929 after having
withdrawn one in 1927.

In addition to that general pull toward the American market which
they feel together with other countries, Canada and the Pacific Domin-
ions have a deep and special community of interest. This is true
politically through the similarity of their race and culture to ours.
It is true in the similarity of their Far Eastern policies and their
Japanese immigration barriers to ours. And it is true because those
Dominions are now duplicating the earlier economic development of
the United States, which makes our industrial specialties, our trade
methods, and our national psychology less alien to them than are
Britain and things British. Since we are setting the world fashion in
super-machine civilisation, it is but natural that they should see in us
a likeness of prosperity and power which they dream for themselves.
Thus they take naturally to Yankee books and motion pictures, they
play our jazz, they speak our language rather than the British. They
are Americanised, Australia only little less than Canada. And that is

bound to tell in the end.

CANADA IS IN AMERICA

That natural affinity is greatest, of course, between Canada and
the United States. The invisible frontier which separates the two
countries has not been a barrier against the Americanisation of our
northern neighbour. The very differences maintained so aggressively
by the Canadian Tory group are in themselves evidence of the larger
movement against which they react. All that has been described above
of the pull of the Dominions toward the United States is multiplied
many times in the case of Canada. There are well over a million
Canadians living in the United States, more than one-tenth as many
as all the Canadians who have remained at home. And there are half a
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million Americans living in Canada. That cross-migration has been
constant for a century and a half; now the number of descendants of
these mutual migrations mounts to many millions. Their influence is
great. This interchange of population is augmented by the tourist
waves, which bring from the United States to Canada $250 million
a year. In almost every aspect of life the influence of the larger
neighbour is felt by the smaller. Historians agree that the example
of the United States so close at hand, and the similarity of conditions
in the two countries, has been responsible in large part for the fact
that Canada has led all other Dominions in her development toward
free nationhood under an Empire which she, more than any other,
is helping to transform into a commonwealth of equals.

Canada is similar to the United States not only in natural material
potentialities but also in the rapidity of development. After a long
period in which she was dwarfed by her older neighbour, during which
too large a part of her scanty population was drawn southward across
the border, Canada to-day is probably making more rapid progress
than the United States has ever done, which means more rapid progress
than any other nation has ever made. To begin with, her natural riches
are great, almost unlimited agricultural and mineral resources. Already
$700 million are invested in her mines, which at an annual growth of
10 per cent produced in 1928 minerals valued at $273 million. From
1924 to 1928 her wheat production doubled to an annual 500 million
bushels. In the same period she doubled the amount of her generated
electric power. Her proportionate increase in total industrial produc-
tion, output per worker and ratio of employment, apparently has been
greater than ours. Her employment index rose from 100 in 1924 to 122
in the latter part of 1928, while in the same period her per capita
output jumped from 100 to 128 and her total production from 100 to
156, according to official figures quoted by the Bank of Nova Scotia.
In the same period, using 1924 as a base of 100, employment in the
United States fell to 95, per capita output rose only to 123 and total
production only to 117.** A similar comparison made by the Royal
Bank of Canada, based on official statistics of both countries, shows
that in the shorter period 1926-28 Canadian industrial production
increased 12 per cent or six times as fast relatively as that of the
United States.*”

There is a close relationship between what Canada earns and what
the United States gets. Americans hold more than one-tenth of Canada’s
total wealth of $30,000 million (per capita $2,842). Britain’s share is
only 7.4 per cent. That is, roughly, American holdings are $3,000
million compared with Britain’s $2,000 million. These are estimates
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for 1928 by Dr. K. W. Taylor of McMaster University.* Similar
estimates are used by Dr. Hugh L. Keenleyside of the Canadian
Department of External Affairs, in his recent book, Canada and the
United States*

Put in another way, Britain’s share of foreign capital invested there
has fallen during the last decade from 77 to 39 per cent, while Amer-
ica’s has increased from 17 to 57 per cent. American industrial capital
alone is estimated to have some measure of control over 1,400 busi-
ness establishments in Canada, according to figures used in Parlia-
mentary debates in January 1928.

There is recurring fear in Canada that financial penetration will
mean increasing Yankee control of the country. Admittedly such con-
trol is now exercised in large measure in the economic field, but less
in the way of political interference. Dr. Keenleyside in his book repeats
the rather general belief that: “If Canada were to undertake any
radical measure of social reform, it is unquestionable that the United
States would hesitate to underwrite Canadian loans. There is also
the danger that Canadians may, through this new and intimate con-
nexion with Wall Street, lose all desire for radical social and economic
reform”; and he refers to the report that “Wall Street has already
refused to assist the Canadian Government in financing an extensive
policy of agriculture credits.” **

Whatever the extent of such American influence or control through
investments in Canada, it is clear that those investments work to the
direct detriment of Britain—by enabling American capital and indus-
trial products in Canada to participate in the Imperial Preference
system—and add to other factors increasing our trade in competition
with Britain. Canada’s foreign trade is at once the mark of her strength
as a nation, of the interdependence of Canada and the United States,
of the failure of Imperial Preference and other Empire schemes to
block natural economic forces, and.of America’s success in Anglo-
American trade rivalry. A

Canada has become the best market for American exports and at the
same time the chief source of American imports. Canadian-American
trade turnover in 1928, amounting to $1,365 million, was greater than
that of any other two countries in the world. Of that amount more
than $900 million was in our exports to Canada. That was a nine per
cent increase over 1927, which brought it up to 18 per cent of the total
value of all American exports. We have kept pace and even gained
in our proportion of Canada’s foreign purchases; compared with our
65 per cent, the United Kingdom’s share fell in the period 1913-27
from 21.3 to 168 per cent. In that period while our share rose in
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labour, and most of the press. Probably the British quota will be re-
duced again to about the same figure which obtained in the period
1922-28. |

With the United States closed to any large emigration flow, and
British citizens unwilling to go in numbers to such new countries as
the South American republics where English is not spoken, the problem
of British emigration has become one of Empire Settlement. While the
United Kingdom has 482 inhabitants per square mile, the Union of
South Africa has only 16.2, New Zealand 14, Australia 2.1, and Canada
2.6. The average density of population of these four Dominions is thus
only 8.7. The average annual rate of growth of Canada in the period
1921-27 was only 140,000 and in Australia only 133,000. The popula-
tion density of the British Empire as a whole is only 33 per square mile,
or somewhat less than that of the United States.

Empire Settlement if successful would dispose of many difficulties
with one sweep. Besides finding an outlet for surplus home popula-
tion, it would provide the under-populated colonies with citizens. More,
it would provide the Dominions with the “right kind of citizens,” that
is, loyal Britons who would keep their new country faithful as a unit
of the Empire in peace and in war. The scheme is perfect in theory.
But it has not worked well. “It is a matter of regret, and indeed aston-
ishment, to find how disappointingly slow has been the rate of settle-
ment of British people in Australia and Canada, notwithstanding the
passing in 1922 of the Empire Settlement Act for the express purpose
of stimulating it,” the Industrial Transference Board reported in 1928.
It lamented that, while British emigration lagged under the stimula-
tion of subsidy and patriotic effort, “in 1927, 82,000 Continental Euro-
peans settled in Canada. In the same year approximately 22,000 non-
British persons arrived in Australia.” Despite all the money, effort, and
talk expended British emigration declined in 1928.

Reasons for this failure are fairly obvious. A typical statement of
the situation is the 1928 report of the Oversea Settlement Committee,
which listed among others the following factors adverse to British
settlement in the Dominions: The industrial character and urban
preference of the British unemployed; the effect of British social insur-
ance and unemployment benefits, tending to anchor the surplus popu-
lation at home; the Dominions’ need for agricultural workers, but
relative inability to absorb more industrially; opposition of Domin-
ion organised labour to a British influx, tending to increase Dominion
unemployment and reduce wages. Another difficulty not usually
stressed in this and other official reports, which recommend further
government subsidy of Empire Settlement, is that ordinary British
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emigration has tended to decline and thus neutralise the small gain
from subsidised passages to the Dominions.

But, whatever the causes, Britain's unemployed are not enthusiastic
over the prospect of becoming pioneers in the Dominions; and the
Dominions underneath their patriotic demonstrations are not enthu-
siastic over receiving British miners, metal, engineering, and textile
workers who are not pioneer farmers, who have grown accustomed to
living on part-time work and the dole, and who have socialist sym-
pathies. Hence the paradox that such under-populated British Domin-
ions as the Union of South Africa, Australia, and New Zealand are
absorbing only an insignificant number of Britain’s surplus, and that
Canada is doing little better. Bearing on the attitude of the British
unemployed, the Industrial Transference Board professed to find a
demoralisation due to idleness: “To loaf for one, two, three, or more
years destroys the will to work.” The London Times recounts the
experience of a Government emigration agent in a campaign in the
distressed mining areas of South Wales, who “failed to recruit a single
volunteer among the boys between 14 and 19 years of age in what
ought to have been a most fertile field,” which that newspaper de-
scribes as “alarming and discouraging.” 8

In 1928 agricultural workers formed the largest group of male emi-
grants, or 21.7 per cent of the total; though those 12,478 were less
than in the two preceding years. The next largest group, “commercial,
financial, and insurance,” numbered less than 1,000 males, another
decrease. There were even fewer from the trades in which unemploy-
ment is greatest.

This whole problem is illuminated by the experience of the special
Empire Settlement scheme in the summer of 1928. From 30,000 appli-
cants, the Government picked 8,449 unemployed men and subsidised
their passage from Liverpool to Canada. Elaborate arrangements were
made with Canadian authorities for their absorption in the harvest
fields. But of the total only 2,720 remained—some temporarily,—and
5,729 returned to Britain and the unemployment dole. Extreme charges
were made by the returning men against Canadian officials and farm-
ers. Two British Labour members of Parliament, Mr. David Kirkwood
and Mr. Tom Johnston, who were in Canada at the time, joined in
the criticism of alleged mistreatment and alleged temporary imprison-
ment of many of the men who were returning. But Mr. MacDonald
and Lord Lovat, chairman of the Oversea Settlement Committee, who
Were also then in the Dominion, were not inclined to blame the
Canadians for the failure of the plan to transform miners into har-
vesters wholesale. Canadian farmers were no less critical of the emi-
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grants than the latter were of them. To the farmers most of these
miners seemed unfit for farm work, or worse, unwilling to work. The
net result of the experiment has been to make western Canadian com-
munities more suspicious of British industrial immigrants, and to
make scores of British communities to which the harvesters returned
more hostile to the idea of oversea settlement. So the latest joint
schemes of the British and Canadian governments, including special
ocean passage rates of $10 for adults and free transportation for chil-
dren, together with arrangements for obtaining and developing farms
with a minimum of capital, are not producing hopeful results.

In western Canada the conviction is growing that European peas-
ants are better immigrants than British miners and factory workers.
And, although the Canadian Government takes the position that the
annual rate of 50,000 British immigrants is as many as Canada can
absorb, the immigration from non-British countries has continued at
a higher rate than from the United Kingdom. The London Govern-
ment is exerting strong pressure to change this. It remains to be seen
whether the Ottawa Government’s reluctant and temporary decision
to restrict “non-preferred” European immigration 30 per cent in favor
of the British, or any other artificial expedient, can materially affect
the barriers to British industrial migration to Canadian farms. The
natural trend in western Canada has been in the opposite direction.

The Toronto Globe recently published a population study under the
headline, “Heritage in Great West is Passing to Aliens, So Statistics
Reveal.” ® That study showed that Canadian immigration in 1927-28
consisted of about 50,000 British, 25,000 Americans, and 75,000 from
other countries. The Province of Manitoba, formerly almost solidly
British, in the 1926 census had a rural population of 175,000 British
stock and 171,000 foreign stock; Saskatchewan, 252,000 British and
313,000 foreign. Thus in the western provinces the farm population is
now almost in balance as between British and foreign stock, or in
some cases the foreigners dominate. In the east the French Canadians
are overflowing Quebec into neighbouring provinces. Such conditions
are not favourable to any Canadian Government which insists on co-
operating with the London Government in the artificial stimulation
and subsidy of British industrial migration. That this system is highly
expensive, as well as economically unnatural, is indicated by the
statement of Premier King that his Government is spending about $17
on every assisted British settler compared with only 1l cents on
every foreign settler.

No such artificial stimulus is needed to create a population flow
between Canada and the United States. But then, the bulk of Ameri-
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can immigrants to Canada are farmers, and most of the Canadians
seeking prosperity in the United States are industrial workers. The
paradox of enforced Canadian absorption of excess British industrial
workers is complete when one realises that in the midst of the British
migration schemes the Ottawa Government has been petitioning the
Washington Government to permit several thousand Canadian work-
ers to cross the border daily to work in Detroit and other American
cities, returning at night to their Canadian homes. Or, put in another
way, while the Vancouver city council was warning the subsidised
British miner-harvesters not to expect employment in that city, Van-
couver contractors were importing American labour for public work
and hop-picking.®®

Behind the natural resentment of many Canadians against making
their country suffer for British unemployment ills, is the frequently
expressed fear that proposed British immigration will breed hatred
instead of friendship between the mother and daughter countries and
increase social radicalism in the latter. Typical of this point of view
was a speech in the Canadian Parliament, February 27, 1928, by
Mr. H. Bourassa. As summarised by the Journal of the Parliaments
of the Empire, he said: “Instead of offering abnormal inducements to
foreign immigrants, whether they came from the British Isles or from
Continental Europe, they should offer advantages, at least equal if not
superior, to the farmers of Quebec and Ontario as well as to the Mari-
time Provinces, who had a taste for the West. They should make
a serious attempt to bring back some of their Canadians, especially
those who had not been out of the country too long [in the United
States, presumably]. . . . The efforts of all good Canadians should
not be directed to making Canada an easy cure for the social evils of
England, and a safety valve for the possessing classes of that great
country. From a social point of view, let them beware before they
open their doors to any one who might come from England with a
heartful of hatred against all British institutions. Of course, if they
wished to hasten the day of secession, if they wanted to precipitate
Canada into a crisis with Great Britain, let them bring as many people
as they could of that kind to Canada.”

] In South Africa, controlled by the (Dutch) Nationalist Party, there
1S even less enthusiasm than in Canada for the particular type of
Immigrants which Great Britain must get rid of.

Opposition to such British immigration at this time is open in
Australia. In the spring of 1929 the Australian Workers’ Union, the
strpngest labour organisation in that country, sent a delegation to the
British Isles to warn British labour not to migrate to Australia where
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unemployment existed. The British Economic Mission reported in the
same year that Australia was not thén a suitable place for emigrants.
Official statistics show that in the period 1923-27 Australian unem-
ployment ranged from about seven to nine per cent. In that period
there was a net immigration increase of 40,000, which most autliorities
agree must be reduced. Although Australian sentiment is coloured
by fear of an alleged Yellow Peril, and is thus theoretically sympathetic
with British immigration to preserve the British character of Domin-
ion population, economic exigencies are such that Australia cannot for
many years to come serve as an outlet for excess British industrial
population. Meanwhile the British proportion of the Australian popu-
lation is being diluted. It fell from 81.4 per cent in 1925 to 75.5 per
cent in 1927, with compensating gains by other Europeans.

In New Zealand the situation is no better. That Dominion has sus-
pended its system of assisted British immigration. All efforts so far
have been unsuccessful in meeting the local unemployment problem.
At the most New Zealand cannot absorb more than a maximum of
7,000 immigrants annually.®

So what is to become of the million and more British workers who
are permanently unemployed? Being surplus population, they are a
drain upon the rest of Britain. They should migrate. But, for one
reason or another, they do not want to leave home, they are not fitted
to be pioneers on colonial farms, and there is no enthusiastic welcome
awaiting them anywhere. Most countries now have industrial unem-
ployment. No other country wants Britain’s unemployed. In a small
way doubtless the London Government at great expense will be able
to get rid of a few thousand each year. But it is improbable that such
subsidised emigration will compensate for the growth in population
during the next decade, much less diminish the surplus.

Unable to support her population with the present volume of indus-
trial production and unable to get rid of her surplus workers, Britain
therefore is thrown back to the task of increasing her foreign trade to
provide jobs for them.
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Chapter Three

“WE ARE FIGHTING FOR OUR LIVES*®

& §§ >§ Y E ARE FIGHTING for our lives in world markets,” Lord Riddell
warned the 1929 convention of the British Advertising As-
sociation. “Our fate as a nation depends on extending and

developing our trade.”

While foreign markets are to Britain the means of survival, to the
United States they are the price of prosperity. Britain, whose need
is greater, is going down. America is going up. Britain’s exports, which
now range from 25 to 30 per cent of her production, are lower than
pre-War; she must increase them even to hold her own. America’s
exports are less than 10 per cent of her production, which is chiefly
for the rich home market; but that surplus is the difference between
depression and prosperity. In this battle for foreign markets the two
belligerents have changed places. Before the World War America
had 12 per cent of the world’s export trade; Britain had 16 per cent.
To-day we have 16 per cent: she has 12 per cent.

That this struggle is not only recognised but publicly admitted even
at times by government officials, who usually try to gloss over the dis-
agreeable realities of economic warfare, may be seen in such state-
ments as the following:

Sir Esme Howard, British Ambassador at Washington, speaking in
Toronto in 1926 on prospects of war or peace, said: “The only pos-
sible source of trouble that I can see in the future might arise out of
€conomic competition. It seems to me that without doubt the struggle
for markets will be more acute and more violent than in the past.”

Dr. Julius Klein, Assistant Secretary of Commerce, told a Congres-
sional committee about the same time: “There can be no doubt that
the export trade of this country now faces a serious crisis.” Mr. Hoover
in his Boston foreign trade speech in the 1928 political campaign said:
“As the stability of foreign nations becomes greater and their methods
'mprove, their competition for neutral markets will become sharper.
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To receive our due share of prosperity in these markets we must con-
tinue an increasing vigorous co-operation from our Government.”

The conditions which make British survival as an industrial Power
hang on winning the war for foreign markets—conditions outlined in
detail in the preceding chapter—were emphasised in the conclusions
of the final Balfour Committee Report: “The information before us
amply confirmed that the only practicable means of ensuring a satis-
factory volume of employment for the industrial population under
reasonable conditions is to secure and maintain a sufficient flow of
exports to overseas markets, including under the term exports not
only material commodities but also those immaterial services which
are sometimes termed ‘invisible exports.” This basic proposition fol-
lows inevitably from the fact that the population of Great Britain
is to a large and increasing extent dependent for its food and the
materials of its industry on imports from abroad.”

THE FIGURES?

Britain is not succeeding. Her exports (adjusted to 1913 dollar
values) in the period 1913-28 decreased five per cent, while ours
increased 48 per cent.

Part of Britain’s loss is due to the relative loss in total world trade
resulting from the War. The Department of Commerce, in comparing
present world trade with pre-War, says: “As compared with 1913, the
last year before the outbreak of the War, international trade in 1928
shows an increase in value of about 53 per cent. Most of this apparent
gain is due to the fact that prices are now higher than before the War.
It is impossible to determine with accuracy how much this advance
is, but the best available data indicate the probability that in 1928
prices of commodities entering international trade averaged between 40
and 45 per cent above the 1913 levels. The quantitative increase in
world trade between these two years was probably in the neighbour-
hood of 10 per cent. Such an increase but little exceeds the growth
in world population and is in conspicuous contrast with the steady
advance in world trade, on a per capita basis, for a long period pre-
ceding 1914.” 2

Pointing out that the world export trade doubled in the period
1900-13, the National Foreign Trade Council concludes: “Cumula-
tively, the world’s exports during the past 14 years have fallen short
of the amount they would have reached under normal progress by
more than $20,000 million at the 1927 valuation.” ®

Out of this less-than-might-have-been total of exports, Britain’s
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competitors since 1913 have gained foreign markets. While in the
period 1913-28 she lost five per cent of her exports and the United
States gained 48 per cent, France gained six per cent, Italy 12 per
cent (all adjusted to 1913 dollar value). Germany, whom Britain
sought to eliminate as a major commercial rival by the War, is rapidly
regaining its position without the benefit of colonies taken away by
Britain. Germany’s export trade, which in 1925 was little more than
half the value of pre-War, in 1928 had risen to 87 per cent. The Anglo-
American struggle for markets has increased with the rapid change in
the character of American exports. They are no longer predominantly
foods and raw materials not competing with United Kingdom exports.
In 1928 our “finished manufactures” accounted for 45 per cent of our
exports, and “manufactured goods” (including semi-manufactures)
amounted to more than 68 per cent. These manufactured exports, to-
gether with our total exports, have shown a steady upward trend
during the last six years. Most of these American manufactured ex-
ports are in direct competition with British trade. They include prod-
ucts of old industries, such as steel and industrial machinery in
which Britain is now suffering severe depression; and products of newer
industries, such as automotive and electrical, which Britain unsuccess-
fully is trying to develop to supplement her crippled old industries.
Automobiles in the first half of 1929 became the leader in our export
trade, displacing raw cotton, which had held that position since the
Civil War.

In the period 1923-28 our merchandise exports rose 25 per cent
to $5,000 million, the annual average being $4,600 million. Meanwhile
merchandise exports of the United Kingdom dropped from $3,800 mil-
lion to $3,600 million; the annual average was less than $3,700 million
and less than the 1923 figure. In the period 1923-28 our favourable
merchandise trade balance (excess of exports over imports) rose from
$375 million to $1,000 million, maintaining an average annual favour-
able balance of almost $700 million. But the United Kingdom was
increasing her unfavourable balance. Her excess of imports over exports
was $1,000 million in 1923 and $1,700 million in 1928, or an average
annual adverse balance of $1,800 million.*

The direct Anglo-American conflict is further intensified by Britain’s
increased dependence on exports of the newer manufactures in which
the United States excels. Inability of her three major industries, upon
which her export empire was built, to maintain their position under
post-War conditions and competition is clear. Those three are coal,
steel, and cotton. In the percentage of British total exports coal fell
from 10.2 per cent in 1913 to 6.9 per cent in 1927, iron and steel from
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10.5 to 9.8 per cent, and cotton from 24.1 to 21.0 per cent. Failure of
the older British industries to maintain themselves in the export mar-
ket is also revealed by unemployment figures. Of the total male unem-
ployed the coal industry provides 18.5 per cent, iron and steel 18.9
per cent, cotton and wool 10.8 per cent.®

Changed world conditions, as we have seen, are chiefly responsible
for Britain’s loss of foreign markets. These changes, including indus-
trialisation of agricultural countries and development of power sources
other than coal, which make the rest of the world less dependent upon
Britain as a middleman, were in process before the War. The War
accelerated them. Also it added new political factors unfavourable to
Britain. These included multiplication of national frontiers, 7,000 miles
of new tariff walls, and other trade barriers. In contrast to temporary
obstacles to world trade resulting from the War, such as reduced pur-
chasing power of world markets and chaotic monetary conditions, the
twin factors of industrialisation and tariff barriers remain relatively
permanent obstacles to British exports.

Britain is hit from two sides. Her former customers are buying less
from her, and they are becoming her competitors in other world
markets.

It is necessary to distinguish between effects of these changed con-
ditions upon Britain’s peculiar export trade and upon world export
trade in general. The specific effect is to rob Britain of much of her
old coal-steel-textile trade, and the general effect is to create more
difficult trade conditions for all exporting nations at a time when
Britain in her weakened condition is least able to participate in general
competition. If only her old markets were disappearing, it would not be
so bad. But she is left with an old industrial plant on her hands. She
must find not only new markets for old industries; she must find new
markets for new industries. Thus her antiquated industrial plant,
geared to conditions that will never return, is in itself a positive handi-
cap. This internal weakness makes the new and higher tariff walls of
the world more of an obstacle to British than to American exporters.

Tariff barriers, according to League of Nations figures, had risen in
1927 to the following ad valorem heights in the new states of Central
Europe: Austria 16 per cent duty on manufactured articles, Jugoslavia
23, Czechoslovakia 27, Hungary 27, Poland 32; and in other countries,
Germany 20, France 21, Italy 22, Spain 41, Sweden 16, Belgium 15,
Argentina 29, United States 37.°

Many economists go as far as Sir George Paish, in his World Eco-
nomic Suicide, in believing that: “Only by reversing the present uni-
versal policy of high tariffs and pursuing without further delay the

6o



“WE ARE FIGHTING FOR OUR LIVES™

policy of tariff reduction, so strongly urged by the International
Chamber of Commerce and the great bankers and industrialists of
Europe, America and this country, as well as by the Brussels Financial
Conference convened by the League of Nations, can the nations over-
come the grave danger which now confronts them.” However that may
be, it is significant that the United States and other competitors, for
one reason and another, are more successful than Britain in getting
their goods over those foreign tariff walls.

The net effect of increased tariffs and other post-War developments
is world over-production in practically all manufactured products,
and especially in those in which Britain is most interested. Although
since 1913 world trade and consumption have little more than kept up
with population growth, there has been a larger increase in world pro-
duction. Thus practically every major economic factor is creating con-
ditions of fiercer foreign trade competition, especially between the two
chief producing nations.

This means more than a conflict among capitalists over profits. It
is a question of whether the American worker or the British worker or
some other worker is to go without a job because of world over-produc-
tion and over-industrialisation. In a period of too many factories and
machines for the consuming capacity of the world, one producing
country cannot capture a market without another country losing that
market, especially in staple manufactured products. As the 1929 report
of the International Labour Office on Unemployment concluded:
“From the international point of view the unemployment would not
be eliminated but merely redistributed.” This is certainly true of such
world depressed industries as coal and textiles. Of course, the whole
philosophy of contemporary American capitalism is based on the thesis
that consuming capacity is not static but can be increased almost
without limit. America both in the domestic and foreign markets, has
demonstrated that this is at least partly true in regard to automotive,
electrical, and other new products, but has failed to demonstrate the
truth of this thesis as applied to some of the older depressed industries.
Indeed, the same force that increases the market for electric and oil
fuel tends to decrease the coal market, and that which forces rayon
consumption up tends to force cotton consumption down. Therefore
the general problem of world over-production, and resultant contrac-
tion of employment and markets, is intensified by emergence of
America as a competitor and by those newer industrial products with
which we are flooding the world.

Just how important was this emergence of America as her world
competitor no one knew better than Britain. For to her this meant
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almost the final straw. Despite all her difficulties Britain might have
come out fairly well otherwise. True, changed world conditions were
against her; but she had at least temporarily eliminated Germany,
her chief European competitor, and the newer European competitors
lacked her experience and technique in world trade. Although she was
hard hit, facing them alone she would have had leeway to reorganise
her industrial plant and export system. Britain needed more than any-
thing else a breathing spell.

That period of recuperation in a time of international transition
might have been hers but for America. Instead of treating her wounds
she was called upon to fight at once a new economic rival out of the
West, who made her earlier competitors seem pigmies. And as great
as her internal weakness, so great was the native strength of the
trade opponent who now challenged her. America needed no new
weapons in the form of modernised industrial plant and methods; we
already had those weapons. We had originated those competitive
weapons of mass production and “scientific” commercial technique.
We had superior strength and resources, in the form of modern fuel
energy, food, raw materials, and mass consuming capacity.

In terms of competition for foreign markets this meant, as we have
seen, that America could produce cheaper and sell cheaper. To America
foreign trade was a by-product—a by-product which meant the dif-
ference between big profits and little profits, but only a by-product.
America virtually could produce and sell at cost to her large home
market the bulk of her manufactured products, and have left the 10
per cent surplus production for foreign sale which would be profit at
any price. But Britain had to sell abroad one-third or more of her
production capacity in order merely to support her over-populated and
over-industrialised country.

Meanwhile Britain was meeting a more subtle obstacle. World mar-
kets increasingly were becoming Americanised; they were feeling the
lure of the phrase “Made in America.” Americanisation of foreign
tastes and demands had not come about spontaneously as our com-
petitors supposed. It had been stimulated by all the cunning of “high
pressure” American salesmanship.

Before converting the world to American goods, it had been necessary
to convert Americans themselves to the need of converting the world.
As in the case of other types of religion, at first those with missionary
zeal were few. The political isolationist spirit, so fundamental in the
official foreign policy of the United States from the beginning and so
representative of the attitude of the American people, created early a
spirit of economic isolation. Only a few large corporations had an
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appreciable export trade. Hence our export trade continued to be
largely in agricultural products and raw materials, rather than manu-
factured products, until comparatively recently.

But a few bankers, business executives, and economists saw that
increasing industrialisation and mass production could not long con-
tinue without creating serious economic, social, and political problems
unless there was an expanding foreign outlet for the surplus. Even
when the War dumped a temporary foreign market in our lap, there was
no general appreciation of what was happening. After the War the
contracted world market and domestic deflation gave the economic
pinch which awakened American producers to the value of a foreign
outlet.

ENTER MR. HOOVER, ECONOMIC CONQUEROR

Enter Mr. Herbert Hoover! He had lived abroad for years as a
mining engineer and promoter, especially in England and the Domin-
ions. He knew the British Empire more intimately than most Britons,
when he came into the Washington Cabinet. During the War and
immediately after he had unrivalled opportunity as Food Adminis-
trator, as European relief director, and as key man in the unprece-
dented organisation of supplies which the Allied governments achieved,
to know the world’s economic masters and to understand its economic
conditions. He was a great organiser. He was a modern. He had gone
beyond the Washington politicians. He did not conceive America in
the political terms of a McKinley or a Roosevelt as a future territorial
empire fashioned after the traditional British model, which he knew
so well. He saw the future America as a new type empire, an economic
world empire, built on business efficiency, held together by lines of
trade and credit, penetrating all nations, cutting under other empires.

Mr. Hoover wanted to provide the leadership which post-War
America needed. Knowing that Americans are incurably political-
minded, that they are too immature to think in economic terms or
consciously to follow economic leaders, he properly chose a political
field of action. There were minorities in both the Republican and
Democratic parties who accepted his leadership. In one State the
Democrats tried to put him on their Presidential ticket, and a few
Republicans tried to nominate him at their national convention. But
that was in 1920, and several years before he was representative of
American business. American business had not yet caught up with him.
Curiously it was the women, the social radicals, the political reformers,
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and what the “better classes” are so fond of calling the “lunatic
fringe” who supported him in those days. But, of course, they were
without power to make him President. He knew that as well as the
politicians who scorned him. Indeed, this attributing to Mr. Hoover a
political innocence which he did not possess was later to be the poli-
ticians’ undoing. Partly because his own unsuspected political sense
found a way, and partly because the conservative Harding Adminis-
tration needed him as a show-window, he got a Cabinet job in 1921.
He was not made Secretary of State or given any other place in which
he would be expected to determine policies. He was given what was
then the least important of all Cabinet responsibilities, the Department
of Commerce. From that day began the conscious transformation of the
Washington Government into a directed force for American economic
world expansion. While many of the Harding Administration were
glutting themselves in the sort of public robbery which usually follows
a war, and while Mr. Hughes was winding legal tape at the State
Department, Mr. Hoover was reorganising his expanding Department
into a great intelligence service and training school for American
business. He set out to “sell” the idea of foreign trade to American
industrialists and bankers, large and small. He gathered from the
colleges and technical schools young men to supplement the recruits
from his personal War-time organisation abroad, and spread them as
shock troops in the American commercial advance upon the world. As
fast as he trained them, and converted private American corporations
and organisations to the value of these young trade experts, they were
turned over to American banks and corporations and retained in the
foreign field, while Mr. Hoover trained more in the Government
service. Thus was created the personnel to operate the new type
American economic empire.

At home Mr. Hoover converted many business and political leaders,
so the process broadened. Enactment of the Pomerene Law gave
legislative sanction for establishment of large industrial combines
which, though not in “restraint of trade” domestically, sought to
dominate world markets in combat with foreign monopolies. At the
same time Mr. Hoover was organising competing American producers
into co-operative trade groups, and winning them through personal
conferences, written propaganda, and government pressure for the new
gospel of waste elimination, “serialisation,” “specialisation,” “stand-
ardisation,” cost accounting, scientific research, market diagnosis, mass
production, capitalist efficiency. Mr. Hoover, in short, was achieving
the Americanisation of America, which hitherto had existed chiefly as
the dream of a few Americans and the nightmare of more Europeans.
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“With perhaps pardonable pride,” Mr. Hoover said some years later
in his role of Presidential candidate, “I may point out some indication
of the assistance which the Government has given to this great ex-
pansion of our export trade through searching out opportunity for
American goods abroad. I know of no better index of what the Federal
Government’s contribution has been in this enormous growth than the
number of requests which come constantly to the Department of
Commerce from our manufacturers and exporters for assistance and
service of one kind or another. During the year before we undertook
this broad plan of co-operation the Government at its various offices
over the world received less than 700 such requests per day. These
demands have increased steadily until this last fiscal year they exceeded
the enormous total of over 10,000 daily. Unless these services to indi-
vidual manufacturers and exporters were bringing positive results in
dollars and cents, we should never have seen this phenomenal growth.” *

That test phrase which Mr. Hoover in his campaign address applied
to his handiwork as the genius of American foreign trade runs as a
motif through the utterances of his lieutenants and the literature of his
government organisation. For instance, the Department of Commerce
in its publication Practical Aids to American Business begins with a
chapter on “Dollars-and-Cents Results,” quoting from such testimonial
letters as the following:

“An engine manufacturer in Kansas City, Missouri: “The Depart-
ment of Commerce has certainly given us a lot of assistance, and we
have been able to nearly double our export business through the help
that has been received.’” From an export representative of American
manufacturers: “Thanks to the prompt and effective assistance of your
London office, I have been able, in less than two weeks, to line up
excellent agents for two of my accounts. With the newly appointed
distributers of the Motors Export Co., 1 have closed a contract
for delivery on 125 cars during the next year and a half, which means
an approximate value at the factory price of over $200,000! . . " A
manufacturer in Pittsburgh: ‘Just one year ago | consulted with the
Philadelphia office of the Bureau regarding getting some foreign
business. They gave me a brief education of this business, and pro-
ceeded to give us various forms of assistance and co-operation. The
results were that in less than six months our export trade was worked
up to where it was 30 per cent of our business, and has been main-
taining at least that average ever since.””

Mr. Hoover did not originate the idea of intelligent and intensive
American exploitation of foreign markets. A few large corporations
had been making big profits from such business since the turn of the
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century. But he did give the idea national currency and he did help
the rank and file of manufacturers to do what only a few great cor-
porations had the vision and the organisation to do before. He helped
to multiply by hundreds the following story of a once exceptional
American industry, as recounted in a recent advertisement of a New
York bank, under the headline “They Planted Dollars in Foreign
Soil”’:

“Back in 1900 or thereabouts, American agricultural machinery
experts went abroad to study markets. Their recommendations were
several: 1. That American agricultural machinery should be sold abroad
strictly by American salesmanship methods. 2. That there should be a
corps of American-trained mechanics available for assembling and
repairing. 3. That foreign branch houses should be established and long
credits given to farmers. This meant a plentiful planting of dollars in
hope of abundant harvest. It also meant certain changes in the machines
to suit foreign needs. Machinery for Great Britain was made smaller
to permit passage through narrow British country lanes. Right-hand
machines were built for countries where oxen or buffalo furnish the
motive power—these animals being driven from the right instead of
the left side. Closer cropping machines were designed for lands that
demanded economy in straw. And this was the result: The largest of
the manufacturers had been selling about $10 million a year before the
change was inaugurated. But during the next 14 years this company
reaped a sales harvest overseas of $500 million for American-made ma-
chinery and binder twine. American export trade has made tremendous
strides during the past few years. But the outstanding successes in the
foreign field are usually found among manufacturers who have used
American sales methods with a judicious adaptation to each market’s
peculiar need.”

The near-omniscience of the Hoover intelligence service in this
economic warfare abroad makes the great military intelligence service
of the Allies and the United States in the World War seem insignifi-
cant. Here is an almost uncanny tale told by Assistant Secretary of
Commerce Klein in his book Frontiers of Trade to illustrate the
strategy of “Precision in Foreign Trading”:

“The Japanese earthquake occurred at noon on Saturday, September
1, 1923. Within a few hours there was gathered in Washington a group
of high officials to make arrangements for relief measures, particularly
in the matter of food, which in this case, of course, was largely rice.
The question arose immediately as to where sufficient quantities of
that essential could be promptly secured and at what price. Various
estimates were presented, but finally Mr. Hoover, who was present
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representing the Department of Commerce, drew from his pocket a
single sheet of paper on which were typed the statistics as to the precise
position of the rice trade in the Far East as of Saturday, September 1,
at noon, the very moment of the earthquake. This seemed to be a case
of almost incredible magic, since it would have been utterly impossible
to effect interchanges of cables and to institute the necessary researches
over such a vast area within that short interval. Yet the material was
there—figures not simply as to the current rice prices in all of the
leading Far Eastern trade centers but also as to the stocks on hand in
important warehouses, the status of crops in the great producing areas
around Saigon, and even the quantities afloat in cargo steamers en
route to various ports. It was then a matter of moments to flash a
series of cablegrams across the Pacific and concentrate the necessary
supplies in time to avert serious famine in the devastated area. But the
background of that crisis and its solution was set many years before.
Rice was simply one of a series of the world’s staples upon which the
trade of this country has requested periodic statistics of just this type;
and the machinery had been set up and functioning satisfactorily in
this regard for years. When the Japanese disaster occurred, therefore,
quite fortuitously at the very moment when one of the periodic checks
had been concluded by the field agents of the Government, all neces-
sary information was automatically available.” ®

THE PRINCE OF WALES, SALESMAN

What chance have the British in economic battle against such an
American war machine, which seems almost to see all, know all, and
do all? Whether in the matter of an intelligence service or of foreign
sales and advertising campaigns the British are rather frantically con-
fessing that their present system is far inferior to the American. They
are clamouring for imitation of the Yankee model. Lord Riddell in his
we-are-fighting-for-our-lives speech to the British Advertising Associa-
tion, quoted above, emphasised that Britain suffers in world markets
from the more effective American sales methods. When the Prince of
Wales, returning from a foreign tour, publicly attacked the inefficiency
of British marketing methods as compared with those of her competi-
tors, comment of the press and industrial leaders supported the Prince’s
Criticism,

The Prince is often described as “Britain’s best salesman.” His
recent foreign trips, like that of President-elect Hoover to Latin
America, have been primarily in the interests of export trade. In
opening the 1929 British Industries Fair, the Prince indicted British
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methods: “I travel a good deal, and sometimes come up against this
somewhat sad state of affairs—a British community, many thousands
of miles away, anxious to buy British goods but unable to do so
because those goods are not suitable or practicable to the locality.
There must be something utterly wrong for such a state of affairs to
exist, and [ can only surmise that local conditions and requirements
have not been sufficiently studied. Either a quantity of the wrong type
of certain articles has been sent out, which is quickly scrapped by your
agent in the favour of the goods which our foreign competitors have
sent out to suit the requirements, or there have been no orders at all.
The same applies in foreign countries.” ®

As a London newspaper remarked, the Prince’s charge “crystalises
many pronouncements from ambassadors and detached observers of
our business ways abroad. Whatever we were when Napoleon made his
historic gibe, we are now a nation of shop keepers. Window dressing
is one of our failures.” *°

Much evidence was taken by the Balfour Committee on this subject.
It showed that Britain’s sales organisation is even more antiquated than
her producing plant. The final Balfour Committee Report found this
to be one of the most serious handicaps in the struggle against foreign
competitors: “It is impossible, on a study of the evidence as a whole,
not to receive the impression that, although a number of British
exporting firms in all industries are as well represented in the consuming
markets as any exporters in the world, too many British exporters
show a want of proper activity in the way of intelligent and sympa-
thetic study of the markets, and energetic salesmanship. . . . It is
quite certain that, unless the characteristics of the market are scien-
tifically studied, with the satisfaction of the individual consumer as
the governing factor in the whole of the manufacturer’s organisation,
British trade cannot hope to hold its own, still less to advance, when
pitted against the systematic approach to their objective which is
displayed by some of our foreign competitors.” *

Part of the rapid Americanisation of world markets has resulted
not so much from direct publicity and sales pressure as from the indi-
rect advertising value of Hollywood films. Some estimates place the
number of American films shown as high as 90 per cent of the total.
The effect on the foreign audiences is obvious: a taste and demand is
created for the kind of automobile used by the motion picture “star,”
or the style of shoes worn, or the plumbing fixtures displayed. Reports
of American consuls are almost unanimous in citing this as a major
stimulant of foreign trade, especially in the newer industries, Foreign
companies and governments are even more impressed by this form of
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indirect Yankee trade propaganda. Naturally they interpret the com-
mercial penetration as a cultural and political menace. With this
justification Britain and eight other governments have passed dis-
criminatory laws and regulations against American films, usually
putting the Hollywood product on a quota basis. Popular demand
abroad, however, has prevented any large scale elimination of American
films. Development of the talking film has done more, perhaps, than
artificial expedients to enable the foreign producer to compete in his
own country. Even though the Yankee film does not retain nine-tenths
of the world trade in the future, it is apt to continue in a dominant
position abroad. One reason for the commercial superiority of the
American motion picture is that its trade and political propaganda is
more indirect and subtle, and therefore more effective, than the
British.

To the many natural advantages which America has as an exporter
over its British rival, such as superior raw materials and home market,
and to the developed advantages of superior production plant and
labour productivity, is thus added the advantage of more efficient
marketing weapons and methods.

THE WORLD WITH A FENCE AROUND IT

As usually happens in the case of rising empires, the United States
while overcoming obstacles set up by her competitors is raising greater
obstacles against herself. It is the old story of human greed. As the
earlier Yankees would have put it, it is a case of “not being satisfied to
have the world, but wanting the world with a fence around it.” Not
content with penetrating markets of the rest of the world, and in many
cases defeating local competitors despite foreign tariff walls, the
United States insists on virtually excluding foreign competitors from
the American market. Our traditional protective tariff is raised higher
and higher, at the expense of American consumers and at the jeopardy
of American export trade.

In the beginning American tariff policy was natural enough. Pro-
tection was needed for certain key industries in their early undeveloped
Stage. But inevitably as that legitimate need was met, the industries
which had grown strong and rich behind the tariff wall demanded and
received tariff increases which gave them virtual monopoly control
and freedom from normal foreign competition. The high tariff lobby
became the strongest of all the predatory influences in Washington.
For years it has dominated the majority political party and made
increasing gains in the minority party. Under popular pressure the
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protected industries have permitted the American workers to share
in small part their tariff bounty. The tariff wall, together with immigra-
tion restriction, helped to create conditions from which American
labour profited temporarily through higher wages and better working
conditions compared with foreign labour. Whatever the temporary
justification from a selfish national point of view of the American
high protective policy in the past, that justification has diminished
to the degree that the United States has become the world’s largest
industrial producer and exporter.

But the majority of American business men, from habit and the
desire for easy profits, are still unable to see how completely America’s
economic position has changed and how disastrous a high tariff wall
must be to us in the long run. The same lack of mobility, the same
dead hand of tradition which prevents British industry from adapting
itself as best it can to changed economic conditions in the field of
production and marketing, prevents American industry from adapting
to changed conditions its tariff policy. The mobility which was native
to American industry in the production field and so successful there,
but which was less spontaneous in the exploitation of foreign markets,
is so far almost completely lacking when it comes to formulating a
tariff policy in line with mobile mass production and mobile foreign
marketing organisation.

Because of the short period in which we have been a major exporter
of manufactured products, and because of our foreign loans and other
items of so-called invisible trade balance to be discussed later, suffi-
cient time has not elapsed for us to feel the disastrous effects of a
one-sided foreign economic policy which seeks to increase exports while
shutting out compensating imports. Of the total American imports in
1928, 34 per cent in value were dutiable. The average ad valorem duty
collected was 40.6 per cent.®* This was higher, as we have seen, than
that of any other major Power.

The American tariff law of 1922, under which those 1928 duties
were collected, was written with the deliberate intent to injure our
foreign competitors, especially Britain. It is a weapon in the Anglo-
American trade war—although it is turning out to be a boomerang.
Britain’s severe depression and unemployment is partly due to the
American tariff wall. As reported in 1926, by the Balfour Committee’s
Survey of Overseas Markets:

“It is certain that, in staple lines of manufactures in which quantity
and low price are important factors, the tariff has rendered competition
from the United Kingdom practically impossible.” ** British commodi-
ties hardest hit by the American law are steel, china and glassware,
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cutlery, and textiles. Other European producers also have suffered.

Besides the high rates other provisions of the American tariff law
have worked hardship on foreign competitors. Under the so-called
flexible provision the President is permitted for the nominal purpose of
equalising production costs to increase or decrease the duty upon a
commodity up to 50 per cent of the rate fixed by the law. This has
been used to raise rates. Of the 36 changes by executive decree in the
period 1922-28, five were decreases on unimportant commodities, and
most of the increases were to the 50 per cent limit. Another provision
of the law authorises the sending of Treasury agents abroad to obtain
foreign production costs to facilitate computation of equalising Ameri-
can duties. These agents have attempted to pry into the private ledgers
of British and other foreign firms in a manner which would not be
permitted by American companies to American government agents,
much less to foreign agents. British and other manufacturers have
protested vigorously against such American commercial espionage. The
law provides that the State Department shall obtain from foreign
governments diplomatic status and immunity for those agents. Only
Roumania and Hungary, for special reasons connected with their
desire to win the favour of Washington, have agreed. Those which have
refused include practically all of the governments of Europe, the Near
East, and Far East. A fourth American method employed to bar
competing foreign goods has been the abuse of “sanitary” embargoes,
which provoke foreign protests. Then there are numerous petty regu-
lations calculated to block foreign competition. One that especially
infuriates our chief competitor is the regulation requiring that such
small and fragile articles as fishing flies be stamped “Made in Britain.”

Despite rising foreign resentment against our direct and indirect
tariff barriers and despite the threat of more severe foreign retaliation,
there is as yet no considerable body of public opinion in this country
demanding appreciable tariff reduction. The American Federation of
Labour is as enthusiastic over the high protection policy as ever. The
Democratic Party has departed farther than ever from its traditional
low tariff policy, which was almost the only issue which distinguished
it from the larger Republican Party. In the 1928 national campaign
the Democratic Party, while criticising certain ways in which Repub-
lican rivals administered the tariff law, praised the high protective
principle, When the Republicans accused the Democrats of loyalty to
the ideals of the lower tariff law of the Wilson Administration, the
Democratic national <hairman, Mr. John J. Raskob, not only denied
the charge but declared that there was no longer any difference in
Principle between the two parties on the tariff question. Significantly,
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this Democratic chieftain used the familiar Republican nationalistic
and anti-foreign appeal to blind the American electorate to the real
economic dangers involved in our 'tariff policy. Mr. Raskob said:
“European industry, getting into operation on starvation costs, envied
our rich markets. A sinister emergency threatened our whole structure.
Regardless of long-run theory, we faced and shall long continue to face,
a new situation resulting from this emergency. Any American, whether
Democratic or Republican, who would advocate breaking down our
walls against this danger invites national disaster.” **

This right-about-face in Democratic Party policy has several causes.
Chief among them are the industrialisation, especially in textiles and
steel, of the South, the traditional Democratic stronghold, and efforts
of that Party to capture the financial and political support of large
Northern industrial groups upon which Republican election success is
built. In general the Democratic shift is a trimming of sails to the winds
of public opinion throughout the country, which are favourable to the
protective policy. While the public ignores the many economic factors
and favourable world conditions which have contributed to the rela-
tively high American prosperity during the last six years, and attributes
that prosperity almost wholly to the “blessings” of our high tariff
wall, there seems little prospect of a saner policy.

Indeed, in 1929, the attempt was made to raise higher that wall.
Despite campaign pledges of President Hoover that there would be
no general upward revision, the House of Representatives under the
complete control of the Administration passed a new tariff bill which
has been described as “the worst in history.” It increased approxi-
mately one-third of all the schedules. It raised the average duty on
industrial products from 34.78 to 38.63 per cent, according to estimates
of the Federal Tariff Commission. Opponents of the bill calculated
that it would impose an annual burden upon American consumers of
nearly $2,500 million, $600 million more than the existing law. The
bill struck at British trade by increasing duties on chemicals, oils and
paints, metal manufactures, textiles, crockery, and other products.
Anticipated modification of this extreme measure under pressure of a
Progressive-Democratic bloc would not be a low tariff victory. At best
the 34.78 per cent on industrial products of the 1922 law probably will
not be cut. Even if the 1922 rate remained the same, the American
tariff rate would still be exceedingly detrimental to America’s future
as an export competitor in world markets.

Foreign protests are more in number and louder than ever before.
Probably no domestic legislation of any nation has ever provoked
such unanimous foreign resentment. That has given pause even to a

72




“WE ARE FIGHTINGIFORQUR LIVESS

few of the protected industrial monopolies, and has increased the
number of bankers with foreign financial interests who think the wall
should be raised no higher. It has caused the annual convention of
the National Foreign Trade Council to declare against tariff revision
that might interfere with the growth of commercial interchange. Even
that association, which is most directly interested in foreign trade, did
not demand tariff reduction. But it did declare that: “International
balancing of trade should not be prejudiced, nor the continuance of
expansion of our merchant marine consequent upon the increased
exports and imports, both of which are essential to the maintenance
of prosperity and employment, by any procedure which might invite
serious retaliatory action. We must not retard the natural flow of
goods which our foreign customers can pay in their own products for
obligations incurred and for purchase of goods.” **

The world is saying in effect: If you strike us, we shall strike you:
if you will not let us live and prosper, we will not let you live and
prosper; if we are not strong enough individually to resist you, we
shall unite to defeat you. To the extent foreign countries are able to
carry out that threat we shall lose our export trade. That may not
seem a very great calamity to short-sighted Americans of the tra-
ditional isolationist school. But some day even they may be forced to
realise with President Hoover that: “We might survive as a nation,
though, on lower living standards and wages, if we had to suppress the
nine per cent or 10 per cent of our total production which is now sold
abroad. But our whole standard of life would be paralysed and much
of the joy of living destroyed if we were denied sufficient imports. . . .
The Great War brought into bold relief the utter dependence of nations
upon foreign trade. One of the major strategies of that hour was to
crush the enemy by depriving him of foreign trade. . . .” *® Or, as the
President has put it in terms of the average American citizen: “More
than two million families in the United States earn their living to-day
producing goods for exports, and another million families earn their
living in the manufacture of raw materials which we import in exchange
for our exports.”?” Even that highest of protectionists, President
McKinley, said in his last public utterance before his assassination:
“If we will not buy, we cannot sell.”
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provocative tariff policy and despite all the foreign attempts at

retaliation and boycott. Neither the fact of Continental cartels,
nor the dream of an economic United States of Europe has stopped the
flow of goods Made-in-America. Boycotts in Latin America and the
Far East have not prevailed against Yankee products. In this post-
War period when there has been so much talk—and, perhaps, so much
reason—for the rest of the world to join in self-defence against our
superior economic power, they merely have shaken a fist at us with one
hand while buying our wares with the other. And there stood Britain
all the while, watching her precious customers turn to the hated Yanks.
It wasn’t logical, it wasn’t right; but there it was. Worse, from the
British angle, the largest American gains were in those new and barely
touched markets of the Orient and Latin America, the markets of the
future.

Britain and 28 other governments in 1929 filed protests of nationals
with the State Department against our tariff policy. Many of these
protests definitely threatened retaliation. Behind these government
notes were resolutions of hundreds of representative commercial asso-
ciations. Not only in England and in the British Dominions, but in
France, Spain, Belgium, Germany, and all major countries of Europe
and Latin America this anti-American sentiment grows.

The obvious American retort that we are not the only tariff offender
is true. But that is not an adequate reply. The European tariff walls
are not so high as ours. In some cases they have a partial justification
as protection of legitimate infant industries, which we once used but
which as the strongest industrial nation in the world we can no longer
claim. Even their justification under present world conditions is weak.
That tariff barriers are retarding the rehabilitation and prosperity of
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Europe is a commonplace, stressed by all recent international economic
conferences.

Though all other forces hitherto have been insufficient to flatten the
European tariff walls, the urgency of uniting against the American
peril may eventually approximate that end. A European customs union,
now widely discussed, cannot be welded over night, even by the fires
of anti-American hatred. European nationalism, stimulated by the
World War, is still too strong as a dividing force, though anti-American
enmity is helping to make Europe forget its internal quarrels. The doc-
trine of a customs union to consolidate for Europe a free trade area,
comparable to the vast home market which helps create American
prosperity and which would enable a united Europe to compete with
the United States for world trade, is making some headway. Another
method of European retaliation against us is the American system of
counter-vailing duties.

Because of our tariff policy we have been unsuccessful in our efforts
of the last few years to obtain commercial treaties with other major
nations. Under the foreign resentment of 1929 the State Department
virtually had to suspend all negotiations for 25 commercial treaties.
Without treaties, we are exposed. Many of our competitors are in a
position, when it becomes expedient, to cancel the most-favoured-nation
treatment now accorded us.

EUROPE STRIKES BACK

To-day the European talk is of a defensive alliance against us;
to-morrow a defensive alliance may become one of offence. As
M. Stephane Lauzanne, one of the best-informed men in Europe, warns
us quite frankly: “The result is that a defence organisation is beginning
to form itself in Europe against America. And experience has taught
us that defence organisations easily become organisations of attack.
Are we going to see an economic war between the two continents? .
Those who are leading us toward this war should think twice.”

Conceptions of a “United States of Europe” vary widely in their
political and economic nature, ranging from the somewhat Utopian
concept of Count Koudenhove-Calergi, president of the Pan-European
Union, to practicable co-operation between major industrial units of
the different nations, which has been achieved in some cases. Count
Koudenhove-Calergi’s proposal is for a United States of Europe with-
out tariff barriers, comparable to the United States of America to
that extent, which is to be brought about somewhat after the fashion
In which the smaller Germanic states were brought into their customs
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union. He proposes to include all of Europe west of Turkey and Russia,
but does not hope for the inclusion of Britain, because of her larger
colonial interests. '

Foreign Minister Briand of France surprised the 1929 meeting of
the League of Nations Assembly with a “United States of Europe”
proposal. He was indefinite, speaking of some kind of “federal” or
political link, besides the economic. He asked the European represen-
tatives to the Assembly “unofficially to consider and study this ques-
tion in order later, perhaps at the next Assembly, to be in a position
possibly to translate it into reality.” Then he gave a separate luncheon
to the heads of the European delegations to the League at which he
expounded his idea further. They listened politely. Many delegates
gave to it that verbal approval which they have so long showered on
other ideals, such as European disarmament, without results. They
refrained from committing themselves to anything, but authorised
M. Briand to prepare an outline of his plan for the interested govern-
ments that it might be discussed at the next Assembly meeting.

There is no serious possibility of any complete political or economic
federation of Europe. Apart from the political rivalries and suspicious
nationalisms, reflected in increasing armaments, there are many reasons
why the complete dream cannot come true. It would isolate Europe as
an economic unit not only from the British Empire and the United
States but also from other colonial regions, including those of France.
Europe cannot be made an economic unit, if for no other reason, because
of insufficient raw materials.

On the political side the Briand plan would have to depend for
support on the groups in each country most favourable to the [ eague
of Nations. But many League advocates naturally object to the plan
because it would do precisely what the “enemies” of the League have
tried to do from the beginning—reduce the League from a “universal”
to a Continental body, which would be its death. Thus when M. Briand
held his “historic” European Federation luncheon of League delegates,
he had to leave out Japan and all the British Empire except Great
Britain and the Irish Free State. With the United States and Russia
already missing, the subtraction of the British Dominions and Japan
would mean that of the three strongest world Powers two and part of
the third would be outside. That is not practicable, for the result would
be a federation of weakness rather than a union of strength.

The grounds for opposition by chauvinistic groups in Europe to any
kind of federation are too obvious to need quotation. But the following
statement by Mr. John A. Hobson, the British economist, expressing
the liberal or so-called internationalist opposition, is interesting: “The
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formation of the whole European continent into such a group would
almost inevitably constitute a challenge to Geneva, even if it kept the
form and the pretence of a grouping of League members to further the
purposes of the League. In short, whether envisaged as an economic
or a political instrument, such a federation seems either impracticable
or, if practicable, dangerous. If, as the name suggests, a Europe consti-
tuted on the lines of the American Union is contemplated, it is quite
chimerical. If, again, it took slighter shape in some distinctively fiscal
organisation for internal co-operation in industry and commerce, it
would be a stumbling-block to the genuine progress of free trade and
co-operation in the entire world, and might easily provoke reprisals in
other countries excluded from their former European markets. In a
word, a union in which two great European countries, Russia and
Britain, were not participants, while another country in intimate
cultural, economic, and political relations with the western European
nations, the United States of America, was excluded, cannot be deemed
to have a footing in the world of political realities.”

Though M. Briand’s idea in itself cannot be taken seriously—and
probably is not meant to be so taken—it is tremendously significant
in its implications. Behind his Utopian words were certain achieve-
ments of the past and plans for the future which are very practicable—
what might be called the earthy and therefore incomplete embodiment
of his mystic “United States of Europe.

Those actual achievements involve closer political co-operation be-
tween France and Germany, and certain other European countries, in
addition to an alliance of some Franco-German industries. On the
political side this is the result of the joint labours of the German
Foreign Minister, the late Dr. Stresemann, and M. Briand. As early
as the Cannes Conference of 1922 the latter was working for this
Franco-German co-operation, which later resulted in the Locarno
security pacts and has now made possible a reparations settlement
through the Young Plan. M. Loucheur, French Minister of Labour
and a large industrialist, has devoted much effort during the last five
years to economic “organisation of chaotic Europe in the face of
organised America.” Despite a natural jealousy between Germany and
France as to which shall have the larger voice in any joint political
Or economic enterprise, it is significant that both agree on the necessity
of closer co-operation.

German interest in a European economic alliance and resultant
political co-operation was explained by Dr. Stresemann in his speech
accepting the Nobel. Peace Prize in July 1927. “Germany’s capi-
talists, by virtue of their former connexions throughout Europe, were
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the very first to repair our broken ties with other countries,” he pointed
out. “We are carried along by evolutionary forces which first mani-
fested themselves powerfully during the Great War. That conflict
unseated Europe from her proud throne as the world's economic
mistress and left her a weakened and wounded continent with an
impoverished population. ‘Where iron grows in the mountain’s cleft,
thence come the earth’s masters.” Europe no longer produces the world’s
most important raw material. Neither, though we may shun recognising
the fact, is she any longer the world’s leader. For this reason her people
are drawing closer together, in order to defend themselves from oppres-
sion and absorption.”

In addition to these general reasons given by Dr. Stresemann, there
were special incentives for France and Germany to draw together in
self-protection. After the Versailles Treaty separated politically the
interdependent Ruhr coal and Lorraine iron industries, they had to
be re-united economically. The result was a Franco-German alliance
in steel.

In this manner began the post-War revival and wider development
of European trusts or cartels, which have now become such an impor-
tant factor in the European industrial situation, both as regards internal
Continental conditions and British and American trade relations with
Europe. Cartels now cover many industries besides steel; including
potash, chemicals, aluminum, copper, radio, films, leather, glue, glass,
wire, rayon, enamel ware, textiles, zinc, and cement. They are limited
in the main to European producers, though some American and British
producers are members of cartels in copper, rails, and rayon. Predomi-
nantly they represent united European industry in direct competition
against British industry on the one side and American industry on
the other. The purpose of these cartels, as indicated, is so far as
possible to cut under European tariff and trade barriers which are such
handicaps to American and British competitors in the European mar-
kets. Also they aim to apportion among members raw materials and
sales orders. Some fix prices. Some provide for interchange of patents,
technical personnel, and standardised manufacturing parts. In brief,
they aim to eliminate competition among themselves and to increase
their united competitive power against American and British pro-
ducers in European and in world markets. Some have been surprisingly
successful in their inclusiveness. France, Germany, Belgium, Czecho-
slovakia, Luxemburg, Austria, and Hungary are in most of the cartels,
and others include also Poland, Switzerland, Jugoslavia, the Nether-
lands, Spain, and the Scandinavian countries.

Some cartels have internal difficulties and bickering among conflict-
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ing national groups. This would seem to indicate that their rate of
growth and completeness of control may not be as rapid as originally
supposed. Nevertheless their difficulties have not been unlike similar
troubles which afflict individual national trusts. Presumably, there-
fore, the power of these European industrial combines will tend upward,
though in an uneven line. In this connexion the Department of Com-
merce states: “It must not be assumed that the movement made no
progress at all during 1928, but merely that such progress was char-
acterised more by a consolidation of position and the solution of certain
problems of internal administration than by the creation of new
organisations of first importance.” ®

Naturally the British and Americans dislike this Continental cartel
movement which intensifies competition. One technical reason why
Britain has not participated in most of these trusts is that they are
built upon unification of a given industry in each country, and British
industry in the main is not yet sufficiently consolidated for the purpose
even within its own frontiers. There are also Britain’s colonial con-
nexions to be considered. But the chief reason for both British and
American aloofness is that they, as the hitherto dominant industrial
Powers, are unwilling to share markets with any one.

This British and American commercial hostility to their new com-
petitor, the European cartels, is however generally given a moralistic
justification in public utterances. Thus Mr. Henry M. Robinson, friend
of Mr. Hoover and head of the American delegation to the 1927 Geneva
Economic Conference, at that meeting explained the American oppo-
sition as follows: “There would be serious danger of monopoly with
resulting exploitation of both the worker and the public. In European
countries there would be additional difficulties and dangers, owing to
the practice of governmental participation in certain lines of production.
Obviously an international cartelisation covering these branches of
production would accentuate international political difficulties and
misunderstandings, for there would be pressure through diplomatic
channels to secure the advantage of cartels in which each government
had a pecuniary interest.”

The British Report of the Liberal Industrial Inquiry is concerned
over the “danger that agreements of this kind may be designed to
restrict production and raise prices rather than to produce a large
output efficiently at low prices . . . agreements of this kind might be
helpful in preventing industrial fluctuations and should not be indis-
criminately attacked. But they are capable of developing into dangerous
monopolies, and should be closely watched.” ¢

The net effect of the cartel movement, the industrialisation of
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Europe, and multiplication of tariff barriers, has been to decrease the
relative strength of both Britain and America in the Continental
markets. While in 1913 Germany took 7.7 per cent (in value) of the
United Kingdom’s total domestic exports, by 1927 the figure had
fallen to 5.9; meanwhile the proportion of British exports going to
France declined from 5.5 to 3.3 per cent. The United States exports to
France and Germany, which were considerably higher in the early post-
War period than in 1913, have since begun to decline when measured by
those countries’ total purchases. American exports which were 14.8
per cent of French imports in 1923 fell to 13.3 per cent in 1927; and
in Germany declined from 19.1 to 14.7 per cent. Put in another way,
while our total exports have increased in value 136.8 per cent to the
world as a whole, the increase to Europe has been only 75.9 per cent—
compared, for instance, with an increase to Asia of 440.1 per cent and
to South America of 297.2 per cent. In semi-manufactures in the pre-
War period Europe took 67.3 per cent of our exports, but only 49.4
per cent in 1927; and in finished manufactures the decline was from
32.0 to 30.6 per cent. The monetary value of our total exports to north-
western and central Europe has remained practically stationary at
almost $2,000 million in the period 1921-28, though as indicated they
have fallen in their ratio to our world trade.

The meaning of these statistics is patently that both Britain and
the United States are facing in Europe increased competition against
each other and against European producers. Neither the British nor
Americans can put most of their eggs in the European basket in the
future, but must depend more and more on developing non-European
markets.

SELLING THE ORIENT

Hence the importance of Far Eastern and Latin American markets
in the Anglo-American trade conflict. Those are the great undeveloped
markets, large in population and rich in raw materials. They are still
in the main agrarian or semi-industrialised countries open to develop-
ment by foreign capital, foreign industrial ,machinery, and foreign
finished products. They are ready to spend for foreign products the
money they receive for their raw materials.

It is in those regions that America has been most successful in
running far ahead of her British rival and all others. American gains
have been due to the general factors outlined in the first part of this
chapter; and also to our favourable geographic location and to our
ability to take such a preponderant portion of their goods in exchange
for our own. While the exports of 10 selected Far Eastern and Latin
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American countries since 1913 have increased to the rest of the world
87 per cent, to us they have increased 362 per cent.

Japan is in a special position. She is a world Power, is industrialised,
and is a major competitor with Britain and America in the Oriental
markets. We take 42 per cent of her (Japan proper) total exports (in
value) and supply 31 per cent of her imports. We are her best cus-
tomer for raw silk, which accounts for almost one-fourth of her exports.
In few places in the world has Britain fared so badly in competition
with the United States. When the World War began the two com-
petitors had equal shares of Japan’s total imports at 16.8 per cent.
But by 1927 Britain had lost half of her proportion, while America’s
share had doubled, the figures being 7.0 per cent for her and 30.9
for us. There has been the same trend, though less sharp, in goods
taken from Japan. Britain’s share of the total fell from 5.2 t<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>